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The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

HENRY  MOIE,  resumei 
BY  ME.  HUGHES: 

Q.  Have  you  prepared  a  statement  of  the  total  receipts  from 
premiums  and  payments  to  policyholders  from  the  organization  of 
your  Society?    A.  Yes,  sir. 

Q.  (Handing  paper):  Is  that  correct?  A.  Yes,  to  the  best  of 
my  knowledge. 

Q.  Where  did  you  get  the  data  for  that  statement?  A.  Prin- 
cipally from  the  reports  to  Departments. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  724.) 

Mr.  Hughes  read  Exhibit  No.  Y24. 

Q.  How  much  of  this  is  the  legal  reserve,  that  is,  how  much  of 
the  $7,926,138  is  the  legal  reserve?  A.  About  seven  millions  and 
a  few  thousand  dollars  over. 

Q.  Have  you  got  the  exact  figures  —  $7,174,431?  A.  Yes, 
that  is  so. 

Q.  And  the  difference  between  $7,926,198  which  you  say  are 
the  admitted  assets  now  held  for  protection  of  policyholders  and 
$7,174,431  is  the  surplus  as  of  the  31st  of  December,  1904?  A. 
That  w  right. 

Q.  Have  you  a  statement  of  the  mortality  of  your  company 
exclusive  of  the  mortality  of  the  first  policy  year?    A.  I  have. 

Q.  Do  you  include  the  mortality  of  the  first  policy  year  in 
making  a  computation  of  your  surplus  earnings?    A.  No. 
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Q.  Wliy  not?  A.  Because  the  policy  contracts  provide  that  the 
first  year  shall  be  excluded  in  every  case. 

Q.  From  the  computation  of  surplus?    A.  Yes. 

Q.  Here  is  a  sample  policy  of  your  company.  Please  point  out 
the  provisions  of  that  effect?  A.  In  the  current  policy  form  it 
takes  the  form  of  being  one-year  term  insurance  and  thereafter 
renewable. 

Q.  You  mean  preliminary  term?    A.  Preliminary  term. 

Q.  And  in  your  former  policies  it  took  what  form?  Ac  I  will 
read  the  exact  form. 

Q.  Yes,  give  me  the  provision  under  which  you  claim  the  right 
to  exchide  that?  A.  (Indicating.)  That  has  already  been  read  in 
evidence. 

Q.  You  refer  to  policy  form  of  January,  1887,  of  what  class  — ■ 
well,  you  have  given  me  the  Owen  policy  which  has  been  read  in 
evidence?    A.  Yes. 

Q.  75  per  cent,  of  the  insurance  portion  pf  each  annual  pre- 
mium paid  hereon,  excluding  the  first  year. 

Q.  You  mean  the  reference  of  75  per  cent,  of  the  insurance 
portion  of  each  renewal  premium  indicates -that  you  are  not  to 
take  into  consideration  the  mortality  rate  of  the  fir?,t  year  in  com- 
puting surplus?    A.  Yes. 

Q.  Is  there  any  other  language  upon  which  you  base  that  con- 
struction? A.  The  language  is  somewhat  similar  in  all  the  old 
policy  forms. 
^  Q.  Is  the  language  from  which  you  deduce  this  method  or  the 
right  to  employ  this  method  of  computation  the  reference  to  the 
75  per  cent,  of  renewal  premiums  and  the  subject  of  deposit  as  a 
death  fund?  A.  It  explicitly  excludes  the  first  premium  for  all 
computations. 

Q.  Where?     A.  By  providing  for  the  renewal  premium. 

Q.  "When  you  say  it  explicitly  excludes  the  first  year's  pre- 
miums, you  mean  it  does  so  by  the  use  of  the  word  renewal  pre- 
miums in  connection  with  the  provision  for  a  deposit  of  75  per 
cent,  to  constitute  a  death  fund?     A.  Yes,  that  is  rio-ht. 

Q.  Have  you' the  mortality  rate  exclusive  of  the  first  year 
(handing  paper).    Is  that  a  correct  statement?    A.  That  is  correct. 

ME.  HUGHES:     I  will  read  it. 

1890-1 1.100 

1891-2.... 1.086 
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1892-3 1.049 

1893-4 - 1.182 

1894-6 1.202 

1895-6 1.211 

1896-Y 1.225 

189Y-8 ■ 1.153 

1898-9 1.350 

1899-0 1.065 

1900-1 1.034 

1901-2 1.010 

1902-3 r '. 1.066 

1903-4 1.0"91 

Q.  What  do  those  figures  mean?  A.  They  give  the  ratio  be- 
tween the  actual  losses  and  the  expected  losses  for  the  years  stated. 

Q.  Then  the  actual  losses  were  in  1890  to  1891  10  per  cent. 
more  than  the-expected?  A.  That  is  right,  yes,  excluding  the  light 
mortality  of  the  first  year.- 

Q.  You  have  presented  a  statement  with  regard  to  the  expenses 
of  1904.  Is  that  accurate  from  your  books?  A.  Yes,  accurate 
from  the  gain  and  loss  exhibit. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  725.) 

Mr.  Hughes  read  Exhibit  No.  725. 

Q.  What  was  the  class  of  policy  upon  which  the  loadings  were 
high  which  had  been  considerably  reduced  in  amount?  A.  The 
five-year  combination  term  policy. 

Q.  You  remember  a  case  of  a  policy  on  the  life  of  Isaac  Shapira, 
No.  29,771,  issued  April  25th,  1889?  A.  No,  I  have  no  recollec- 
tion. 

Q.  You  have  had  considerable  correspondence  in  regard  to  that 
policy,  have  you  not?  A.  I  am  not  aware  of  it.  I  do  not  remem- 
ber the  name  at  all. 

Q.  It  appears  on  April  25th,  1899,  there  was  issued  by  ynnr 
company  on  the  Shapira  life  a  policy  at  the  annual  premium  of 
$192.50.  It  appears  that  this  amount  was  paid  annually  for  nino 
years,  when  there  was  an  increase  to  $240.63;  that  this  rate  was 
raised  annually  until  1903,  when  the  rate  was  $488.60,  the  policy 
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being  in  amount  $5,000.  A.  That  policy  must  have  been  a  very 
old  life. 

Q.  That  policy  must  have  been  a  verg  old  life,  you  say?  A. 
Yes. 

Q.  (Handing  paper.)  Looking  at  this  policy,  which  I  under- 
stand was  issued  on  the  surrender  of  the  original  policy  and  dated 
back,  would  you  find  the  age  at  which  the  assured  originally  took 
his  policy?    A.  He  was  aged  59  in  1889. 

Q.  And  the  policy  which  is  in  your  hands  was  dated  back  to 
1889  and  issued  in  exchange?    A.  Yes. 

_Q.  For  $5,000  ?    A.  Yes. 

Q.  Now  I  have  here  what  I  understand  is  a  schedule  of  rates 
which  you  gave  per  $1,000,  which  would  be  the  rates  paid  by 
Shapira  under  his  old  policy  had  he  continued  it  (handing  paper). 
A.  These  are  the  maximum  rates  which  could  have  been  charged. 

Q.  These  are  the  maximum  rates  which  could  have  been 
charged?    A.  Yes. 

ME.  HUGHES :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  726.) 

Mr.  Hughes  then  read  Exhibit  No.  726. 

THE  WITNESS :  I  cannot  swear  to  the  accuracy  of  those 
figures. 

Q.  I  understand  that  this  came  from  your  company.  You  can 
make  any  correction  if  on  looking  at  it  you  find  there  is  any  in- 
accuracy?   A.  Yes. 

Q.  Now,  this  was  an  insurance  taken  in  1889,  the  policy  was  in 
amount  $5,000,  and  in  1903  was  $488.60  or  $122.15  a  thousand? 
A.  $5,000  policy— $97.72  per  thousand. 

Q.  On  a  five  thousand  dollar  policy.  Now,  what  was  the  age 
of  entry— 59  ?    A.  59  in  1889. 

Q.  And  the  maximum  amount  that  could  be  charged  at  age  73 
was  how  much?    A.  By  this  table  $145.20. 

Q.  Now,  it  was  actually  possible  under  that  form  of  policy  that 
Mr.  Shapira,  had  he  retained  it  and  reached  age  80,  would  have 
been  compelled  to  pay  in  the  neighborhood  of  $1,300  a  year? 
A.  That  is  so. 

Q.  And  your  explanation  of  that  situation  is  what?  A.  That 
the  mortality  rates  at  age  80  are  very  high. 
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Q.  Now,  this  was  started  as  a  policy  upon  which  it  was  not  ex- 
pected that  premiums  would  be  increased  at  all  ?  A.  Oh,  yes,  they 
were  certainly  expected  to  be  increased. 

Q.  It  was  expected  that  the  surplus  gains  would  be  sufficient  to 
meet  any  extra  cost  of  insurance  as  age  progressed?  A.  No;  the 
most  favorable  statement  I  have  ever  seen  is  that  the  surplus  gains 
were  expected  to  maintain  the  premiums  level  during  the  expecta- 
tion of  life,  a  man  at  age  59  would  not  be  expected  to  reach  80. 

Q.  What  would  be  his  expectation  ?  A.  14.7  by  the  American 
table. 

Q.  That  would  bring  him  up  to  about  Y3  ?    A.  Yes,  nearly  74. 

Q.  And  he  starts  in  with  the  payment  on  $5,000  of  $192.50,  and 
at  73  the  maximum  payment  which  he  could  be  compelled  to  make 
was  about  $700?    A.  Yes. 

Q.  So  that  although  he  might  be  expected  to  pay  these  pre- 
miums charged  in  the  policy  through  his  expectation  of  life  ac- 
cording to  the  provisions  of  the  policy  on  which  you  rely  you 
would  have  been  entitled  at  any  time  to  increase  the  rates  during 
his  expectation,  and  on  the  expiration  of  his  expectation  vi  life 
he  would  have  been  paying  something  over  seven  hundred  dollars 
a  year,  which  in  the  next  few  years  would  have  run  up  to  an 
amount  as  high  as  thirteen  hundred  dollars?  A.  Yes,  and  th(ise 
are  the  Tna^Trmm  rates  and  that  table,  as  I  say,  I  cannot  swear  to. 

Q.  You  can  have  that,  and  if  there  is  any  correction  to  be  made 
in  it  I  would  be  glad  to  have  it. 

Q.  But  you  know  that  he  did  get  insurance  at  the  original  rates 
for  nine  years  out  of  the  fourteen  ? 

Q.  Now,  when  you  gave  him  this  insurance  in  exchange  for  the 
policy  that  you  had,  you  took  the  face  of  the  policy  and  scaled  it 
to  what  amount  —  I  am  referring  to  1903?  A.  By  the  reserve 
value  of  this  policy  there  was  a  division. 

Q.  What  amount  was  that  ?  A.  That  I  cannot  say,  I  am  afraid 
I  have  not  the  table  here  necessary  to  show  it. 

Q.  Abowt  thirteen  hundred  dollars,  wasn't  it  ?  A.  That  would 
seeotn  a  reasonable  figure.     Was  the  exchange  made  April,  1903  ? 

Q.  Yes.  A.  Then  the  reserve  should  have  been — at  that  time 
—  $2,142. 

Q.  And  the  face  of  his  policy  would  have  been  what  amount  — 
I  mean  the  net  amount  of  his  new  policy  would  be  what  amount  ? 
A-  The  difference  between  $5,000  and  $2,142. 

Q.  In  the  neighborhood  of  three  thousand  dollars?     A.  Yes. 
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Q.  And  the  difference  you  have  mentioned  as  the  amount  of  the 
reserve  constitutes  a  lien  upon  the  policy?    A.  Yes. 

Q.  Does  that  run  with  interest?  A.  Yes,  that  runs  with  in- 
terest 

Q.  Interest  at  what  rate  ?     A.  Five  per  cent. 

Q.  Down  to  1903  the  insured  had  paid  $3,852,  had  he  not,  un- 
der the  old  policy  ?     A,  I  presume  that  this  statement  is  correct. 

Q.  And  under  the  new  policy  he  has  paid  amounts  to  bring  the 
total  paynlents,  exclusive  of  interest,  up  to  about  $4,500  ?  A. 
That  is  about  correct. 

Q.  About  $4,500  he  has  paid  to  date,  and  he  says  he  has  got 
insurance  of  about  $3,Y00,  and  that  is  figuring  the  lien  of  $1,300. 
If  you  are  right  in  the  amount  of  the  lien  it  would  only  be  three 
thousand  dollars?     A.  That  is  so. 

Q.  And  he  has  got  to  pay  to  maintain  the  insurance  $312  a  year 
from  now  on?     A.  Yes,  sir. 

Q.  That  is  an  illustration  of  the  way  that  insurance  of  that  class 
results  ?  A.  This  is  a  most  unusual  exchange  —  it  is  such  a  case 
as  I  have  never  seen  before.     I  personally  have  not  seen  that  case. 

Q.  Why  is  it  unusual?  A.  First  the  age  of  the  life  is  older 
than. the  usual  ages  of  entry  and  the  exchange  is  made  to  a  non- 
participating  form  dated  back,  and  a  form  which  does  not  provide 
for  the  additional  benefits  which  most  of  the  exchange  policies  do. 

MR  HUGHES :  You  had  better  look  up  the  history  of  that 
policy,  and  let  me  have  any  facts  which  should  be  taken  in  con- 
nection with  it  by  way  of  explanation. 

Q.  Were  you  ever  engaged  as  an  actuary  in  Great  Britain  ?  A. 
I  was. 

Q.  For  how  long  a  time?  A.  Well,  as  an, actuary  about  ten  or 
twelve  years.     In  life  insurance  for  fifteen  or  sixteen  years. 

Q.  With  what  company  were  you  engaged  as  actuary  ?  A.  The 
Scottish  Life  Insurance  Company  of  Edinburgh. 

Q.  What  is  the  practice  of  the  English  companies  with  regard 
to  the  payment  of  dividends?  A.  The  system  there  is  entirely 
different  from  what  it  is  here. 

Q.  In  what  respect  ?  A.  The  surplus  is  ascertained  at  periodi- 
cal intervals,  most  commonly  five  years.  When  the  surplus  is 
ascertained  at  a  five-year  period,  the  greater  part  of  it,  sometimes 
every  dollar  of  it,  is  distributed,  and  distributed  by  fixed  rules 
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amongst  the  policyholders  according  to  the  amount  of  their  poli- 
cies and  the  number  of  premiums  they  have  paid. 

Q.  Explain  this  a  little  more  fully.  You  say  it  is  distributed  by 
fixed  rules.  How  are  the  fixed  rules  ?  A.  The  rules  are  gener- 
ally incorporated  in  the  charter  of  a  company.  For  example,  one 
company  may  have  a  statement  that  the  surplus  may  be  distributed 
as  an  addition  to  the  sum  assured,  payable  in  the  event  of  death. 
Another  company  may  have  a  similar  provision  which  is  called  the 
compounding.  That  is  that  the  surplus  calculations  made  not 
only  on  the  sums  assured,  but  on  the  sum  assured  and  previous 
additions.  Other  companies  again  have  a  provision  for  allocation 
in  cash;  but  that  is  more  unusual  and  less  popular. 

Q.  Do  the  companies  ascertain  exactly  the  amount  of  their 
gains  for  the  periods  in  question?  A.  They  are  under  no  obliga- 
tion to  put  up  any  specific  reserve.  The  fixing  of  the  reserve  is, 
therefore,  left  in  their  own  discretion,  and  when  that  is  fixed  the 
difference  between  that  amount  and  the  assets  in  hand  represent 
the  surplus. 

Q.  They  then  set  aside  what  they  think  is  a  sufficient  guarantee 
fimd,  and  they  rely  upon  tho  publicity  that  is  given  to  their  opera- 
tions as  the  safeguard — as  a  sufiicient  safeguard?    A.  That  is  so. 

Q.  N^ow,  having  determined  what  they  think  is  a  sufiicient  re- 
serve, do  they  take  their  actual  assets  and  figure  the  actual  surplus 
over  and  above  that  reserve?    They  do. 

Q.  And  actually  distribute  that  surplus?    A.  They  do. 

Q.  The  whole  of  it?  A.  Generally  the  whole  of  it.  Some 
companies  have  provisions  for  distributing,  say,  ninsty-five  per 
cent,  to  the  policyholders  and  five  per  cent,  to  the  shareholders, 
or  ninety  per  cent,  to  the  policyholders  and  ten  per  cent,  to  the 
shareholders. 

Q.  And  they  distribute  this  either  by  allowing  insurance,  or  in 
some  cases  by  cash  distribution?  A.  In  some  cases,  comparatively 
few,  by  cash  distribution.  The  common  way  is  to  distribute  it  as 
paid-up  life  insurance  as  an  addition  to  the  face  value  of  the 
policy. 

Q.  Which  they  notify  the  policyholder  at  the  time  ?  A.  Yes, 
cir.  Of  course,  in  these  cases  the  notification  to  the  policyholder 
is  received  some  six  months  after  the  actual  date  of  allocation,  be- 
cause the  distribution  is  made  at  the  end  of  the  year,  the  31st  of 
December,  and  the  notification  to  policyholders  probably  won't 
come  out  for  several  months  after. 

Q.  Are  there  distributions  in  less  period  than  five  years?  A. 
Some  companies  —  I  think  there  is  only  one  company  that  makes 
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an  annual  distribution — some  three  annually,  and  some  quiri- 
quenniaUy,  and  some  seven  years  only. 

Q.  "What  is  the  company  that  makes  an  annual  distribution? 
A.  The  Prudential  of  London,  I  remember,  is  one,  and  that  is  the 
only  one  I  remember. 

Q.  Is  the  business  of  the  Prudential  of  London  largely  non- 
participating?    A.  No,  sir;  it  is  largely  industrial. 

Q.  And  participating?    A.  And  participating. 

Q.  How  many  companies  failed  abroad,  in  Great  Britain?  A. 
in  the  last  thirty  years  I  think  there  have  been  none. 

Q.  They  have  failed?  A.  Yes.  In  1870  or  1871  there  were 
one  or  two  very  bad  failures,  and  that  caused  the  passing  of  the 
Life  Assurance  Companies'  Act  at  the  time. 

Q.  How  do  the  premiums  abroad  compare  with  those  here?  A. 
The  participating  premiums  are  a  trifle  higher,  I  think.  I  have 
statistics  of  that  elsewhere,  but  I  have  not  got  those  with  me. 
llie  non-participating  premiums  in  this  country  are  lower,  I 
think. 

Q.  Is  there  any  difference  with  regard  to  the  part  that  divi- 
dends play  in  the  operations  of  the  company?  A.  I  think  there  Is. 
Companies  there  are  judged  more  largely  by  their  dividends  than 
they  are  here. 

Q.  Is  it  true  that  in  Great  Britain  the  company  figures  out 
about  what  dividend  it  wants  to  pay,  and  makes  its  rates  and  man- 
ages its  business  in  order  to  reach  the  results  desired?  A.  Yes, 
sir.  That  is  one  of  the  main  differences  between  the  actuarial  sys- 
tem in  this  country  and  in  Great  Britain. 

Q.  Indeed,  it  is  the  goal  there,  and  here  it  is  an  accident,  or  in- 
cident.   A.  I  would  not  call  it  an  accident  here. 

Q.  It  is  not  accident  insurance — ^incident,  it  is  an  incident.  A. 
There  the  custom  is  to  make  the  premiums  equitable  as  between 
the  policyholders  of  different  ages,  and  so  forth,  and  have  the 
distribution  by  fixed  rules.  Here  there  is  not  the  same  trouble 
taken  to  make  the  premiums  equitable  as  between  policyholders, 
but  the  equity  is  introduced  in  the  distribution  of  the  surplus. 

Q.  What  do  they  do  over  there  to  make  premiums  equitable 
between  policyholders — ^what  do  you  mean  by  that?  A.  They 
usually  add  a  loading  to  the  net  premium  for  expenses,  and  there- 
after add  a  certain  amount  to  provide  the  class  of  bonus  which 
the  charter  of  the  company  provides  for. 

Q.  That  is  the  class  of  dividend  ?    A.  Class  of  dividend. 
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Q.  So  after  paying  the  loading  for  expenses  they  add  an- 
other amount  on  the  calcnlation  of  what  they  will  want  to 
pay  in  dividends.  A.  That  is  so.  Usually  they  pay  more  than 
they  calculate  upon  in  that  way. 

Q.  What  are  the  agency  methods  in  Great  Britain?  A.  En- 
tirely different  from  the  methods  here.  Most  companies  have 
some  hundred  agents  who  possihly  write  one  or  two  policies 
each  year,  and  possibly  write  none.  They  are  not  professional 
agents. 

Q.  They  must  he  engaged  in  some  other  lines  of  business? 
A.  They  are  engaged  in  other  lines  of  business,  bankers,  soli- 
citors, even  little  grocers  in  little  country  stores  have  agencies 
for  life  insurance  companies.  They  write  very  few  policies 
personally;  and  many  of  them  know  little  about  the  way  to  write 
business;  and  they  are  assisted  by  an  inspector  of  agents  from 
the  home  office,  an  official,  or  branch  official,  who  goes  about  and 
gets  introductions  from  th6se  men  to  various  policyholders  and 
help  them  write  their  business. 

Q.  Does  the  business  increase  very  much  from  year  to  year? 
A.  Not  in  anything  like  the  volume  that  it  has  increased  in  this 
country. 

Q.  What  is  the  proportion  of  the  number  of  policyholders 
to  the  population  of  Great  Britain  as  compared  with  the  State 
of  New  York  for  example?  A.  That  is  an  economic  question 
I  have  not  refreshed  my  memory  on. 

Q.  How  are  agents  compensated?     A,  Commissions  only. 

Q.  What  are  the  usual  commissions  paid?  A.  From  one 
per  cent,  on  the  face  value  of  the  policy  to  1^  per  cent,  for  the 
first  year's  commissions;  thereafter  2^  per  cent,  of  the  premi- 
ums they  collect.  Occasionally,  but  very  occasionally,  they  get 
five  per  cent,  on  the  premiums  they  collect. 

Q.  How  would  they  compare  with  the  first  year's  commis- 
sions in  this  country?  A.  Well,  that  is  from  ten  to  fifteen 
dollars  a  thousand,  which  would  be  about  from  50  to  60  per 
cent.  I  think  on  the  first  premiums  on  smaller  forms  of  policies. 
But  the  great  difference  is  when  they  write  endowment  policies 
which  carry  higher  premiimi  rates  they  get  the  same  fixed 
commission  based  upon  the  sum  assured.  They  therefore  don't 
get  anything  like  60  per  cent,  on  premiums  on  the  policy  forms 
which  carry  large  rates. 

Q.  Is  it  a  fact  that  most  of  the  companies  pay  $10  a  thou- 
sand?   A.  Most  companies  do. 
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Q.  And  that  would  be  about  50  to  35  per  cent,  of  tlie  first 
year's  premiums?  A.  That  would  be  about  50  per  cent,  of  the 
first  year's  premiums  on  life  policy  at  a  young  age  and  decreas- 
ing percentage  as  the  policyholder  gets  older. 

Q.  I  mean  on  the  average  premiums?  A.  On  the  average 
premiums  I  think  roughly  30  to  35  per  cent,  of  the  average 
premium  would  be  about  right  when  you  include  the  higher 
form  of  participating  policy. 

Q.  What  about  endowment.  I  did  not  understand  what  you 
said  about  endowment?  A.  If  an  endowment  requires  a  pre- 
mium of  $50  a  thousand,  $10  a  thousand  is  only  20  per  cent. 
And  here  the  custom  would  be  to  pay  about  50  or  60  per  cent, 
of  it.  ^  ■  - 

Q.  Is  that  same  plan  used  in  Australia?  A.  I  understand 
it  is.  >3 

WILLIAM  E.  STEVENS,  called  ag  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  are  the  Secretary  of  the  Provident  Savings  Life  As- 
surance Society?    A.   Yes,  sir. 

Q.  How  long  have  you  been  secretary  of  the  company?  A. 
Twenty-eight  years. 

Q.  What  are  your  duties  as  secretary?  A.  Do  you  want  me 
to  detail  them  all? 

Q.  Briefiy.  A.  I  have  so  many  matters  in  detail  I  have 
charge  of. 

Q.  Briefly.  A.  I  look  more  or  less  after  the  investments;  I 
pass  on  all  applications  for  insurance  after  being  approved  by 
the  medical  department.  I  sign  policies,  checks  and  various 
matters  of  that  kind,  attend  all  meetings  of  the  committee  and 
directors. 

Q.  Have  you  been  for  some  years  concerned  with  the  prepar- 
ation of  tlie  annual  statements  of  your  company  to  the  Insurance 
Department?    A.  !Not  of  late  years,  no,  sir. 

■  Q.  Well,  who  prepa?-c5  the  statements  now?  A.  They  are  pre- 
pared hj  the  bookkeeper  with  the  help  of  the  comptroller  and  I 
believe  under  the  direction  and  general  oversight  of  the  President. 

Q.  Don't  you  have  anything  to  do  with  it?  A.  Nothing  to  do 
except  to  sign  statements. 
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Q.  You  sign  statements?    A.  Yes,  sir. 

Q.  Are  you  familiar  with,  the  real  estate  portion  of  your  com- 
pany?   A.  ISTot  closely,  no,  sir. 

ME.  HUGHES:    "Will  you  withdraw,  Mr.  Steyens,  please. 

WILLIAM  N.  ELBERT,  resumed: 

BY  ME.  HUGHES: 

Q.  Mr.  Elbert,"  it  appears  that  in  1897  your  company  was 
the  owner  of  the  following  properties:  Six  story  brick  and 
stone  building  80  by  150  feet  and  part  of  lots  1,  2,  and  3  in 
block  ISTo.  11  in  the  City  of  Waco,  Texas,  recorded  May  18th, 
1889,  McLellan  County,  Book  65,  pages  618,  619  and  620.  That 
is  referring  to  the  record  of  the  deed.  When  did  your  company 
acquire  that  property?  A.  Which  property  is  that?  What  year 
did  you  say?    That  was  acquired  by  building  in  1889. 

Q.  Have  you  a  statement  of  that  property  (witness  produces 
paper).  That  building  was  an  office  building  which  you  erected 
in  1889?    A.  Yes,  sir. 

Q.  And  it  cost  your  company  $145,448.53?    A.  Yes,  sir. 

Q.  You  have  added  to  that  betterment  value  cut  stone  $50,000. 
When  did  you  make  that  addition?  A.  The  cut  stone  was  given 
at  the  time  the  building  was  erected  and  was  appraised  and  valued 
$50,000  and  therefore  it  was  added  to  the  cost  of  the  property. 

Q.  That  is  what  you  referred  to  the  other  day?    A.  Mr.  Scott. 

Q.  Is  that  entered  in  your  books  as  a  part  of  the  cost?  A.  That 
is  entered  in  the  books  as  a  betterment  of  the  property. 

Q.  j^ow  that  is  carried  in  your  report  of  1897  at  a  book  value 
of  $200,000.  It  appears  from  your  statement  of  that  year  that 
you  booked  in  income  .^nd  profit  on  Waco,  Texas,  real  estate  of 
$56,527.97.    A.  Income? 

Q.  Under  the  head  of  income  profit  and  loss  you  say  Waco 
real  estate  $56,527.97.  What  is  that?  A.  That  is  a  better- 
ment of  the  property  in  accordance  with  the  terms  of  an  offi- 
cial appraisal  —  ft  really  amounts  to  a  little  more  than  that. 
That  is  properties  —  I  was  not  employed  by  the  company  at 
that  time  and  am  not  particularly  familiar  with  the  transac- 
tion, but 'as  I  have  it  that  was  added  and  warranted  by  the 
official  appraisal  which  was  made  at  that  time. 
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Q.  In  other  words,  in  your  statement  for  that  year  you  en- 
hanced your  profits  for  that  year  by  adding  to  the  value  of  the 
"Waco  real  estate  over  what  it  had  previously  been  carried  on 
your  books,  the  sum  of  $56,527.97?  A.  That  appears  to  be 
correct. 

Q.  Now  in  your  report  of  1898  you  added  another  $25,000 
to  your  income  of  that  year  by  reason  of  profits  on  "Waco,  Tex- 
as, real  estate.  That  was  the  same  real  estate,  wasn't  it?  A. 
That  one  year  I  have  just  testified.  The  next  year  because  of 
the  $235,000  —  if  you  will  notice  that  statement  that  covers  all 
years  prior  to  1900,  that  statement  which  I  showed  you. 

Q.  Pardon  me  a  minute;  let  us  get  this  definite.  In  1897 
you  marked  up  the  "Waco  real  estate,  this  property  you  have 
mentioned  and  increased  your  profits  to  the  extent  of  $56,- 
527.97.  In  1898  in  your  statement  to  the  Department  you 
marked  up  the  same  real  estate  and  increased  your  profits  an 
additional  $25,000?    A.  I  am  not  sure  of  that. 

Q.  Look  at  the  report.  A.  I  cannot  say  from  these  reports. 
I  never  saw  them. 

Q.  You  see  them  now?  A.  Tes,  sir;  but  I  could  not  say 
what  that  is  for. 

MK.  GILBEET:  That  is  so,  Mr.  Hughes;  that  is  so. 

ME.  HUGHES:  Of  course  it  is,  why  doesn't  the  witness 
say  so,  it  is  before  him  in  black  and  white. 

THE  "WITKESS:  Because  I  was  not  in  charge  of  the  prop- 
erty at  that  time. 

Q.  I  ask  you  to  look  at  the  sworn  report  of  your  company 
and  tell  me  if  that  was  not  the  fact  according  to  that?  A.  I 
see,  sir. 

Q.  The  next  year  in  1899  the  income  or  profits  rather  of 
your  company  were  increased  by  the  further  marking  up  of 
this  same  property  in  "Waco,  Texas,  $26,980.50?  A.  It  ap- 
pears to  be  the  same,  sir. 

Q.  l^ow  by  that  time  you  had  got  the  property  up  to  the 
full  appraised  value  of  $253,406  ?    A.  That  is  right. 

Q.  And  that  is  making  the  book  value  equal  $243,406?  A. 
That  is  right 

Q.  The  amount  actually  spent  by  your  company  upon  the 
property  was  $145,448.53  and  the  residue  of  this  increase  was 
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for  tte  cut  stone  betterment  and  for  the  enhanced  value  re- 
flected by  your  appraisal?  A.  Of  course  the  value  of  the  cut 
stone  was  actually  $50,000;  if  we  bought  it  we  would  have  had 
to  pay  for  it.     Therefore  the  property  really  cost  $195,000. 

Q.  It  did  not  require  an  outlay  by  your  company  to  that 
extent?    A.  That  is  right. 

Q.  The  outlay  was  $145,000,  but  the  point  of  the  enhance- 
ment which  you  took  credit  for  I  have  stated  was  due  to  the 
cut  stone,  and  the  rest  was  due  to  the  bringing  of  the  property 
up  to  appraisal  that  you  had  obtained.  Is  that  right  ?  A.  That 
appears  to  be  so,  sir.  ' 

Q.  Now,  that  was  carried  the  same  in  1900  as  in  1899.  Now 
in  your  report  for  1901 1  find  that  while  the  book  value  of  this 
properly  remains  $253,957,  the  value  of  it  is  put  at  $225,000. 
"Was  the  difference  taken  account  of  as  a  loss  in  your  state- 
ment?   A.  It  must  have  been,  sir;  I  don't  know. 

Q.  Did  you  dispose  of  that  property  in  1902  ?    A.  Yes,  sir. 

Q.  How  did  you  dispose  of  it  ?  A.  In  exchange  for  property 
at  No.  532  and  534  Broadway,  and  for  80  and  82  Wooster  Street, 
of  this  city. 

Q.  Then  did  you  get  it  back  again,  I  mean  the  Waco  property? 
A.  Yes,  sir. 

Q.  How  did  you  get  it  back?  A.  I  believe  it  caine  back  by  an 
amicable  foreclosure;  I  was  not  familiar  with  the  details  of  it. 

Q.  Let  us  get  at  the  details  of  it.  You  exchanged  the  Waco 
property  for  532  and  534  Broadway,  in  1902.  AVhat  were  the 
terms  of  that  exchange?  A.  The  terms  of  that  exchange  were 
that  the  property  was  sold  at  a  valuation  of  $100,000,  so  far  as  I 
know. 

Q.  That  is,  the  Waco  property  was  treated  at  that  value?  A. 
Yf  s,  showing  a  profit  of  six  thousand  dollars. 

Q.  What  was  the  Broadway  property  taken  at?  A.  The 
Broadway  property  was  calculated  at  $215,000. 

Q.  How  was  the  difference  made  up?  A.  The  Wooster  Street 
properly,  $45,000. 

Q.  Then  did  you  get  any  mortgage  in  the  transaction?  A.  I 
believe  there  was.  The  mortgages  are  not  under  my  charge  and 
I  cannot  testify. 

Q.  How  did  you  get  a  mortgage  in  that  transaction?  A.  The 
mraiey  must  have  been  loaned  back. 

Q.  Loaned  to  whom?  A.  To  the  person  who  exchanged,  I 
presume. 
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Q.  If  yoii  took  equal  value,  wBere  does  the  mortgage  come  in; 
do  you  loiovr  anything  about  it?    A.  No,  sir. 

MK.  GILBERT:  They  made  a  loan  on  the  property. 

MR  HUGHES:   Made  a  loan  upon  the  "Waco  propeo-ty? 

ME.  GILBEET:   Yes. 

Q.  To  whom  was  the  loan  made  on  the  Waco  property? 

ME.  GILBEET:    What  datfe? 

THE  WITNESS:    1902. 

ME.  HUGHES:  This  year,  when  it  was  sold  or  exchanged, 
1902. 

ME.  GILBEET:  I  think  it  was  to  a  man  by  the  name  of  Henrj' 
H.  Peters. 

Q.  Who  is  Henry  H.^ Peters,  do  you  know  anything  about  him? 
A.  No. 

ME.  HUGHES.  Withdraw  for  a  moment;  Mr.  Gilbert,  will 
you  take  the  stand, 

WILLIAM  T.  GILBEET,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  are  coimsel  of  the  Provident  Savings  life  Assurance 
Society?    A.  I  am. 

Q.  Have  been  for  ten  years?    A.  Nine  years. 

Q.  Are  you  familiar  with  the  transactions  relating  to  the  Waco 
property  referred  to  in  the  reports  of  1897  to.  1900  inclusive,  as  a 
six-story,  brick,  stpne  building,  in  the  City  of  Waco,  Texas?  A. 
I  am. 

Q.  What  was  the  loan  made  upon  that  property  in  1902?  A. 
I  think  it  was  $125,000,  but  I  can  verify  my  memory.  (Eeferrino- 
to  report.)    $125,000. 

Q.  When  was  the  loan  made?  A.  Made  at  the  time  of  the 
exchange  of  the  properties. 
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Q.  Was  the  person  who  borrowed  the  money  concerned  with 
the  exchange?  A.  He  was  the  owner  who  made  the  exchange. 
In  other  words,  he  was  a  dummy  that  represented  the  real  owners, 
as  I  understand.    I  do  not  know  Peters. 

Q.  There  was  an  encumbrance  on  the  Waco  property  at  the 
time  of  the  exchange?    A.  None  whatever. 

Q.  And  you  took  full  value  in  the  Broadway  property  for  the 
Waco  property,  and  then  made  a  loan  on  the  Waco  property  to 
the  one  from  whom  you  had  received  the  Broadway  property,  or 
someone  representing  him  ?   A.  That  is  a  fact. 

Q.  How  long  was  it  after  you  made  the  loan  when  you  fore- 
closed it  ?  A.  I  do  not  think  there  was  any  foreclosure  of  that. 

Q.  How  did  you  get  the  Waco  property  back?  A.  It  was  con- 
veyed back. 

Q.  By  whom?    A.  By  Peters. 

Q.  And  how  long  after  the  loan  was  made  by  the  company? 
A.  I  think  on  the  first  defanilt  of  interest. 

Q.  Was  interest  in  default  on  the  first  instalment?  A.  On 
the  first  rnstalment,  to  my  recollection. 

Q.  Then  it  was  conveyed  back  ?  A.  I  want  to  ask  you  a  ques- 
tion, Mr.  Hughes  —  I  do  not  want  to  violate  my  duties  as  a  law- 
yer —  whether  it  is  right  for  me  to  testify  on  information  received 
from  my  client? 

Q.  Your  client  is  here  silent,  an4  apparently  acquiescent.  A. 
I  am  perfectly  willing  to  give  all  the  information  I  have  if  they 
will  consent. 

ME.  HUGHES:   Is  there  any  objection? 

MK.  SCOTT:  We  will  explain  it  satisfactorily,  and  he  may 
give  the  benefit  of  his  knowledge. 

Q.  Was  this  property  conveyed  to  the  company  in  payment  of 
the  loan  ?   A.  It  was. 

Q.  Was  that  within  two  weeks  or  three  months  of  the  time 
of  the  making  of  the  loan  ?    A.  It  was  six  months. 

Q.  It  was  within  the  same  year?  A.  It  was  within  the  same 
year,  yes. 

Q.  By  the  report  of  1902,  it  appears  now  the  same  property  is 
acquired  in  1902,  and  the  book  value  is  $204,697.20.    A.  Those 
are  the  figures. 
126 
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Q.  Look  at  them  and  see  if  tkey  are  correct.    A.  Yes,  sir. 

Q.  How  is  that  the  book  value;  is  that  the  cost?  A.  I  could 
not  tell  you  how  they  get  at  the  book  value. 

Q.  What  was  the  amount  of  the  mortgage?  A.  $125,000,  ac- 
cording to  my  recollection. 

Q.  If  it  was  deeded  to  the  company  in  payment  of  the  mort- 
gage, that  would  be  the  cost,  would  it  not  ?    A.  I  presume  so. 

Q.  Did  the  company  pay  any  additional  moneys  ?  A.  No, 
none  whatever. 

Q.  Did  it  get  the  property  for  $125,000?  A.  Plus  the  in- 
terest. 

Q.  Plus  the  interest  in  default  on  the  first  instalment?  A 
Yes. 

Q.  How  is  this  book  value  of  $204,000  arrived  at;  you  have 
no  idea  of  that?  A.  I  suppose  it  must  be  by  assimilating  the 
value  to  the  value  of  the  appraisals. 

ME.  HUGHES:    That  is  all,  Mr.  Gilbert 

WILLIAM  N.  ELBEET,  resumed. 

BY  ME.  HUGHES: 

Q.  How  is  this  book  value,  $204^697,  arrived  at  ?  A.  t  do  not 
know,  sir. 

Q.  You  were  comptroller  of  the  company  at  the  time  of  this 
leport  in  1902  ?  A.  I  am  superintendent  of  real  estate,  but  not 
comptroller. 

Q.  I  beg  your  pardon.  Superintendent  of  real  estate.  How 
was  the  market  value  of  $205,000  arrived  at  ?  A.  I  should  say 
it  must  have  been  done  in  accordance  with  Mr.  Gilbert's  testi- 
mony.    Beyond  that  I  have  no  idea,  sir. 

Q.  How  was  it  that  this  same  property  was  valued  in  1900  in 
your  report  at  $253,957,  in  1901  at  $225,000,  and  in  1902  at 
$205,000?  A.  Well,  1902  it  was  naturally  explained  by  that 
being  the  cost  of  the  property,  and  returned  to  the  company. 

Q.  JSTo,  this  is  a  matter  of  market  value  I  am  speaking  of, 
which,  as  your  reports  show,  is  quite  a  different  thing  from 
cost,  because  it  took  a  couple  of  years  to  bring  up  the  book 
value  to  the  market  value  of  $253,000.  How  does  it  happen  that 
the  next  year  the  market  value  is  put  up  at  $205,000  ?  A.  I  im- 
agine in  accordance  with  the  official  appraisals  received  by  the 
kjompany. 
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Q.  Do  you  know  tiiat  you  had  an  official  appraisal?  A.  I 
think  there  was ;  yes,  sir.     I  am  sure  of  that.     I  have  not  it. 

Q.  Did  you,  as  superrntendent,  have  to  do  with  this  real  es- 
tate? A.  Simply  in  connection  with  the  management  of  the 
property  and  the  collecting  of  rents,  and  so  on. 

Q.  In  connection  with  the  management  of  the  property  did 
you  after  1902  collect  the  rent  of  this  property?     A;  Yes,  sir. 

Q.  Have  you  a  statement  of  the  rents  collected?  A.  iSTot  in 
r.  statement  form;  no,  sir. 

Q.  Did  you  collect  the  rents  during  the  whole  year  of  1902  ? 
A.  Yes,  sir ;  I  think  so. 

Q.  Without  a  break  ?  A.  That  is  from  the  time  it  was  ac- 
quired again. 

Q.  Let  me  see  what  statement  you  have  of  that  matter?  A. 
Of  which  ? 

Q.  Of  the  rents.     A.  X  have  no  statement  of  those  rents,  sir, 

WILLIAM  T.  GILBEET,  resumed. 
BY  ME.  HUGHES: 

Q.  What  is  the  explanation  of  this  difference  in  value  between 
$253,000  alleged  market  value  of  1900,  the  $225,000  of  1901  and 
the  $205,000  of  1902  on  the  same  property?  A.  In  ]898  the 
property  was  appraised  at  the  request  of  our  Insurance  Depart- 
ment i)y  appraisers  appointed  by  Jefferson  Johnson,  Commis- 
sioner of  Insurance  of  Texas,  at  $253,000.  At  the  time  of  the 
examination  in  1901  by  the  joint  Texas  and  Tennessee  Depart- 
ments, Mr.  Jefferson  Johnson  had  the  property  again  appraised 
and  at  that  time  at  the  figure  stated  there. 

Q.  At  $205,000  ?     A.  Yes. 

Q.  What  was  the  date  of  that  appraisal  ?     A.  In  August,  1901. 

Q.  1902  you  mean  ?     A.  1901. 

Q.  1901.  Appraised  at  $205,000  ?  A.  I  think  it  was  $205,000 
or  $225,000. 

Q.  Which  was  it?  A.  That  is  what  I  am  trying  to  find  my- 
self. I  did  not  suppose  you  would  ask  me  these  questions,  that 
is  why  I  did  not  prepare  myself. 

Q.  You  seem  to  be  the  best  informed,  so  I  have  to  ask  you. 
A.  I  will  give  you  all  the  information  I  can.  I  will  verify  that. 
(After  consultation  with  Mr.  Scott.)  My  recollection  now  is, 
ifr.  Hughes,  that  Mr.  Johnson  did  not  send  us  on  those  ap- 
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praisals.  We  just  took  the  results  —  found  out  what  they  were 
appraised  at  from  the  result  of  the  examination. 

Q.  When  did  you  find  it  out?     A.  In  1901. 

Q.  Why  did  you  not  put  it  in  your  report  for  1901  ?  A.  I  can- 
not answer  that  question. 

Q.  You  have  market  value  at  the  end  o£  1901  $221,000?  A. 
Yes. 

Q.  Although  you  had  an  appraisal  of  it  at  $205,000  ?  A.  No, 
$225,000. 

Q.  You  had  an  appraisal  of  $225,000?    A.  Yes. 

Q.  Why  did  not  you  put  it  at  $225,000  in  the  report  of  1902 
instead  of  $205,000  ?    A.  I  cannot  tell  the  reason  why. 

Q.  Don't  know  anything  about  that?    A.  JSTo. 

Q.  Where  did  the  company  get  the  information  for  making  up 
the  report  of  1902?  A.  My  informatian  is  that  their  representa- 
tive was  here  conducting  the  examination  and  gave  us  the  infor- 
mation. 

Q.  Did  the  property  actually  fluctuate  in  value  $20,000  that 
year?    A.  I  do  not  think  so. 

Q.  Now,  in  1903  the  value  is  put  at  $220,000.  It  goes  up  from 
the  $205,000  to  $220,000.  What  is  the  explanation  of  that  ?  A. 
The  value  of  the  cost,  of  the  market 

Q.  The  market  value?  A.  The  appraisal  was  $225,000  and  I 
suppose  they  could  carry  it  at  anything  below  the  appraisal  they 
thought  proper. 

Q.  When  they  are  swearing  to  the  market  value?  A.  I  can- 
not answer  that  question.    I  do  not  know. 

Q.  As  a  matter  of  fact  they  took  credit A.  That  is  1903. 

Q.  Yes,  took  credit  for  the  $15,000  increase  in  market  value  in 
the  report  of  1903.    A.  Yes. 

Q.  Now,  in  1904  the  property  is  put  up  another  five  thousand 
dollars,  and  is  valued  at  $225,000.    A.  1904? 

Q.  Yes.     A.  I  do  not  find  it  in  1904. 

Q.  There  (indicating).     A.  Yes. 

Q.  And  the  company  took  credit  for  that  five  tihousand  dollars  ? 
A.  Yes. 

Q.  As  a  profit  made A.  No,  beg  your  pardon. 

Q.  Well,  I  mean  as  an  excess?  A.  No,  beg  your  pardon.  They 
carried  the  properties  in  the  report  at  the  'book  value,  not  at  the 
market  value. 
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Q.  But  in  your  statement  you  took  as  a  part  of  your  assets  the 
excess?    A.  Not  in  this  statement. 

Q.  ParSon  me,  excess  of  market  value  over  book  values,  do  you 
not?     A.  Only  where  we  have  taken  advantage  of  them. 

Q.  "What  ?    A.  Let  me  verify  it  again. 

Q.  Market  value  over  book  value,  $18,000?  A.  Yes,  I  guess 
that  is  a  fact. 

Q.  Yes,  you  do  that  right  along?    A.  Yes. 

Q.  Now,  have  you  any  explanation  other  than  you  have  stated 
for  the  fluctuation  in  the  values  of  this  Waco  property  as.  stated 
in  your  report?    A.  I  have  not. 

Q.  I  should  like  to  have  the  appraisal  that  you  refer  to  as  hav- 
ing been  made  in  1901.  Have  you  had  any  more  recent  ap^ 
praisal?     A.  No,  sir,  not  that  I  know  of. 

Q.  Now  I  find  here  in  the  report  of  1897  the  following  pTO\y- 
erty:  Four-story  brick  and  stone  building,  90  by  60  feet,  lot  10, 
First  Tything,  Reynolds  Ward,  City  of  Savannah,  Georgia,  re- 
corded in  Register's  office  of  Chatham  County,  Book  6  Y.  S.  Pages 
398-391?    A.  Yes. 

Q.  In  your  statement  of  189Y  you  took  credit  as  a  profit  dur- 
ing the  year  on  account  of  the  Savannah,  Georgia,  real  estate  of 
$18,436.24.  That  refers  to  the  real  estate  I  have  mentioned?  A. 
Yes. 

Q.  That  credit  was  by  marking  up  the  book  value  of  the  prop- 
erty the  amount  I  have  stated?    A.  $16,000 

Q.  $18,000.     A.  Yes,  that  is  right. 

Q.  Did  you  have  an  appraisal  of  that  property?     A.  We  did., 

Q.  Have  you  got  it  here?    A.  Yes,  sir  (producing  paper.) 

Q.  The  appraisal  you  speak  of  is  as  follows 

ME.  HUGHES:  I  will  offer  it  in  evidence. 

(Paper  marked  Exhibit  727.) 

Mr.  Hughes  read  Exhibit  No.  727. 

Q.  Have  you  the  amount  that  property  had  cost  your  com- 
pany?   A.  $83,107.26. 

Q.  What  was  the  date?  A.  Of  course  where  I  make  these 
answers  it  is  not  from  personal  knowledge,  but  from  records 
furnished  me. 
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Q.  What  was  the  date  of  the  acquisitiou?  A.  I  could  not  say. 
It  was  prior  to  1897. 

Q.  So  having  property  which  cost  $83,107.26  in  1897,  the 
property  was  marked  up  $18,436.24?    A.  Eight. 

Q.  You  did  not  have  this  appraisal  at  that  time  in  1897?  A. 
A'ot  from  the  date  of  it  apparently. 

Q!  ISo,  you  did  not  have  any,  did  you?  A.  Yes,  there  must 
have  been  appraisals,  but  that  is  the  only  one  I  have  seen. 

Q.  In  1898  the  property  was  left  at  the  same  amount  and  in 
1899  that  property  was  marked  up  again  and  profit  taken  in  the 
transactions  of  the  year  at  $19,464.37?    A.  Eight. 

Q.  When  did  you  dispose  of  that  property?  A.  In  October, 
1901. 

Q.  Before  it  went  up  in  1901  it  was  marked  up  once  more 
$8,722.39,  was  it  not?  A.  I  fancy  that  must  have  been  some 
alterations  in  the  building. 

Q.  Do  you  think  so?    A.  Yes. 

Q.  You  think  that  is  the  fact?    A.  Yes.    It  is  not  on  this  list. 

Q.  Yes,  but'  it  happens  to  bring  it  up  to  the  appraisal  you  got 
shortly  after?    A.  I  cannot  swear  to  it.    I  did  not  remember  that. 

Q.  I  call  your  attention  to  the  fact  that  at  the  statement  of 
December  31st,  1901,  puts  the  market  value  at  $129,301?  A.  Yes. 

Q.  And  that  is  the  amount  shown  by  the  appraisal  you  have 
fu-rnished  me  of  November  14th,  1900?    A.  Yes. 

Q.  Thereupon  you  at  once  took  credit  in  your  report  for  the 
difference  between  the  book  value  as  previously  enhanced  and  the 
said  a,ppraised  value  by  an  addition  of  $8,722.39?  A.  That  ap- 
pears to  be  the  case. 

Q.  Now  in  1901  the  property  was  disposed  of?     A.  Yes. 

Q.  In  what  manner?    A.  In  part  exchange  for  the  Ea'rlington. 

Q.  What  is  the  Earlington?  A.  The  property  on  West 
Twenty-seventh  Street. 

Q.  Who  was  the  other  party  to  the  exchange?  A.  Mrs.  Alice 
Gill. 

Q.  Who  represented  her?    A.  Her  counsel. 

Q.  ISTow  did  she  appear  in  her  own  name  in  the  transaction? 
A.  Yes. 

Q.  What  were  the  terms  of  the  exchange?    A.  The  excliange 

of  a  piece  of  property  at  Englewood,   a  piece  of  property  at 

Mamaroneck  and  the  Savannah  property,  and  cash. 

I      Q.  What  were  those  propcr+ies  put  in  at,  and  what  was  the 

'■amount  of  the  cash?     A.  Englewood  was    put    in    at    $10,000 
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Mainaroneds  at  $50,000  and  Savannali  at  $150,00^  and 
Si^43,063.52  in  cash. 

Q.  What  proj)^r,ty  did  you  get?  A.  We  got  the  property  on 
AVest  Twenty-seventh  Street  known  as  th&  Hotel"  Earlington. 

Q.  Wh^t  was.  the  total  amount  of  the  consideration  you  paid  in 
the  properties  so  sold  and  exchanged  ?    A.  $253,063.52. 

Q.  Was  SO'  West  Twenty-eighth  Street  acquired  at  the  same 
time?    A.  ISo,  that  was  acquired  later. 

Q.  In  the  same  year?    A.  In  the.  year,  yes. 

Q.  What  did  you  say  was  the  total  amount  you  paid?  A. 
$253,063.52-. 

Q.  How  was  it  you  entered  the  Twenty-seventh  Street  property 
in  your  report  at  book  value  $327,063.52?  I  refer  to  the  report 
of  1901  ?    A.  Apparently  there  was  an  enhancement  of  $70,000. 

Q.  How  an  enhancement?  A.  As  the  difference  between  $253,- 

000  afld  $323,000  i^  $-70,000. 

Q.  You  mean  as  soon  as  you  bought  it  you  put  a  profit  on  y/)ur 
books  of  $70,000  ?  A.  That  appears  to-be  the  case,  that  is,  it  was 
in  the  follo\sfing  December. 

Q.  When  was  the,  date  you  acquired  it  ?  A.I  cannot  give  voti 
th,e  exa,c1i  date-r-rit  was  the  16th  of  September — I  think  the  title 
was  closed  on  the  9th  of  September. 

Q.  In  1901  ?    A.  Yes. 

Q.  Your  report  was  December  31st,  1901?    A.  Yes,  sii. 

Q.  Savannah  went  oiit  in  September,  1901.  When  did  it  come 
back  ?  I  am  referring  to  the  sam.e  piece  of  property  in  Savannah  ? 
A.  About  a  year  afterwards,  I  think. 

Q.  From  whom  did  you  get  it  ?    A.  Mrs.  Alice  Gill. 

Q.  What  did  you  pay  for  it  ?    A.  We  cancelled  the  mortgage. 

1  think  that  was  all. 

Q.  What  mortgage  ?    A.  The  mortgage  on  the  property. 

Q.  To  whom  did  you  make  the  mortgage  ?    A.  Mrs.  Alice  Gill. 

Q.  For  what  amount  ?    A.  $70,000. 

Q.  At  the  time A.  Let  me  have  the  report.  The  mort- 
gage is  reported  thjCre  on  the  last  page  of  the  1901  report. 

Q.  You  mean  a  mortgage  from  Mrs.  Gill  to  the  company  on  a 
loan  by  the  company  to  Mrs.  Gill?    A.  Yes,  sir.    $85,000. 

Q.  Ho'^y  long  after  that  mortgage  was  made  did  you  get  the 
title  back?  A.  About  a  year,  I  should  say.  I  cannot  give  you 
the  exact  date. 

0.  How  long  was  the  interest  paid  ?  A.  I  think  one  payment 
of  interest. 
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Q.  And  then  Mrs.  Gill  defaulted?    A.  Offered  to  give  us  back 
the  property. 

Q.  Offered  to  deed  you  the  equity  in  consideration  of  the  can- 
cellation of  the  mortgage?    A.  Yes. 

Q.  And  that  showed  the  property  at  a  cost  to  you  of  $85,000  ? 
A.  Yes. 

Q.  And  you  entered  it  upon  your  books  at  what  book  value  ? 
A.  I  could  not  tell  you. 

Q.  What  was  the  year  in  which  you  got  it  back?  A.  1902,  I 
should  think. 

Q.  It  does  not  appear  in  1902  ?  A.  I  do  not  think  it  appears  in 
any  of  the  reports  anywhere. 

Q.  It  should,  if  you  acquired  it  ?  A.  I  think  not.  We  could 
sell  it  again. 

Q.  It  appears  in  1903,  the  same  property  in  Savanpah?  A. 
Then  I  am  apparently  wrong  as  to  my  statement.  Mr.  Gill  did 
not -give  it  back  as  soon  as  I  supposed. 

Q.  Yes.  In  1903  the  property  in  Savannah,  and  the  same  prop- 
erty to  which  I  have  already  referred,  appears  to  be  owned  by 
your  company,  and  the  book  value  is  put  at  $202,431.94  ?    A.  Yes. 

Q.  How  was  that  figure  arrived  at?  A.  I  cannot  tell  you. 
Probably  in  the  same  way. 

Q.  By  an  enbancement  ?    A.  Probably. 

Q.  Marked  up  on  acquisition  over  and  above  the  amount  of  the 
mortgage  for  which  you  took  it  ?    A.  It  appears  to  be  so. 

Q.  Then  there  is  a  market  value  stated  there  of  $110,000. 
Where  did  you  get  your  market  value?    A.  Prom  appraisals. 

Q.  Was  it  not  agreed  to  make  the  property  worth  $110,000  at 
that  time  when  it  appeared  from  the  other  appraisals  to  be  worth 
$109,000  ?    A.  I  suppose  the  difference  of  the  appraisers. 

Q.  Personal  equation?    A.  Yes. 

Q.  What  became  of  that  property  after  that  time  ?  A.  I  think 
it  is  held  on  mortgage  still. 

Q.  You  must  have  deeded  it  to  somebody.  You  got  the  title 
in  1903.  To  whom  did  you  transfer  it  ?  A.  That  is  what  I  am 
'looking  for. 

Q.  Well,  in  May,  1904,  was  it?    A.  Yes,  that  is  right. 

Q.  To  whom?  A.  It  was  exchanged  for  534  and  536  Broad- 
way. 

Q.  536  and  538  Broadway?    A.  Yes,  sir. 

Q.  With  whom  did  you  deal  in  that  transaction  ?  A,  What  was 
the  name  of  the  party?    Walter  S.  Jones. 
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Q.  The  same  parties  with  whom  you  had  dealt  —  the  same 
party  you  had  dealt  with  in  connection  with  530  and  532  ?  A.  "No, 
it  came  from  three  different  sources. 

Q.  You  treated  that  on  what  terms  ?  You  put  in  the  Savannali 
property  for  how  much?    A.  $175,000. 

Q.  What  did  you  get  the  Broadway  property  for  or  at  what 
amoimt?    A.  $272,200. 

Q.  How  was  the  difference  made  up  ?  A.  The  Englewood 
property  was  put  in  at  $12,000,  the  Auditorium  Waco  at  $75,000. 

Q.  Is  this  the  same  Englewood  property  or  different?  A.  No, 
the  same  one. 

Q.  It  came  back?  A.  Yes,  -syhen  Mrs.  Gill  cancelled  one,  sh:; 
cancelled  all  three.     Savannah  $175,000  and  $10,200  cash. 

Q.  Was  there  a  mortgage  in  connection  with  that  transaction  ? 
A.  There  was, 

Q.  For  what  amount  ?    A.  $70,000  on  the  Savannah  property. 

Q.  What  was  the  date  of  that  mortgage  ?    A.  May,  1904. 

Q.  Has  it  been  foreclosed?    A.  It  is  under  foreclosure  now. 

Q.  The  property  has  not  been  deeded  back  to  the  company. 
A.  No. 

Q.  When  was  there  a  default  iH.  interest?  A.  I  started  the 
foreclosure  last  May,  I  think  it  was,  some  time. 

Q.  Then  properties  534  and  536  Broadway  —  was  that  it?  A. 
636  and  538. 

Q.  Came  in  in  1904.    A.  Yes. 

Q.  At  what  value  ?    A.  It  came  back  at  what  value  ? 

Q.  Yes,  those  properties  came  in  and  you  took  them  at  what 
value;  that  is,  what  was  the  value  according  to  the  properties 
you  gave  in  exchange  ?    A.  $272,200. 

Q.  And  what  was  the  value  of  530  and  532  Broadway  when 
you  acquired  them  ?  That  is,  the  cost  to  you,  taking  into  consid- 
eration the  value  of  the  properties  given  in  exchange?  A.  530 
was  $144,911.79. 

Q.  And  532  ?    A.  $275,000. 

Q.  And  the  other  three?    A.  No — : — 

Q.  534,  536,  538  ?  A.  $275,000  is  the  first  three  I  gave  you. 
530,  532  and  534.    And  then  536  and  8 

Q.  What  are  536  and  538,  those  last  acquired?  A.  Those  are 
the  first  ones.   I  gave  you  $272,200. 

Q.  Making  a  total  of  $690,111,  is  that  right?  A.  It  seems  to 
be. 
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Q.  Aiid  in  your  report  for  1904  you  put  those  in  at  a  -bock 
value  of  $954,145.51?    A.  Apparently  so,  yeS. 

Q.  What  is  the  explanation  of  the  d'iffel'toee  ?  A.  I  6 to  give 
no  explanation  of  it.  I  do  not  know,  sir.  It  would  appear  to  be 
a  case  of  marking  up. 

Q.  Marking  up  the  values  so  that  you  took  a  large  profit  on 

those  Broadway  properties A.  Well,  there  is  one  explanation 

you  can  make 

Q.  As  soon  as  you  obtained  them?  A.  Of  course,  when  you 
—  there  is  a  certain  value  added  to  the  property  by  having  the 
three  pieces  in  one  ownership,  what  real  estate  men  call  plottage, 
and  that  went  in. 

Q.  You  took  plottage  on  that  ?    A.  Yes. 

Q.  And  enfhanced  it  ill  value  ?  A.  The  plottage  was  appraised 
at  sixty  thousand  dollars. 

Q.  Sixty  thousand  dollars?  A.  I  will  just  say  one  word  in 
explanation  about  that  last  piece  of  property.  But  before  the 
society  owned  the  two  oil  the  corner  of  Spring  street  and  Broad- 
way — ■  and  534  and  536  runs  around  into  S^pring  street,  so  it  com- 
pletely surrounded  the  old  property — and  by  the  acquisition  of 
that  it  gave  the  company  the' title  to  a  big  tradt  of  land,  about  l25 
feet  square. 

Q.  And  you  thought  the  value  of  the  plottage,  or  having  all  in 
one  ownership  was  about  sixty  thousand  dollars?  A.  That  is  wh&t 
the  real  estate  men  thought. 

Q.  That  makes  a  total  of  $752,000,  but  still  it  is  two  hundred 
thousand  dollars  short  of  the  book  value  of  Decembet  31st,  1904, 
es  contained  in  your  statement.  A.  That  appears  to  be  a  case  of 
marking  up,  as  I  said,  Mr.  Hughes.  I  do  not  prepare  the  i^poirts; 
I  am  only  giving  you  my  best  information. 

Q.  And  the  amount  of  that  enhanced  value  Went  into A. 

Profit  and  loss  account. 

Q.  Went  into  your  statement  for  the  year  and  to  that  extent 
enhanced  your  profits  ?  A.  Yes.  It  did  not  bring  it  up  to  the 
appraised  value  of  the  property. 

Q.  I  see  that  it  did  not,  but  you  have  here  a  valuation  of  $995  - 
000.    A.  Whatever  it  is  there.  ' 

Q.  On  December  31st,  1904?  A.  Of  course,  I  take  your  Word 
for  it. 

Q.  And  you  took  credit  for  the  market  value  over  book  value 
in  your  report?    A.  We  undoubtedly  must  iave. 
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Q.  First  in  yoitr  report  y6u  put  in  the  book  value  ?    A.  Yes. 

Q.  Then  you  put  in  a  separate  item  of  excess  of  market  value 
over  book  value?    A.  Yes. 

■Q.  So  that  when  you  enhance  the  book  value  you  get  an  in- 
crease in  the  total  of  your  assets  accordingly?    A.  Certainly. 

Q.  Then  when  you  take  the  market  value  in  its  excesses  over 
book  value  you  get  an  increase  in  your  assets  or  profit  for  the  year 
accordingly?-    A.  Certainly,  that  is  what  it  is  done  for,  I  suppose. 

■Q.  Now,  a  little  back  we  found  a  reference  to  a  Mamaroneck 
-property.  How  did  you  acquire  that  property?  A.  Under  fore- 
closure, I  believe. 

Q.  What  was  the  ainount  of  the  debt  fol-  which  you  took  it? 
A.  I  could  not  give  you  the  exact  amount.  It  was  made  to  secure 
i.n  agent's  indebtedness,  and  I  could  not  give  you  the  exact 
amount.  What  was  the  amount  of  this,  Hubbard  ?  I  think  it  was 
just  tmder,  or  just  about  tw-enty  thousand  dollars;  that  is  my  best 
recollection. 

Q.  It  appears  that  you  acquired  that  property  in  1900.  Does 
that  accord  with  your  memorandum?  A.  That  is  about  my  recol- 
lection, yes.     I  have  no  memorandum  about  it. 

•Q.  Wvae  hundred  and  sixty-four  thousandths  acres  of  ground, 
with  two  and  one-half  story  frame  house,  stable,  Mamaroneck, 
Westchester  County,  New  York?    A.  Yes. 

■  Q.  Having  acquired  that  on  foreclosure  for  a  debt  of  twenty 
thousaUd  dollars,  approximately,  as  soon  as  it  was  acquired  was 
put  in  at  a  book  value  of  fortj^  thousaiid  dollars?  A.  That  appears 
to  be  the  case. 

Q.  It  was  marked  up  immediately  on  its  acquisition?  A.  Ap- 
p&i'ently  so.  Of  course,  they  had  appraisals  for  that.  I  have  seen 
the  appraisals  at  that  value,  and  I  suppose  everybody  knows  that 
a  sale  under  foreclosure  does  not  produce  the  best  estimate  for  the 
Value  of  a  piece  of  property. 

Q.  If  you  carried  your  real  estate  on  your  books  at  cost,  and 
then  in  your  reports  took  credit  for  the  excess  of  the  claimed 
market  value  over  cost,  that  would  be  one  thing.     A.  Yes. 

Q.  As  a  matter  of  fact,  you  start  in  the  first  instance  by  in- 
creasing your  book  value  and  then  take  also  the  excess  of  ap- 
praised value  over  book  value  ?  A.  As  I  said'  to  you  the  other 
My,  the  commissioners  themselves  make  the  distinction  between 
book  'anA  '6ost  Valu«. 

Q.  Well,  book  value  is  whatever  you  carry  it  on  your  books? 
A.  Yes. 
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Q.  And  usually  it  means  cost,  does  it  not?  A.  TJsually  it 
beems  to  be  the  same,  tut  as  the  commissioners  make  a  difference, 
I  suppose  the  company  has  to  be  governed  by  their  rules. 

Q.  To  whom  do  yon  refer  by  the  commissioners?  A.  The 
commissioners  of  the  different  States. 

Q.  No  commissioner  has  made  a  ruling  that  there  should  be 
included  in  the  book  value  an  amount  in  excess  of  the  cost  of  the 
property?  A.  Wo,  but  a  commissioner  has  made  a  distinction' 
between  the  cost  and  book  values,  and  in  the  blanks  he  sends  out 
he  strikes  out  the  vi'ords  book  value  and  puts  in  the  words  cost 
value. 

Q.  He  may  have  in  mind  the  importance  of  having  a  definition 
of  the  amount  paid.  A.  And,  of  course,  if  he  had  called  for  the 
cost  value  the  company  would  have  reported  it.  It  all  comes 
down  to  the  question  of  the  value  of  the  property  in  the  final 
end,  and  the  other  appears  to  me  to  be  a  matter  of  bookkeeping. 

Q.  Of  course,  an  excess  of  market  value  over  what  appears  to 
be  cost  is  not  as  striking  if  the  book  value  itself  has  been  pre- 
viously enhanced?  A.  That  is  true;  it  enables  it  to  be  hidden  a 
little  bit. 

Q.  The  Mamaroneck  goes  out  in  1901.  That  is  when  you  dis- 
posed of  it?  A.  Yes.  Wait,  and  I  will  give  you  the  date.  I  was 
trying  to  find  where  it  went  to. 

Q.  I  think  you  mentioned  it  in  one  of  the  trades  to  which  you 
referred  in  connection  with  either  the  Waco  or  Savannah  prop- 
erty?   A.  Yes,  it  went  into  the  Earlington. 

Q.  At  what  value,  $50,000,  was  it  not?  A.  My  recollection  is 
it  was  $40,000. 

Q.  I  think  you  read  $50,000  a  minute  ago.  A.  I  think  it  waa 
forty  thousand.  .  The  best  answer  I  can  give,  Mr.  Hughes,  is" 
that  I  think  it  went  into  the  $40,442.17. 

Q.  When  did  you  get  it  back?  A.  At  the  same  time  with  the 
rest  of  the  property. 

Q.  That  is  from  Mrs.  Gill?    A.  Yes. 

Q.  TVTien  you  got  back  the  Savannah  property?    A.  Yes,  sir. 

Q.  Did  she  give  you  a  separate  mortgage  on  the  Mamaroneck 
property?    A.  Yes,  three"  separate  mortgages. 

Q.  What  was  the  third  piece  of  property?    A.  The  Englewood. 

Q.  "\^Tiat  was  the  amount  of  the  mortgage  that  she  gave  you 
on  the  Mamaroneck  property?  A.  Mamaroneck,  I  think  it  was 
$20,000  or  $25,000. 
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Q.  And  on  the  Englewood?    A.  I  think  it  ■(^iiS  five  thousand. 

Q.  How  long  was  it  before  you  took  the  Mamaroneck  property? 
A.  All  three  came  back  at  the  same  time. 

Q.  What  is  the  explanation  of  that  transaction?  A.  Well,  the 
explanation,  what  I  had  in  my  mind  in  the  matter  was,  that  we 
owned  these  three  pieces  o"f  property,  one  a  small  house  in  Engle- 
wood, which  was  acquired  from  an  old  mortgage  held  for  a  long 
time;  we  held  this  farm,  practically  a  farm,  in  Mamaroneck,  and 
the  building  in  Savannah,  and  it  was  felt  by  the  officers  of  the 
company  that  if  there  was  any  possible'  M'ay  by  which  those 
properties  could  be  consolidated  into  a  piece  of  property  in  New 
York,  where  it  would  be  under  the  supervision  of  the  officers  and 
where  they  could  run  it  themselves  and  have  their  o^vn  officers 
in  charge  of  it,  it  would  be  that  much  better  for  the  society. 

Q.  And  that  was  the' reason  for  disposing  of  it?  A.  That  was 
the  reason  for  disposing  of  it. 

Q.  Whea  you  disposed  of  them,  what  was  the  reason  for  loan- 
ing on  them?  A.  It  was  one  of  the  requirements  of  the  sale.  You 
cannot  find  every  day  a  person  who  will  buy  a  piece  of  property 
down  in  Savannah,  Georgia,  here  in  New  York,  you  cp.nn.ot. 

Q.  So  the  whole  thing  was  arranged  at  the  time  of  the  sale? 
A.  The  conditions  of  the  sale,  yes. 

Q.  So  it  was  arranged  that  yoa  should  make  the  trade  and 
that  you  should  loan  certain  amounts  of  money  on  each  parcel  ? 
A.  Yes. 

Q.  And  then  that  you  should  take  the  equities  in  the  proper- 
ties in  cancellation  of  the  mortgages.  Yes.  That  was  not  a  part 
of  the  terms  of  the  trade.  Each  time,  or  both  times,  we  hoped 
we  had  gotten  rid  of  the  property. 

Q.  When  yon  made  the  mortgage A.  We  took — I  took 

back  the  property  to  save  myself  the  trouble,  and  the' company 
the  expense  of  making  a  foreclosure. 

Q.  The  net  result  was  you  paid  out  how  much  money  on  these 
parcels?  A.  We  paid  out  the  amount  of  the  mortgages  and  the 
cash  on  the  transactions. 

Q.  And  the  total  of  the  three  mortgages  was  how  much?  A. 
On  this  one  transaction  ? 

Q.  Yes?    A.  $110,000. 

Q.  And  by  the  payment  of  $110,000  you  acquired  the  prop- 
erties again?  A.  We  acquired  the  properties  on  Broadway— 
that  was  the  Earlington — we  acquired  the  Earlington  on  Twenty- 
seventh  Street. 
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Q^  In  discharge  of  the  mortgages  for  the  $110,000.  you  got  the, 
properties  back?     A.  Yes. 

Q.  So  the  net  result  was  you  paid  $110,000,  a®d  how  much 
extra  cash  did  you  pay  for  the  Earlington  ?  A.  I  do,  not  think 
there  was  any  extra  cash  for  the  Earlington.  There  '\yas  not  any 
extra  cash  for  the  Earlington. 

Q.  There  was  not  ?     A.  No. 

Q.  All  then  that  you  paid  was  in  these  mortgages?     A.  Yes. 

Q.  It  would  be  just  the  same  if  you  had  kept  the  Savannah, 
Englewood  and  Mamaroneck  property,  and  given  $110,000  for 
the  Earlington?  A.  The  result  would  have  been  the  same,  but 
with  this  distinction.  The  purpose  was  to  get  rid  of  those  unde- 
sirable out  of  town  properties. 

Q.  But  you  at  once  made  mortgages  upon  them?  A.  Yes, 
we  had  to.  We  hoped  they  would  not  come  back  and  had  no 
idea  they  would  come  back  when  we  took  tke  Earlington. 

Q.  And  for  which  you  had  to  take  them  back?     A.  Yes,  sir. 

Q.  You  did  not  anticipate  that  at  all  ?     A.  No. 

Q.  Are  you  right  in  saying  that  you  did  not  pay  anything  in 
cash  for  the  Earlington  ?  A.  $43,063.52  apparently.  My  atten- 
tion has  been  called  to  it.  As  I  said,  Mr.  Hughes,  I  am  only 
giving  the  best  explanation  I  can  from  these  certificates,  supported 
by  my  own  recollection. 

Q.  We  merely  want  the  facts  and  will  assume  what  you  state 
is  correct  until  the  contrary  appears.  What  is  the  date  of  that 
again  ?     A.  That  was  September,  1901. 

Q.  So  that  by  putting  up  the  money  on  the  mortgages  upon 
the  three  parcels  conveyed  and  the  $43,000  paid  in  cash,  yoiT 
in  effect  paid  $153,000  for  the  Earlijigton  property  ?     A.  Eight. 

Q.  And  that  was  the  property  consisting  of  four  lots?  A.  On 
Twenty-seventh  Street. 

Q.  On  Twenty-seventh  Street?     A.  Yes. 

Q.  And  in  December,  1901,  you  put  that  in  at  a  book  value  of 
.<^323,000?    A.  Yes. 

Q.  The  market  value  that  appears  in  these  statements  is  the 
market  value  of  the  interest  that  the  company  has  in  the  property? 
A.  Yes.     ' 

Q.  How  could  it  be  possible  that  you  could  acquire  in  Septem- 
ber, 1901,  a  property  on  a  cash  payment  in  effect,  of  $153,000, 
which  had  a  market  value  of  $375,000,  as  stated  in  that  report  ? 
A.  They  put  in  the  properties  too;  we  put  in  the  Savannah  prop- 
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erty — we  deeded  the  Savannah  property.     You  are  taking  the 
handsight 

Q.  I  am  taking  the  results.  A.  You  are  taiing  the  hindsight, 
and  we  acted  only  with  foresight. 

Q.  I  am  looking  at  the  fact,  that  within  a  few  months  you 
had  the  Savannah,  Englewood  and  Mamaroneck  properties  back 
and  were  out  tlie  $110,000.     A.  Yes,  that  is  right. 

Q.  Together  with  the  $43,000?    A.  Yes,  that  is  right. 

Q.  And  it  was  a  part  of  the  arrangement  that  Mrs.  Gill  should 
get  the  $110,000?    A.  Yes. 

Q.  Looking  at  it  from  her  standpoint  as  the  owner  of  the  prop- 
erty, she  was  content  to  let  it  go?  A.  She  was  very  much  dis- 
appointed. 

Q.  In  getting  the  $153,000  cash?  A.  She  thought  she  should 
do  better  with  the  property. 

Q.  The  whole  matter  comes  to  the  point  that  through  this  you 
are  enabled  to  make  a  more  satisfactory  showing  in  your  report. 
A.  That  is.  lie.  net  result,  but  that  is  not  the  purpose  of  the  trans- 
action. It  came  before  the  I'inance  Committee,  and  it  was  to 
get  rid  of  these  undesirable  properties  scattered ,  through  the 
country. 

Q.  We  find  a  large  number  of  properties  acquired  in  1901, 
according  to  the  1901  report.     A.  Those  are  the  Robinson  and' 
TuUy  proi)erties,  according  to  my  recollection. 

Q.  I  wish  you  would  go  through  those  properties  and  tell  me 
how  the  book  value  in  the  report  of  December  31st,  1901,  com- 
pares with  the  actual  amount  of  the  cost  of  those  properties.  A. 
50  West  Twenty-eighth  Street.  The  book  value  of  the  Twenty- 
eighth  Street  property,  apparently  is  $10,687.40,  above  the  cost 
value.  I  cannot  answer  your  question,  Mr.  Hughes,  about  the 
next  piece  of  property.  The  Kobinson  property,  the  next  piece, 
on  Eighteenth  Street,  was  acquired  at  a  cost  of  $52,746.74. 

Q.  And  it  is  put  in  at  a  book  value  of  what  amount?  A.  The 
same  amount. 

Q.  No  increase  there?  A.  'No,  no  increase  there,  and  it  vpas 
sold — do  you  want  to  know  that" 

Q.  No,  not  at  present.  Just  get  the  increases.  A.  Those  are 
taken  for  annuities  and  my  recollection  is  they  were  bought — 
That  item  there  appears  to  be — there  are  two  items  there — appears 
to  be — the 'next  to  enhancement  advance  of  $22,500,  those  twr- 
items  (indicating). 
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Q.  $22,500.  So  on  the  premises  which  you  acquired  in  that 
year,  1901,  your  book  in  your  annual  statement  and  in  your  books 
ii  profit  in  the  same  year  of  how  much  in  all?  A.  In  the  neighbor- 
hood of  $100,000  according  to  the  report. 

Q.  That  I  understand  was  actually  entered  in  your  books?  A. 
I  suppose  so. 

Q.  In  other  words  book  value  means  you  have  taken  that  profit 
on  your  books  as  though  it  were  realized?  A.  I  suppose  so,  un- 
doubtedly. 

Q.  Now,  in  1902 — ^we  have  already  referred  to  the  properties 
on  Broadway  which  you  acquired?    A.  Yes. 

Q.  You  also  acquired  in  that  year  Wooster  Street  property, 
did  you  not?  A.  That  came  with  the  Broadway  property  as  part 
of  that— I  think  that  was  in  1902. 

Q.  In  1903  you  acquired  certain  properties  on  One  Hundred 
and  Thirteenth  and  One  Hundred  and  Twelfth  Street?  A.  Those 
are  annuities. 

Q.  And  also  One  Hundred  and  Sixth  Street?    A.  Yes. 

Q.  Was  there  any  enhancement  there  the  same  year  it  was 
taken?  A.  I  should  say  not  in  those  figures.  Those  are  the  an- 
nuity propositions. 

MR.  HUGHES:  iN^ow  I  will  read  upon  the  record  certain  ex- 
tracts from  the  reports  of  the  Provident  Life  Assurance  Society 
showing  profit  and  loss  items. 

189Y  under  the  head  of  income  during  the  year  1897. 

I'rofit  and  loss  agencies $101.31 

Waco,  Texas,  Natatorium  Company  shop 2,000.00 

Waco,  Texas,  real  estate 56  527.17 

Savannah,  Georgia,  real  estate 18,436.24- 

Total $77,065.55 

From  the  report  of  December  31, 1898,  under  the  head 

of  income  profit  and  loss, 
Waco,  Texas,  real  estate! $25  000.00 

IVom  the  report  of  December  31,  1899,  and  under  the 
head  of  income  for  the  year  1899,  profit  and  loss, 
WaxM>,  Texas,  property 26,985.50 

Savannah,  Georgia,  property 19  464.37 

Total $46,444.87 
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From  the  report  of  1900  under  the  head  of  income  for 
the  year  1900,  profit  and  loss,  real  estate, 
Mamaroneck,  New  York $16,000.00 

Real  estate  Tunica,  Mississippi 6,558.37 

Total $22,558.37 

Report  of  1901  under  head  of  income  profit  on  sales  of 

real  estate $145,786.27 

From  that  time  on  the  real  estate  and  other  securities  are  not 
separated.  In  the  report  of  1902  we  have  the  item  under  the  head 
of  income  profit  of  sales  of  matured  or  ledger  assets  $149,533.28. 

From  the  report  of  1903  we  have  items  under  the  head  of 
income  profit  of  sale  matured  ledger  assets  $63,637.99. 

Report  of  1902  we  have  the  item  profit  on  sale  of  matured  ledger 
assets  $238,005.35. 

Q.  Was  Mrs.  Gill  the  owner  of  the  property  to  which  you  have 
referred?     A.  Yes,  sir. 

Q.  Who  was  the  person  behind  Mr.  Peters  in  the  other  trans- 
■  action  ?     A.  Boehm  &  Coon. 

E.  W.  SOOTT  resumed. 

BY  MR.  HUGHES : 

Q.  Mr.  Scott,  have  you  a  statement  of  the  amounts  paid  back 
by  agents  in  December,  1903,  to  re-advance  to  1904  i  A.  I  think 
so ;  yes,  sir  (producing  paper) . 

MR.  HUGHES :    I  offer  it  in  evidence. 

THE  WITNESS :    That  is  for  the  third  year,  Mr.  Hughes. 

(Paper  marked  Exhibit  728.) 

"  Paper,  read  in  evidence  by  Mr.  H\;ghes. 

BY  MR.  HUGHES: 

Q.  Now,  from  this  it  appears  that  in  December,  1903,  the 
agents'  balances  bonded  were  $50,000  and  unsecured  $235,333.33. 
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A.re  these  the.  balances  at  the  end  of  the  moath  meationed  ?  A. 
Yes,  sir ;  the  ead  of  each  month. 

Q.  What  is  .meant  by  bonded  advances?  A.  Those  are  balances 
secured  by  a  surety  bond. 

Q,  What  company  —  any  particular  company  ?  A.  Yes ;  the 
National.  

Q.  How  does  it  happen  that  they  are  secured  by  surety  bond  ? 
A.  Well,  that  was  obtained,  if  you  will  observe  there,  some  time 
back. 

Q.  And  apparently  it  has  run  right  along.  $50,000^  fror^  D^ce^n- 
ber,  1902-3  ?  A.  Well,  with  the  exception  of  two  or  three  sm^lj, 
changes.     None  since  December,  1903. 

Q.  None  since  December,  1903  ?     A.  No. 

Q.  What  is  the  nature  of  those  bonds  ?  A.  It  is  a  guarantee 
for  the  repayment  of  the  individual  balances. 

Q.  What  is  the  consideration  to  the  surety  company  for  the 
guarantee?  A.  I  think  about  $100;  I  won't  be  positive  about 
that. 

Q.  Do  they  hold  collateral  ?     A.  No,  sir. 

Q.  Who  arranges  the  guarantee  ?     A.  The  comptroller. 

Q.  Of  your  company  ?     A.  Yes. 

Q.  How  is  he  able  to  effect  the  guarantee  of  an  indjebtedn^ss  of 
$50,000  without  collateral  upon  the  payment  of  $100  ?  A.  Well, 
whatever  the  premium  is ;  I  won't  be  posijtive  about  th^t ;  but  thege 
are  all  accounts  where  the  renewal  premium  will  liquidate  the 
amount  within  two  or  three  years. 

Q.  Does  the  surety  company  hold  an  assignment  of  the  renewal 
premiums  ?     A.  Yes,  sir. 

Q.  So  you  were  not  quite  accurate  in  saying  they  were  without 
collateral?    A.  They  have  my  individual  guaranty. 

Q.  They  have  your  individual  guaranty.  So  thg-t  the  $50,000 
by  reason  of  that  transaction  in  your  guaranty  is  admitted  as  an 
asset  by  the  Department  ?     A.  Yes,  sir. 

Q.  And  hence  is  distinguished  from  the  other  item  of  agents' 
balances  which  are  not  admitted  as  assets  by  the  Insurance  De- 
partment?   A.  Precisely. 

Q.  And  I  suppose  the  purpose  of  having  a  guaranty  is  to  secure 
the  admission  of  the  assets  ?     A."  Yes,  sir. 

Q.  And  your  company  arranges  that  for  the  agents?     A.  Yes. 

Q.  It  appears  that  on  December  31st,  1903,  the  unsecured 
agents'  balances  amount  to  $235,333.33  ?     A.  Pecember.  19,03? 
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Q.  December,  1903  -7-  di-dn't  I  say  that  ?  And  it  appears  that 
at  the  end  of  November,  1903,  they  amounted  to  $'388,468-.78. 
What  is  the  explanation  of  the  didcBenoe  ?  A.  The  difference 
was  j)aid  off. 

Q.  Paid  off  during  December  ?     A.  Yes,  sir. 

Q.  Then  again  in  January,  1904,  they  ran  up  again  to  $301,- 
158.86,  and  in  Febniary  to  $328,379.97,  and  in  March  to  $374,- 
363.76,  arid  so  on.  The  fact  is  you  get  in  or  you  did  get  in  in 
December,  1903,  as  much  money  as  you  could  so  as  to  reduce  the 
amount  of  your  imadmitted  balances  ?     A.  Precisely. 

Q.  And  then  in  1904  you  advanced  it  again  to  your  agents  ?  A. 
Yes,  sir.  That  is,  not  altogether  a  peadvance  where  there  are 
commissions,  advanced  contingent  commissions  ten  per  cent,  is 
charged  in  there ;  that  is  not  a  readvance. 

Q.  How  much  of  it  is  the  amount  which  goes  back  to  the  agent  ? 
A.   Oh,  possibly  seventy-five  per  cent. 

Q.  In  other  words  about  75  per.  cent.  I  don't  know  that  I  un- 
derstand it  • — ■  what  is  the  75  per  cent.  ?  A.  If  an  agent  pays  off, 
we  will  say  ten  thousand  dollars,  or  a  thousand 

Q.  In  December  ?  A.  We  may  not  reloan  any  amoimt  of  it  or 
we  may  reloan  fifty  per  cent.,  twenty-five  or  sixty,  according. to  the 
exigencies  of  his  requirements. 

Q.  So  that  from  50  to  60  or  75  per  cent,  of  the  amounts  that 
come  in  in  December  are  advanced  again  in  January  or  soon  after  ? 
A.  The  first  two  or  three  months. 

Q.  The  object  being  to  get  in  the  moneys  for  your  annual  re- 
port?    A.  Exactly. 

Q.  Now,  it  appears  that  at  the  end  of  November,  1904,  the 
agents'  balances  were   $466,000  unsecured?     A.  Yes,   sir. 

Q.  And  at  the  end  of  December  only  $77,000?  A.  Yes,  sir; 
$206,000,  I  think  was  the  amount,  was  charged  to  profit  and  loss. 

Q.  $206,000  charged  to  profit  and  loss  at  what  time?  A. 
In  December. 

Q.  What  agency  was  that?     A.  Well,  various. 

~Q.  That  is  not  one  transaction?  A.  No,  several;  wiped  oijt 
entirely. 

Q.  That  had  been  carried  for  some  time?    A.  Some  time;  yes, 

sir. 

Q.  And  after  $206,000  had  been  charged  to  profit  and  loss 
there  remained  about  $260,000  of  unsecured  balances,  and  that 
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was  renewed  by  payments  to  about  $77,000?    A.  Yes,  sir;  that 
is  right;  that  is  the  amount  carried  in  our  books. 

Q.  And  you  carried  $77,000  among  your  unadmitted  assets  at 
the  end  of  1904?    A.  That  is  right. 

Q.  And  in  January  and  February  you  readvanced  to  bring  that 
up  to  $97,924  in  January  and  $115,000  in  February?    A.  And" 
so  on. 

Q.  Now,  have  you  at  any  time  taken  checks  or  balances  at  the 
end  of  the  year  which  you  have  carried  as  cash,  though  they  have 
not  been  banked  ?    A.  No,  sir. 

Q.  Have  you  at  any  time  taken  certificates  of  deposit  that  you 
have  carried  over  the  year  for  the  purpose  of  preventing  the 
exclusion  of  assets  as  agents'  balances?  A.  I  don't  know  that  I 
nnderstand  you. 

Q.  Have  you  ever  had  amounts  come  in  in  the  shape  of  checks 
from  agents  where  you  have  taken  and  deposited  them,  and  taken 
certificates  of  deposit  against  them,  and  then  released  them  after 
the  first  of  the  year  by  surrendering  the  certificate  of  deposit  and 
paying  the  money  back?    A.  No,  sir;  I  do  not  recall  any. 

Q.  Have  you  had  in  your  company  what  is  known  as  the  local 
board  plan  of  insurance,  or  insuring  a  number  of  men  for  consid- 
erably large  amounts  on  the  understanding  that  they  would  get  a 
share  in  the  renewal  commissions  upon  those  subsequently  ad- 
mitted to  the  class?  A.  There  was  an  arrangement  of  the  kind 
prosecuted  by  one  of  our  Western  agents. 

Q.  For  how  long  ?  A.  I  don't  know  but  two  of  them.  Some 
months.  Let  me  say  a  word.  Years  ago,  some  years  ago,  it  was 
quite  common  for  companies  to  organize  in  different  localities  and 
centres  what  was  termed  local  boards. 

Q.  Yes.  A.  Having  the  idea  of  influencing  business  in  their 
respective  localities.  That  dropped  out  of  sight,  discontinued,  and 
we  had  an  enterprising  agent  come  to  us  who  wanted  to  re- 
establish the  system  in  a  different  way,  and  as  an  experiment  we 
gave  him  permission  to  do  it.  I  think  it  was  in  Montana  —  one 
of  the  far  Western  States. 

Q.  Did  it  amount  to  anything?    A.  No;  we  discontinued  it. 

Q,  How  long  ago  was  that  ?  A.  A  year  and  a  half.  I  saw 
there  was  a  possibility  of  misrepresentation  and  misunderstand- 
ing. 

Q.  In  your  annual  report  you  have  among  your  non-admitted 
assets  premium  notes  or  loans  of  premiums  and  net  premiums  in 
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excess  of  the  net  value  of  policies.    In  taking  the  excess  of  pro 
mium  notes  over  reserve  do  you  take  the  total  of  the  notes,  and 
the  total  of  the  reserve  as  the  basis  of  computation  ?    A.  I  think 
so;  yes,  sir. 

ME.  GILBERT:  Oh,  no,  never  that. 

Q.  They  seem  to  think  that  you  fell  into  an  error.  A.  I 
would  like  to  be  informed.     What  is  the  question? 

Q.  The  question  is  whether  you  take  the  total  of  the  reserve 
and  deduct  it  from  the  total  of  the  notes  or  each  individual  case  ? 
A.  Oh,  no,  each  individual  case. 

Q.  You  compare  the  reserve  with  the  note  and  then  take  the 
total  of  the  amount  so  arrived  at?  A.  Each  individual  case  is 
treated. 

Q.  And  that  has  been  the  case?     A.  Yes,  sir. 

Q.  "What  is  the  Waco.  ISTatatorium  stock?  A.  That  is  before 
my  day,  Mr.  Hughes;  it  came  to  us  as  a  legacy. 

Q.  I  find  from  an  examination  of  your  schedule  of  purchases, 
that  on  December  31,  1900,  you  purchased  from  Stewart  IJrown, 
sixty-two  shares  of  the  North  American  Trust  Company  stock, 
at  229,  and  that  on  February  21,  1901,  you  sold  to  Stewart  Brown 
sixty-two  shares  of  the  same  stock  at  229.  What  was  the  trans- 
action, and  what  was  its  purpose  ?  A.  I  think  the  Comptroller 
can  explain  that  clearly,  Mr.  Hughes. 

Q.  Did  you  have  anything  to  do  with  it?    A.  No,  sir. 

Q.  You  don't  know  anything  about  it?  A.  I  don't  know  any- 
thing about  the  details. 

Q.  The  arrangement  was  not  made  with  you?  A.  I  don't  think 
so,  personally,  no,  sir. 

Q.  I  note  under  date  of  January  2,  1900,  in  your  collateral 
loan  sheet,  a  loan  to  Stewart  Brown  upon  sixty-seven  shares 
North  American  Trust  Company,  $16,075,  and  a  loan  on  Febru- 
ary 21,  1901,'  of  $15,369.87,  uipon  sixty-two  shares  of  the  North 
American  Trust  Company,  and  on  March  30,  1901,  $18,090 
loaned  to  Stewart  Brown  on  sixty-seven  shares  North  American 
Trust  Company.  Are  you  familiar  with  those  transactions?  A. 
No,  I  do  not  recall  the  circumstances,  sir. 

Q.  The  aniounts  paid  by  your  company  for  traveling  expenses 
do  not  appear  to  be  segregated  in  the-present  form  of  the  report. 
Do  you  know  what  amounts  were  paid  out  by  your  company  for 
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traveling  expenses  last  year?  A.  I  could  not  tell  you  witJioiit 
referring — - — 

Q.  Can  you  tell  approximately?  A.  It  would  be  a  mere  esti- 
mate, Mr.  Hughes. 

Q.  Well,  what  amount  in  1904  was  paid  out  for  traveling  ex- 
penses of  yourself  personally?     A.   1904? 

Q.  Yes,  last  year.  A.  I  don't  know  as  I  can  state  the  exact 
amount. 

Q.  Would  it  be  a  large  amount  ?    A.  Not  so  very  large,  no,  sir. 

Q.  Approximately  what  would  it  be?  A.  A  thousand  dollars, 
perhaps. 

Q.  I  find  in  the  report  for  1900  where  traveling  expenses  are 
separately  stated,  an  item  of  $29,405.55.  Can  you  tell- me  how 
much  of  that  was  for  traveling  expenses  of  officers,  approxi- 
mately?   A.  I  cannot,  Mr.  Hughes. 

Q.  You  are  unable  to  give  the  information  offhand  upon  that 
point?     A.  Yes,  sir. 

ME.  HtlGHES:  I  should  be  glad  to  receive  a  statement.  You 
can  send  the  Committee  your  statement  what  the  traveling  ex- 
penses have  been  for  the  last  four  or  five  years. 

Q.  1  asked  you  a  question  the  other  evening  with  regard  to  the 
increase  iii  the  expenses  of  your  company,  as  compared  with  the 
increase  in  the  insurance  outstanding.  Calling  attention  to  the 
fact  that  the  expenses  in  1900  were  $1,260,000,  in  1904,  $1,684,- 
000,  while  the  insurance  outstanding  in  1900  was  $102,000,000, 
and  in  1904,  $101,000,000.  Can  you  give  an  explanation  of  that 
increase?    A.  In  expenses? 

Q.   Yes.     A.  Well,  the  premium  income  had  doubled. 

Q.  No,  pardon  me;  the  premium  income  was  $3,421,000  in 
1900,  and  $3,659,000  in  1904?  A.  No,  I  think  that  i^  wrong, 
Mr.  Hughes. 

Q.  What  is  Mr.  Scott's  statement?  A.  The  renewal  commis- 
sions would  be  somewhat  more. 

Q.  Have  the  items  of  salaries,  bonuses,  rents  of  offices,  I  mean, 
I  am  not  —  I  am  not  speaking  of  salaries  of  officers  —  salaries  of 
agents,  bonuses,  lents  of  offices,  advances  and  so  forth  increased? 
A.  I  think  the  expenses  of  the  Medical  Department,  perhaps,  has 
increased  about  eighty-five  thousand  dollars — approximately  about 
a  huUdred  thousand  dollars  during  that  time. 
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Q.  What  is  the  -exfxlanaticm  of  that  ?  A.  I  xvill  tell  yon.  We 
have  appointed  &  staff  of  inspectors  throughout  the  country,  have 
r6-oi?gaTikef(i  ^ur  Medical  Ddpartment  entirely.  We  have  in- 
creased our  agencies  there  and  the  agency  force ;  we  have  estab- 
lished a  system  of  .-cftshierships  at  all  the  ptiticip'al  offices. 

Q.  That  has  been  qiiite  ex:pemsive?  A.  That  has  been  very 
expensive. 

Q.  When  was  that  begun?  A.  Well,  that  was  begun  two  or 
three  .years  ago. 

Q.  The  expense  which  has  increased  with  your  confpany  then 
has  been  notably  the  agency  expenses  ?  A.  Medical  Department, 
cferieal  salaries  have  advahced — have  been  increased. 

Q.  Why  have  you  found  it  necessary  to  increase  your  expenses 
in  ydur  Medical  Department  and  in  cohtiection  with  your  agency 
work?  A.  Ee-organizing  the  medical  staff  throughout  the  coun- 
try—re^Organizing  the  agency  department  throughout  the  coun- 
try ;  the  old  agents  of  the  company  were  educated  along  the  term 
insuraflce  lines,  and  th6y  had  to  be  re-instructed;  new  men — a 
great  many  new  men  had  to  be  secured.  You  may  say,  Mr. 
Huglies— allow  me  right  here 

Q.  Mr.  Dawson  inforins  me  that  there  are  in  your  expenses  for 
1904,  the  followilig  items  that  do  not  appear  in  your  report  of 
1900 ;  that  is,  the  latter  report  contains  no  corresponding  items : 

Paid  up  for  claims  and  supplementary  con- 
tracts, not  involving  life  contingencies .  .      $81,536.00 

'Taxes  on  real  estate 41,196.60 

Repairs  and  expenses  other  than  taxes  on 

real  estate 158,714.96 

It  is  not  a  question  whether  they  are  small  or  not,  it  is  a  que.s- 
tion  whether  you  had  corresponding  items.  It  seems  to  me  that 
the  suggestion  was  an  error  that  there  were  corresponding  items 
that  were  not  as  large,  because  you  did  not  have  as  much  real  es- 
tate ?    A.  Did  not  have  as  much  real  estate. 

Q.  On  the  other  hand,  you  were  getting  in  as  income  supposedly 
a  rental  sufficient  to  justify  large  valuations  of  real  estate ;  so  that 
there  is  no  reason  for  calling  attention  to  the  repairs  and  expenses 
on  real  estate  and  taxes  &n  real  estate,  as  explaining  the  inci'ease 
in  your  expenses.  If  you  had  invested  wisely  in  real  estate  3^ou 
ought  to  have  had  a  net  gain  instead  of  increased  expenses.     A. 
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If  you  will  allow  me  to  say  a  word  on  tliat  point  I  will  be  very 
glad. 

Q.  At  the  same  time  it  is  fair  to  call  attention  to  the  fact  that 
the  totals  of  your  expenses  would  increase  as  your  investments  in 
real  estate  and  your  taxes,  and  expenses,  and  repairs  in  connection 
therewith  increased.    That  is  what  Mr.  Moir  meant  ? 

MR.  MOIE :  I  thought  you  were  referring  particularly  to  in- 
surance expenses  other  than  insurance  expenses  ia  the  ordinary 
sense. 

Q.  I  was  taking  the  total  amount  of  the  expenses  of  the  com- 
pany.   A.  As  a  whole  ? 

Q.  And  you  desired  to  explain  that  part  of  the  increase  is  due 
to  the  fact  that  you  had  invested  iargely  in  real  estate  and  there 
Avas  an  increase  of  expenses  over  and  above  what  you  were  put  to 
when  youdid  noi  have  such  investments  in  real  estate?  A.  Yes, 
repairs  last  year  were  quite  considerable.  Now,  .as  to  expenses, 
may  I  say  a  word  ? 

Q.  Yes.  A.  In  taking  over  the  Provident  Savings  it  was 
equivalent  to  starting  a  new  company,  except  for  the  nucleus  that 
was  there.  It  had  to  be  re-organized  inside  and  outside;  it  re- 
quired a  very  large  expenditure  to  do  that.  We  have  made  that 
expenditure,  and  I  think  we  have  made  it  wisely,  because  we  have 
the  company  to-day  on  a  going  basis;  we  have  improved  on  our 
ratio  of  mortality;  we  have  a  medical  staff  equal  to  that  of  any 
other  company ;  we  have  an  agency  staff  equal  to  that  of  aiiy  other 
company.  I  think  our  competitors  in  the  business  will  give  us 
credit  for  that.  ISTow,  as  to  the  real  estate.  I  think  that  we  are 
entitled  to  some  credit.  This  country  property  was  a  legacy  to 
the  present  administration.  We  tried  to  get  rid  of  it;  we  have 
made  these  various  exchanges  that  you  have  listened  to  this  morn- 
ing. We  have  got  to-day  nine  pieces  of  property,  and  if  you  will 
allow  me  I  would  like  to  give  you  —  I  say  as  to  those  nine  pieces 
of  property  I  am  perfectly  willing  to  submit  them  to'  the  severest 
test  in  respect  to  valuation  from  the  first  to  last.  ISTow,  we  have 
a  piece  of  property  which  has  entered  into  this  discussion,  330 
West  Eighteenth  Street.  The  rate  per  cent. —  the  net  rents  now 
are  reading  I3I/2  per  cent.  A  little  piece  in  Owensboro,  Kentueky, 
which  is  scarcely  worth  mentioning,  only  valued  at  four  thousand 
dollars,  6  per  cent;  80  and  82  Wooster  Street,  7}i  per  cent; 
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530  to  638  Broadway,  inclusive,  2  13/16  per  cent. ;  The  Provi- 
dent Building,  Waco,  4%  per  cent. 

Q.  Do  you  own  that  now  ?    A.  We  do. 

Q.  When  did  you  get  it  back,  you  sold  it  in  the  early  part  of 
the  year?    A.  No,  we  took  it  back. 

Q.  I  knew  that,  but  I  thought  you  had  disposed  of  it  again? 
A.  No,  sir,  we  have  made  no  further  effort  to  do  so,  because  as 
a  local  investment  I  thinlc  it  is  a  good  one  for  the  company,  hav- 
ing large  business  down  there.  The  property  in  112th  Street, 
book  value  $77,400,  is  paying  us  8^/^  per  cent. 

Q.  Is  that  net  ?  A.  That  is  net,  Mr.  Hughes.  On  the  net  rent. 
Corner  of  106th  Street  and  Amsterdam  Avenue,  6%  per  cent. ; 
and  East  Seventeenth  Street,  1^  per  cent. —  or  a  total  of  4^4 
per  cent  net.  Then  we  Come  to  35  Nassau  Street,  which  has  been 
mentioned. 

Q.  By  the  Metropolitan?  A.  That  is  a  transaction  of  which 
I  am  personally  proud.  It  gave  us  an  opportunity  to  concentrate 
our  holdings  scattered  in  there.  Of  course  we  all  know  what 
that  property  is.  That  property  will  stand  on  its  merits,  and 
there  is  no  getting  away  or  beyond  its  true  value.  To  illustrate, 
to-day  we  have  not  a  vacancy  in  that  building,  not  one,  and  we 
are  getting  two  dollars  and  a  half  a  square  foot. 

Q.  What  are  your  net  returns?  A.  With  the  expiration  of  two 
leases  in  May,  I  think  it  is  next,  it  will  be  5^  per  cent. 

Q.  What  is  it  now  ?  A.  Well,  a  fraction  lower  than  that.  For 
instance,  there  is  one  lease,  $4,800,  we  have  been  offered  $10,000 
on  reiiewal.  Another  at  $26,000,  and  we  have  been  offered 
$25,000,  and  I  want  $60,000. 

Q.  Are  you  insured  in  the  Provident  I  A.  I  am,  sir. 

Q.  Have  you  received  any  commissions  upon  this  insurance? 
A.  I  did. 

Q.  From  whom?    A.  I  think  from  one  of  the  agents. 

Q.  When  were  you  insured,  and  in  what  amount?  A.  Some 
years  ago. 

Q.  In  what  amount?    A.  $25,000,  I  think. 

Q.  Is  that  the  total  amount  of  insurance  you  have?  A.  In 
the  company? 

Q.  Yes.    A.  Yes,  sir. 

Q.  What  commissions  did  you  receive,  or  do  you  receive  ?  A. 
I  think  it  was  60  per  cent.  I  received  no  renewal. 
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Q.  Ave  yen  insiiFed-  in  other  companies  ?  A.  That  is  a  non- 
participating  policy. 

Q.  Are  you  insured  in  other  companies  ?i   A.  I  am. 

Qw  Have  you  received  commissions  upon  policies  in  ©ther  com- 
panies ?  A.  I  do  not  recall  any  because  the  bulk  of  my  insurance 
I  have  had  for  a  good  many  years. 

Q.  How  many  years?     A.  It  will  averagte  fifteen,  perhaps. 

Q.  Have  you  received  any  commissions  upon  any  in  other  com- 
panies ?    A.  Not  that  I  recall,  no,  sir. 

EALPH  K.  HUBBAED,  resumed. 

BY  MR.  HUGHES : 

Q.  I  call  your' attention  to  a  lop.n  of,  January  2nd,  1900,  of 
$16,075  to  Stewart  Brown  on  67  shares  of  ISTorth  Amer^an  '^rust 
Company  stock  as  collateral.  Do  you  remember  the  making  of 
that  loan?  A.  I  did  not  make  the  loan;  I  was  appointed  comp: 
tvoller  in  January,  1901,  but  I  was  familiar  with  the  transaqtion, 

Q.  That  is  all  I  want,  if  you  are  familiar  with  it.  You  are  not 
in  any  way  responsible  you  mean  ?    A.  Not  at  all,  sir. 

Q-.  What  was  the  transaction?  A.  The  transaction  was  that; 
the  acquiring  of  that  62  shares  of  stock,  and  the  company  taking 
credit  for  it,  was  an  entire  mistake  in  bookkeeping  and  should,  not 
have  appeared  in  our  holdings  as  62  shares. 

Q.  What  was  that?    A.  Ilepeat  your  question. 

Q.  I  think  you  have  said  the  acquiring  of  the  62  shares  and 
taking  credit  for  it  as  a  holding  was  an  entire  mistake?  A.  Yep, 
sir. 

Q.  Why  was  it  a  njistake — mistake  of  bookkeeping — why  was 
it  a  mistake?  A..  Just  a  plain  unintentional  bookkeeping  njis- 
take. 

Q.  What  was  the  error?  Did  you  make  a  loan  to  Stewart 
Brown  on  January  2nd,  19,00,  of  $16,000  upon,  that  collateral? 
A.  We  did.  ^ 

Q.  Now,  at  the  close  of  the  year- on  September  28th,  1900,' it 
appears  from  your  record  of  purchases  that  yoji  bought  67  sh^es 
from  W.  H.  Taylor,  Vice  President — was  he  Vic©  President  of 
your  company?    A.  No,  sir. 

Q.  Df  what  company  was  he  Vice  Pijesident?  A..  I  pres^mA  of 
the  North  American  Trust  Company. 

Q.  Sixty-seven  shares  —  were  those  the  67  shares?    A.  Yes 
continued  right  along. 
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Q.  Those  are  the  same  67  shares  you  held  as  collateEaJ-  for  the 
loan?    A.  Oh,  no,  sir. 

Q.  What  do  you  mean  when  you  say  there  was  some  mistake 
:iiade  —  what  was  the  mistake?  A.  I  was  answering  the  question 
that  I  thought  you  put  to  Mr.  Scott  —  that  62  shares  of  stock. 

Q.  You  are  referring  now  not  to  the  67  but  to  the  62?  A. 
The  62. 

Q.  Now,  let  us  get  the  67  straight  first,  then  we  will  go  to  the 
()-2.  The  67  shares  were  held  as  collateral  for  a  loan  made  to, 
Stewart  Brown  made  January  2nd,  1900?    A.  Yes. 

Q.  "What  became  of  that  transaction,  that  67  shares?  A.  It 
was  paid  off,  the  loan  was  paid  off. 

Q.  When  was  it  paid?    A.  December,  1900. 

Q.  Was  it  made  again?  A.  It  was  made  again  the  folio vving 
year. 

Q.  It  was  paid  off  at  the  end  of  the  year  1900?  A.  And  re- 
made in  January  or  February. 

Q.  The  collateral  surrendered  and  payment  back?  A.  The  col- 
lateral was  not  surrendered.     That  accounts  for  the  mistake. 

Q.  You  held  the  collateral  and  cancelled  the  loan?    A.  Yes. 

Q.  What  was  the  object  of  that?  A.  It  was  not  an  object,  Mr. 
Hughes. 

Q.  Simply  a  mistake?    A.  Simply  a  mistake. 

Q.  Well,  on  December  31st,  1900,  it  appears  from  your  pur- 
chases that  you  bought  from  Stewart  Brown  62  shares  of  North 
American  Trust  Company.  Was  that  62  a  part — that  was  part  of 
the  67?    A.  Yes,  sir. 

Q.  That  had  been  collateral?    A.  Yes,  sir. 

Q.  Did  you  make  any  such  purchase?    A.  No,  sir. 

Q.  Did  you  pay  Mr.  Brown  any  such  amount?    A..  No,  sir. 

Q.  It  appeared  in  the  annual  report  of  the  company  for  that 
year?    A.  Yes,  sir. 

Q.  As  among  the  securities  owned?  A.  Yes,  sir,  which  was 
a  mistake. 

Q.  How  could  such  a  mistake  arise?  A-  The  office  was  in  utter 
confusion,  Mr.  Hughes,  in  the  end  of  December,  1900,  and  there 
was  not  the, same  care  and  attention  paid  to  the  preparation  of  the 
1900. statement  as  there  should  have  been. 

Q.  Were  there  other  mistakes  in  it?  A.  There  was,  but  of  no 
particular  moment. 

Q.  What  were  the  others?    A,  Well,  I  could  not  say  offhand. 
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T  have  not  certified  the  statement,  but  I  may  say  that  Mr.  "Wright 
— ^Walter  C.  "Wright — went  over  that  statement. 

Q.  Go  on.  A.  "Walter  0.  "Wright  went  over  that  statement 
and  verified  the  same  with  the  exception  of  the  mistakes  that  I 
have  referred  to. 

Q.  "When  did  he  go  over  it?  "A.  In  the  examination  of  the  com- 
pany in  the  middle  of  1901. 

Q.  Then  the  fact  is  at  the  end  of  1900  the  companies  did  not 
own  129  shares  of  North  American  Company  stock?  A.  That 
is  the  fact. 

Q.  As  stated  in  the  report?    A.  Yes,  sir. 

Q.  It  did  not  own  any  shares?    A.  Yes. 

Q.  "What  did  it  own?    A.  67. 

Q.  How  did  it  acquire  the  67?  A.  Purchased  several  years 
ago;  I  could  not  give-  you  the  dates  of  it — ^before  that— several 
years — perhaps  in  1899. 

Q.  "Well,  that  is  the  67  that  had  teen  bought  in  1900  from 
Mr.  Taylor?    A.  That  is  it. 

Q.  They  owned  that?    A.  Yes,  sir. 

Q.  But  they  did  not  own  the  other  62  that  made  up  the  129? 
A.  That  is  right. 

Q.  Wow,  at  the  beginning  of  1901  the  loan  to  Mr.  Stewart 
appears  upon  67  shares  of  IST.orth  American  Trust  Company  stock 
as  collateral  was  renewed,  and  it  appears  that  on  December  31, 
1901,  there  was  a  purchase  from  Mr.  Brown  of  67  shares.  Did 
that  take  place?    A.  That  actually  took  place. 

Q.  That  took  place?    A.  That  is  correct. 

Q.  So  that  when  in  the  end  of  the  next  year  you  reported  you 
o\vned  134  shares  of  North  American  Trust  Company  that  is  cor- 
rect?   A.  That  is  correct. 

Q.  And  were  the  other  67  shares  that  were  purchased  ^'-  <^^"" 
end  of  1901  the  same  that  had  been  collateral  for  his  loan?  A. 
Yes,  sir. 

Q.  They  were  purchased  by  the  cancellation  of  his  loan  and 
taking  the  stock  in  payment?    A.  Yes,  sir. 

MILES  M.  DAWSON,  called  as  witness,  being  duly  sworn,  tes- 
tified as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Dawson,  have  you  taken  the  annual  report  of  the  Prov- 
ident Savings  Life  Assurance  Society  and  compiled  certain  state- 
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mcnts  from  them  as  to  the  profits  made  upon  their  real  estate 
transactions  and  upon  their  real  estate  securities  of  the  results  of 
their  own  business  apart  from  such  profits?    A.  I  have. 

Q.  Are  these  tlie  statements  (showing  witness  papers)?  A. 
They  are. 

Q.  You  believe  them  to.be  correct  from  the  reports?    A.  I  do. 

Q.  They  are  simply  complications  of  what  appear  in  the  sworn 
reports  of  the  company  to  the  Insurance  Department?  A.  They 
are.  ■  , 

ME.  HUGHES:     I  offer  them  in  evidence. 
(Papers  marked  Exhibit  729.) 

Q.  Just  explain  what  those  papers  show?  A.  They  show  to 
begin  with  profit  and  loss,  items  including  changes  in  the  market 
valaes  as  per  statements  to  the  iN'ew  York  Department.  Shall  I 
read  what  the  changes  arer- 

Q.  If  you  will  take  one  year  as  an  illustration  of  the  method 
in  which  you  have  arrived  at  the  results;  then  give  the  results  for 
the  years.     A.  1897  the  profits  were: 

Agency  accounts $101.34 

Natatorium  stock 2,000.00 

Waco  real  estate .- 56,527.97 

Savannah  real  estate 18,436.24 

Sales  of  securities 5,164.42 


Making  total  profits  of $82,229.97 

Losses,  agency  account 68.83 

Collateral  loans  (Hadley) 60,000.00 

Total  losses $60,068.88 

Net  profits   $22,161.14 

Q.  That  is  net  profit  on  the  real  estate  and  securities?  A.  The 
net  profit,  that  is  in  the  profit  and  loss  account,  as  given  on  the 
statement. 

Q.  Now,  take  the  profit  made — the  amount  indicated  by  the 
profit  and  loss  statement  of  succeeding  years?    A.  Yes. 

Q.  And  the  losses  as  indicated  by  the  same  statement.  You 
find  in  1898  a  net  profit  of  $5,636.55.    A.  Whatever  it  is  there. 
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Q.  In  1899 $63,176.03 

In  1900 52,001.89 

In  1901 183,998.38 

In  1902 199,891.81 

In  1903 T9,579.55 

In  1904 229,107.78 

Your  next  statement  is  a  statemetit  of  Gains  on  Real  Estate,  as 
shown  by  the  reports?    A.  For  the  various  years. 

Q.  For  the  various  years,  the  first  being  gross  gains  as  follows: 

1897 $74,964.21 

1898 26,296.92 

1899  - 46,444.87 

1900  - 21,280.76 

1901 188,53&.64 

1902 224,287.65 

1903 91,031.68 

1904 254,233.27 

From  1902,  the  gains  on  securities  and  real  estate  are  together 
and  the  figures  that  you  have  given  stand  for  both  ?    A.  They  are. 

Q.  Then  you  have  in  your  next  detailed  gains  as  shown  by 
the  report  of  the  company  on  real  estate  and  securities,  net? 
A.  That  means  with  those  losses  deducted. 

Q.  With  the  losses  deducted.  The  statement  you  have  just 
given  is  gross,  without  deducting  losses?    A.    Yes. 

Q.  These  net  are  the  same  footings  that  I  have  given  in  the 
first  statement?    A.  You  have  already  read. 

Q.  Then  you  have  in  the  next  title  the  Remainder  of  Surplus 
Interest,  .etc.,  in  Gain  and  Loss  Exhibit,  furnished  by  the  com,- 
pany,  marked  Exhibit  No.  70?    A.  Correct. 

Q.  Attributable  to  interest  and  rent  after  deducting  net  gains, 
real  estate  and  securities,  by  sales  and  mark-ups. 

1897     Total  under  the  head  of  surplus  interest,  etc., 

in  the  report  is $84,800 

And  defiuction  for  gains  and  real  estate  se- 
curities, by  sales  and  mark-ups 22,161.00 


Leaving  a  remainder  of 7 $62,639.00 
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1898     Total    $82,539.00 

Deduction    5,637.00 


Remainder $76,902.00 

1899     Total $89,928.00 

Deduction 63,176.00 


Eemainder $26,752.00 

19m     Total $70,463.00 

Deduction 52,002.00 


Remainder $18,463.00 

1901     Total $104,668.00 

Deduction 183,998.00 


Efflnainder,  a  minus  quantity $79,330.00 

190-2     Total $77,725.00 

Deduction 199,892.00 


Eemainder,  a  minus  quantity $122,167.00 

1903     Total ..$101,375.00 

Deduction 79,580.00 


Eemainder $21,595.00 

1904     Total $357,792.00 

Deduction ' 229,108.00 


Eemainder $128,684.00 

Tou'r  tjonchiding  statement  is  tlie  total  of  the  net  profits  for 
tKe  yea"r  as  per  tlie  gain  and  loss  exhibit,  to-wit:  Exhibit  No. 
709,  mkkiiig  the  gains  exclusive  Of  sales  and  mark-ups  of  real 
estate  values  of  securities,  in  other  words,  what  the ,  insurance 
gains  would  be  apart  from  such  enhancements  ?    A.  Yea. 

Q.  Ab  followB: 
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1897     As  stated  in  Exhibit  709,  net  profits. $21,395.00 

Gains,  as  stated 22,161.00 


Eemainder,  minus $766.00 

1898     Netprofits $408,905.00 

Gains,  as  stated 5,637.00 


Eemainder $403,268.00 

1899     Net  profits $96,628.00 

Gains  from  real  estate 63,176.00 


Eemainder  . $33,452.00 

1900     Net  profits '. .$132,098,00 

Gains  from  real  estate. 52,002.00 


Eemainder $80,096.00 

1901     Net  profits ". $222,990.00 

Gains  from  real  estate '  183,998.00 


Eemainder $38,992.00 

1902*    Net  profits $318,743.00 

Gains  from  real  estate 199,892.00 


Eemainder. $118,851.00 

1903    TsTet  profits $227,670.00 

Gains  from  real  estate , 79,580; OO 


Eemainder $148,090.00 

1904    Net  profits $116,567.00 

Gains  from  real  estate,  etc 229,108.00 


Eemainder,  a  negative  quantity .$112,541.00 

Tour'statements  will  appear  in  full  in  the  record. 

The  statements  heretofore  summarized  by  Mr.  Hughes- to  be 
found  in  the  Book  of  Exhibits,  as  Exhibit  No.  729. 
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The  following  papers  are  marked  for  identification: 

Bank  balance  October  31st,  1900,  to  October  31,  1905,  Provi- 
dent Savings  Life  Insurance  Company. 

(Marked  Exhibit  730  for  identification.) 

Eecord  of  purchases  and  securities  for  ten  yeafs  preceding  No- 
vember 21,  1905.      (Marked  Exhibit  731  for  identification.) 

Eecord  of  sales  of  securities  same  period. 

(Marked  Exhibit  732  for  identification.) 

Securities  November  21,  1905. 

(Marked  Exhibit  733  for  identification.) 

Record  of  collateral  loans  October  31st. 

(Marked  Exhibit  734  for  identification.) 

Adjourned  to  2 :30  this  afternoon. 


AFTER   RECESS. 


MR.  HUGHES:    Will  you  call  Mr.  Stacey  Wilson? 

THE  CHAIRMAN:  Is  Mr.  Stacey  Wilson  in  the  room?  He 
does  not  appear  to  answer,  Mr.  Hughes.  Is  there  any  other 
witness? 

MR.  HUGHES:    Not  at  present. 

STACEY  WILSON,  called  as  a'  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?    A.  Brooklyn. 

Q.  How  long  have  you  been  connected  with  the  Empire  Life 
Insurance  Company?    A.  In  different  positions  since  about  1883. 

Q.  When  was  the  Empire  Lifo  Insurance  Company  organized? 
A.  InlSBL 

(J.  Under  the  same  name?    A.  No,  the  Home  Benefit  Society. 

Q.  How  long  did  it  do  business  under  the  name  of  the  Home 
Benefit  Society?    A.  Until  1894. 
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Q.  What  was  the  character  of  the  business  of  the  Home  Benefit 
Society?  A.  An  assessment  life  insurance,  sick  and  accident  in- 
surance. 

Q.  Exclusively  an  assessment  company?    A.  Yes,  sir. 

Q.  Without  capital  stock?    A.  AVithont  capital  stock,  yes,  sir. 

Q.  Is  this  a  copy  of  the  constitution  and  by-laws  of  the  Em- 
pire Life  Insurance  Company  (handing  paper)?    A.  Yes,  sir. 

MK.' HUGHES:    I  oiler  it  in  evidence. 

(Paper  marked  Exhibit  735.) 

(Exhibit  735  Mall  be  found  in  the  book  of  exhibits.) 

Q.  What  led  to  the  reorganization  iinder  the  name  of  the 
Empire  Life?  A.  Well,  so  many  companie's  that  had  similar 
names  to  the  Home  Benefit  Society  went  out  of  existence. 

Q.  What  was  done  with  the  insurance  in  force  at  the  time  of 
the  organization  under  the  name  of  the  Empire  Life?  A.  It 
simply  was  carried  on.  We  simply  had  a  rider  printed  which  we 
attached  to  the  old  policies. 

Q.  Was  there  a  re-incorporation?  A.  ISTo,  simply  a  change  of 
n^me. 

Q.  Simply  a  change  of  name  ?    A.  Yes,  sir. 

Q.  Your  company  is  now  under  Article  VI  of  the  Insurance 
Laws  as  an  assessment  corporation?    A.  Yes,  sir. 

Q.  And  as  the  Empire  Life  it  has  no  capital-  stock?  A.  No, 
sir. 

Q.  Who  are  the  officers  of  your  company  ?  A.  Well,  Evelyn 
L.  Bissell  was  the  president'. 

Q.  Who  is  president  now?  x\.  We  have  not  elected  one.  Dr. 
Bissell  died  four  or  five  days  ago. 

Q.  Who  is  vice-president?    A.  A.  Judson  Stone. 

Q.  How  long  has  he  been  vice-president?  A.  Since  1893,  I 
think. 

Q.  Who  is  secretary  ?     A.  I  am  the  secretary. 
,    Q.  And  you  as  secretary  actively  managed  the  company?     A. 
Yes. 

Q.  Who  is  the  treasurer  ?     A.  George  D.  Godwird. 

Q,  How  long  has  he  been  treasurer?  A.  He  has  been  treas- 
urer since  the  organization  of  the  company. 

Q.  What  other  employes  have  you?  A.  A  bookkeeper,  clerlf, 
stenographer  and  cashier. 
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Q.  Any  other  employes  ?     A.  No,  sir. 

Q.  How  many  clerks  have  you?  A.  What  I  stated,  that  in- 
clndes  all  the  clerks. 

Q.  .One  clerk?  A.  We  have  but  one  clerk,  one  bookkeeper 
and  a  cashier  and  stenographer. 

Q.  What  property  do  you  own  ?  A.  We  don't  own  any  prop- 
erty, sir,  only  —  that  is,  no  real  property.  We  own  $5,000  water 
bondsi 

Q.  You  own  $5,000  water  bonds  of  New  York  City  ?  A,  Yes, 
sir. 

Q.  Has  your  company  any  other  assets  than  those  bonds  ?  A. 
No,  sir. 

Q.  Have  you  any  cash?     A.  Well,  some. 

Q.  What  amount  of  cash  have  you?  A.  Well,  less  than 
$5,000. 

Q.  How  much  less  ?     A.  Probably  about  $2,000  less. 

Q.  Where  is  it  kept  ?  A.  It  is  kept  in  the  Nassau  Bank  and 
the  banking  house  of  Edgar  Tripp  &  Company  in  Trinidad. 

Q.  Where  ?     A.  In  Trinidad. 

Q.  How  do  you  happen  to  have  a  bank  account  in  Trinidad  ?  A. 
Wnll,  he  collects  premiums  there  on  business  that  we  transferred 
from  another  company  some  years  ago,  and  he  holds  that  money 
until  we  call  for  it  at  certain  times  of  the  year. 

Q.  What  company  was  this?     A.  The  National  Mutual. 

Q.  Where  did  it  do  business?     A.  New  York  City. 

Q.  How  does  it  happen  that  the  man  in  Trinidad  has  any- 
thing to  do  with  it?  A.  Well,  they  happened  to  write  quite  a 
little  business  in  Trinidad  and  around  that  section. 

Q.  Where  was  that  company  chartered?     A.  In  New  York. 

Q.  When  Avas  it  chartered  ?  A.  I  could  not  tell  you  when,  but 
I  would  assume  it  w^as  chartered  in  the  neighborhood  of  1885  or 
1886. 

Q.  When  did  your  company  take  over  its  business  ?     A.   1894. 

Q.  What  was  the  amount  of  business  you  took  over  ?  A.  Prob- 
ably about  two  millions  of  business. 

Q.  About  two  millions  of  outstanding  insurance  ?     A.  Yes. 

Q.  Who  is  the  man  who  handles  that  in  Trinidad?  A.  Edgar 
Tripp  &,  Company. 

Q.  "What  proportion  of  the  two  million  was  business  in  Trini- 
dad ?  A.  A  very  small  proportion,  probably  —  well,  there  might 
have  been  $25,000,  or  maybe  $30,000  worth  of  business  there. 
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Q.  What  amounts  do  you  receive  from  Tripp  &  Compkny  from 
time  to  time,  how  do  they  average?  A.  Probably  about  every 
year  or  a  year  and  a  half  he  sends  us  $1,000  or  ^1,500,  as  the  case 
maj'  be. 

Q.  Have  you  any  other  bank  account  in  New  York  than  the 
one  with  the  Nassau  Bank  ?     A.  No,  sir. 

Q.  What  is  your  average  balance  with  that  bank?  A.  Well, 
it  varies.  Sometimes  we  have  three  or  four  thousand,  dollars 
and  sometimes  we  don't  have  more  than  three  or  four  himdred 
dollars. 

Q.  What  have  you  now?  A.  Probably  about  seven  or  eight 
hundred  dollars. 

Q.  Then  seven  or  eight  hundred  dollars  in  the  Nassau  Bank 
and  the  $5,000  water  bond  of  New  York  City  constitute  your  en- 
tire assets?  A.  Yes,  probably  the  cash  on  hand  or  something 
of  that  kind. 

Q.  How  much  would  that  be?  A.  Probably  three  or  four 
hundred  dollars  more. 

Q.  At  the  end  of  1904  how  much  property  did  you  own,  your 
company,  of  course-  I  mean?    A.  At  the  end  of  1904? 

Q.  Yes.  A.  We  probably  had  in  the  neighborhood — ^I  cannot 
tell  you  exactly  without  looking,  in  the  neighborhood  of  eleven 
thousand  or  twelve  thousand  dollars. 

Q.  Of  which  five  thousand  dollars  was  this  water  bond  and  the 
rest  was  cash  balances  ?  A.  Cash  in  different  banks  at  that 
time. 

Q.  What  are  your  outstanding  liabilities?  A.  In  the  neigh- 
borhood of^ — well,  roughly,  about  fifty  thousand  dollars. 

Q.  What  do  they  consist  of?     A.  Claims. 

Q.  Death  claims?     A.  Yes,  sir. 

Q.   Approved  as  not  paid?     A.  And  that  are  being  contesl.^^d. 

Q.  What  proportion  of  the  fifty  thousand  dollars  consists  of 
contested  claims?     A.  Probably  about  one-third.    • 

Q.  And  thirty-three  thousand  dollars  consist^  of  claims  un- 
contested, which  have  been  existing  for  how  long?  A.  Some  a 
short  time,  and  some  a  long  time.  When  I  say  a  long  time,  I 
mean  within  a  reasonable  time. 

Q.  How  long  is  the  longest  time  that  you'  have  permitted  a 
death  claim  to  exist  without  payment,  uncontested?  A.  ProM 
tlie  time  of  its  approval,  not  more  than  ninety  days. 

Q.  What  was  the  amount  of  your  outstanding  liabilities  on 
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December  31st,  ,1904?  A.  I  think  about  forty-five  thousand  dol- 
lars. 

Q.  Against  which  you  had  ten  thousand  dollars  of  assets?  A. 
Yes,  sir. 

Q.  Now,  you  have  about  fifty  thousand  dollars,  with  about 
six  thousand  dollars  of  assets.  Is  there  any  test  of  solvency  of 
an  assessment  company?  A.  Well,  we  have — our  calls  come  in 
on  the  first  of  the  month.  Generally  on  the  first  of  the  month 
we  have  a  little  more  money  come  in  to  meet  these  obligations. 

Q.  Under  the  law  .of  the  State  you  are  not  required  to  keep 
any  reserve?  A.  Only  a  reserve,  emergency,  equal  to  the  amount 
of  one  assessment,  one  mortuary  call. 

Q.  What  was  the  amount  of  one  mortuary  call?  A.  About 
seven  thousand  dollars. 

Q.  Then  you  have  not  a  reserve  at  the  present  time  to  that 
amount?    A.  Yes,  sir. 

Q.  Where  is  it  ?  A.  That  we  have  got,  counting  what  we  have 
got  in  the  five  thousand  dollar  bonds  and  the  cash  on  hand  and 
the  money  that  is  in  the  banks.  We  have  got  enough  to  cover 
that. 

Q.  You  have  got  five  thousand  dollars  and  the  three  or  four 

hundred  dollars  cash  and  a  few  hundred  in  bank A.  Seven 

or  eight  hundred  dollars,  probablj',  in  the  bank. 

Q.  How  much  in  the  bank^  A.  Seven  or  eight  hundred  dol- 
lars, I  think,  in  that  neighborhood,  maybe  a  little  less. 

Q..  That  would  make  a  total  of  less  than  seven  thousand  dol- 
lars. A.  Then  we  have  about  fifteen  hundred  dollars  coming 
from  Tripp. 

Q.  You  can  call  on  that?    A.  Yes. 

Q.  When  will  you  be  likely  to  get  it?  A.  About  the  first  of 
the  year. 

Q.  What  is  the  amount  of  your  outstanding  insurance?  A. 
About  four  millions  of  business. 

Q.  Four  millions  of  dollars?     A.  Yes. 

Q.  How  many  policies  have  you  outstanding?  A.  Probably 
twenty-two  hundred,  from  two  thousand  to  twenty-two  hitiidred. 

Q.  Where  do  you  do  business,  in  what  jurisdiction?  A.  ISTew 
York,   Pennsylvania. 

Q.  What   other  jurisdictions  ?     A.  And  West  Virginia.        * 

Q.  Those  are  the  only  ones  ?    A.  Yes. 

Q.  What  proportion  of  your  business  is  in  the  State  of  New 
.  York  ?    A.  Most  of  it. 
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Q.  That  means  seventy-five  per  cent?    A.  Yes,  sir. 

Q.  You  have  no  president  at  present?    A.  "No,  unfortunately 
he  died  about  four  days  ago.    I  went  to  his  funeral  last  Tuesday. 

Q.  Prior  to  his  death  did  he  have  a  salary?    A.  No. 

Q.  Did  your  vice-president  have  a  salary  ?    A.  IS'o. 

Q.  What  is  your  salary?    A.  Twenty-five  hundred  dollars. 

Q.  What  is  the  treasurer's  salary?    A.  Two  thousand  dollars. 

Q.  What  is  the  clerk's  salary?  A.  One  gets  about  twenty 
dollars  a  week,  and  the  other  gets  eighteen  dollars  a  week. 

Q.  What  is  the  bookkeeper's  salary  ?    A.  Eighteen  dollars. 

Q.  And  the  cashier's  salary?    A.  Eight  dollars. 

Q.  And  the  stenographer's  ?    A.  Eight  dollars. 

Q.  That  is  a  week?    A.  Yes,  sir. 

Q.  And  ,that    is   your    entire   piayroll?      A.  Yes,    sir. 

Q.  Where  are  your  ofiices?     A.  200  Broadway. 

Q.  What  rent  do  you  pay?  A.  Seventeen  hundred  dollars  a 
year. 

Q.  What  were  your  total  receipts  in  1904?  A.  I  think  a 
little  less  than  ninety  thousand  dollars. 

Q.  Is  it  seventy-eight  thousand  dollars  ?  A.  Yes,  that  is  right. 
I  was  counting  the  ten  thousand  dollars  or  eleven  thousand  be- 
side. 

Q.  $78,335  were  your  entire  receipts  in  1904?    A.  Yes,  sir. 

Q.  What  were  your  entire  disbursements  in  1904?  A.  Twen- 
ty-seven thousand  dollars  —  oh,  total  disbursements,  seventy-nine 
thousand  dollars. 

Q.  Is  this  circular  issued  by  your  company  ?  A.  It  was.  We 
are  not  issuing  them  any  more. 

Q.  When  was  that  issued?  A.  Probably  three  or  four  years 
ago. 

Q.  Well,  did  yon  state  when  your  name  was  changed  to  the 
Empire?    A.  Yes,  sir,  in  1894. 

Q.  Have  you  issued  any  circular  in  the  last  three  or  four 
years?     A.  Yes,  sir.  -     - 

Q.  Have  you  a  form  of  those  circulars?  A.  I  think  we  have 
got  one.     It  is  almost  the  same  as  that. 

Q.  Is  this  the  one  you  now  produce?     A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  736.) 

(Exhibit  No.  736  will  be  found  in  the  Book  of  Exhibits.) 
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ME.  HUGHES:  I  will  read  from  this  circular  some  of  the 
provisions  as  follows: 

Pure  life  insurance  at  cost. 

Empire  Life  Insurance  Company,  incorporated  1881,  under 
New  York  Laws. 

Home  Offices:  200  Broadway,  IsTew  York. 

Life  Insurance  under  any  and  all  systems  consists  in  colleetin.r; 
from  the  living  to  pay  the  representatives  of  the  dead.  A  careful 
perusal  of  this  pamphlet  will  show  that  the  system  inaugurated  by 
this  company  does  this,  simply,  directly  and  inexpensively. 

Empire  Life  Insurance  Company  furnishes  the  best  life  insur- 
ance. Why?  Because  it  is  pure  life  insurance  without  strings 
or  misleading  technicalities,  or  doubtful  provisions.  Because  it  's 
pure  life  insurance  at  actual  cost,  no  twenty  to  thirty  per  cent, 
added  for  assets  showing. 

Because  it  embraces  on  the  same  table  of  rates  both  sexes,  pro- 
vided they  are  of  first-class  physical  health. 

Home  Office,  200  Broadway,  ~Ne\v  York. 

Then  follows  a  statement  of  facts  worth  reading  by  those  who 
hesitate  about  joining  the  Empire  Life  Insurance  Company. 

Then  a  statement  of  premium  rates  for  each  one  thousand  dol- 
lars. 

Then  comes  the  following : 

Empire  Life  Insurance  Company  has  paid  claims  aggregating 
oveV  one  million  dollars  to  the  widows  and  orphans  of  deceased 
policyholders.  A  low  mortality  makes  cheap  insurance.  Rigid 
inquisitorial  medical  examinations  by  first-class  physicians  only 
insures  a  low  mortality.  Policy  by  its  terms  is  incontestable  and 
indisputable  except  for  fraud,  misstatement  of  age  or  non-payment 
of  premium. 

We  charge  the  lowest  premium  consistent  with  safety  during 
the  productive  period  of  life.    You  know  just  what  you  are  to  pay, 
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and  when  it  becomes  due.    The  estimated  minimum  cost  to  a  mem- 
ber in  any  year  is  shown  by  the  table. 

Premiums  may  be  paid  annually  or  semi-annually  by  deposit  on 
account,  thereby  reducing  liability  of  lapsing  policy  through  over- 
sight or  absence. 

Then  follow  certain  other  items  which  I  will  not  read,  and  the 
circular  continues : 

"  The  Emipire  Life  Insurance  Company,  incorporated  in  1881, 
is  a  company  of  members  united  to  furnish  each  other  with  life  in- 
surance for  their  families,  to  protect  and  increase  the  estate  of  de- 
ceased members,  and  for  the  securing  of  creditors." 

It  provides  safe  insurance  at  the  lowest  cost  consistent  with  the 
greatest  security  upon  a  purely  mutual  plan.  It  is  managed  and 
controlled  by  its  members  or  their  duly  authorized  representa- 
tives. It  furnishes  life  insurance  at  cost  with  a  sufficient  reserve 
fund  to  guarantee  the  payment  of  its  claims.  No  personal  liabil- 
ity is  incurred  by  becoming  a  member  of  this  company.  The 
continuance  of  a  policy  and  payments  are  voluntary  at  the  option 
of  the  owner.  A  member  can  terminate  his  policy  at  any  time  by 
omitting  to  pay  his  premiums  as  they  accrue,  and  no  further  lia- 
bility is  incurred  by  him  or  by  the  company  to  him. 

A  member  who  allows  his  policy  to  lapse  may  have  the  same 
reinstated  at  any  time  within  one  year  by  giving  evidence  satisfac- 
tory to  the  company  of  good  health  and  payment  of  all  premiums 
in  aiTears.  Benefits  payable  under  policies  issued  by  this  company 
are  exempt  by  the  laws  of  the  State  of  New  York  from  the  debts 
of  the  insured,  also  from  the  debts  of  the  widow.  The  Empire 
Life  Insurance  Company  is  purely  mutual.  No  stockholders. 
All  profits  accruing  year  by  year  are  accredited  to  the  policy- 
holders. 

Q.  You  say  here  it  furnishes  life  insurance  at  cost  with  a  suf- 
ficient reserve  fund  to  guarantee  the  payment  of  its  claims.  What 
is  the  sufficient  reserve  fund  to  which  you  refer?  A.  Well,  we 
estimate  that. 

Q.  What  do  you  estimate  it?  A.  We  estimate  it  at  the  rate 
that  these  members  pay  on  these  tables  would  be  sufficient  to 
carry  the  policy. 
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Q.  What  is  the  amount  of  the  fund  which  you  estimate  to  be 
sufficient?  A.  Well,  that  is  all  estimated  upon  what  we  'will  get 
if  there  is  a  sufficient  amount  to  carry  the  rasurance. 

Q.  What  is  the  amount  of  the  reserve  fund  which  you  say  you 
have  on  hand  which  you  deem  to  be  sufficient  ?  A.  We  do  not  say 
we  have  it  on  hand. 

Q.  You  do  not  mean  to  be  understood  as  having  it  on  hand? 
A.  No;  only  the  reserve  on  emergencies. 

Q.  You  say  it  furnishes  life  insurance  at  cost  with  a  sufficient 
reserve  fund  to  guarantee  the  payment  of  its  claims.  Have  you 
such  a  reserve  fund?    A.  No;  that  is  the 

Q.  You  have  not  such  a  reserve  fund?    A.  No,  sir. 

Q.  Why  do  you  issue  a  circular  saying  you  have  one?  A.  It 
is  estimated,  assuming  we  get  sufficient  members  and  they  pay 
those  rates,  it  will  be  sufficient  to  pay  the  cost  of  insurance,  and 
leave  us  a  reserve. 

Q.  Then  what  you  mean  by  sufficient  reserve  fund  is  your  esti- 
mate that  you  will  be  able  to  write  business  enough  to  supply 
moneys  to  pay  claims?    A.  Yes,  and  the  members  will  pay  us. 

Q.  But  your  statement  that  you  have  a  sufficient  reserve  fund 
means  that  jon  hope  tx)  get  sufficient  members?  A.  We  have 
sufficient  reserve  fund  that  the  law  calls  for,  and  we  estimate  that 
at  the  rate  those  members  pay  it  will  be  sufficient  to  meet  those 
obligations  and  allow  sufficient  reserve  funds. 

Q..  In  other  words,  your  only  reserve  fund  that  is  sufficient  to 
meet  the  payment  of  your  claims  is  in  the  power  to  levy  assess- 
ments?   A.  Is  in  the  membership. 

Q.  Is  in  the  membership?  A.  Is  in  the  membership.  Our  re- 
serve is  in  the  membership. 

Q.  Why  don't  you  say  it  is  in  the  membership.  Why  do  you 
say  you  have  a  reserve  fund  sufficient  to  pay  your  claims?  A. 
Well,  that  is  the  way 

Q.  You  put  it  in  that  way  to  get  people  to  insure,  don't  you  ? 
A.  I  presume  so;  yes,  sir. 

Q.  When  did  you  issue  this  circular  that  I  now  hand  you,  three 
or  four  years  ago?    A.  Yes. 

Q.  How  long  did  you  have  that  out?  A.  It  was  out  quite  soma 
time. 

MR.  HUGHES :    I  offer  it  in  evidence. 

(Circulars  marked  Exhibit  No.  TSY.) 

CExhibit  73Y  vdll  be  found  in  the  Book  of  Exhibits.) 
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Q.  Now,  you  say  in  this  one,  T  will  read  the  following :  "  Ee- 
serve  or  emergency  fund.  Dividends  after  five  years.  Twenty 
per  cent,  of  the  amount  received  from  mortuary  payments  may  be 
invested  or  deposited  for  the  benefit  of  the  contributor  from- 
which  reserve  or  emergency  fund  there  may  be  a  dividend  on  the 
fifth  and  on  each  year  thereafter,  estimated  to  equal  one-half  the 
"mortuary  payments."  Do  you  set  aside  twenty  per  cent,  of  the 
amount  received  from  mortuary  payments?  A.  We  did.  We 
tried  to,  but  found  we  had  to  use  part  of  them  to  meet  our  claims, 
without  levying  extra  calls. 

Q.  How  long  did  you  set  aside  twenty,  per  cent,  of  the  mortuary 
payments  as  a  reserve  fund?  A  Well,  we  have  kept  on  doing  it 
at  different  times. 

Q.  How  long  did  you  do  it?    A.  Probably  two  or  three  years. 

Q.  Well,  what  years?    A.  Well,  1889,  1890  and  1891. 

Q.  Did  you  do  it  in  the  last  ten  years?    A.  K'o'. 

Q.  You  issued  this  specially  three  or  four  years  ago?    A.  Yes. 

Q.  So  when  you  issued  that  you  did  not  set  aside  twenty  per  cent, 
from  the  mortuary  fund?  A.  Well,  we  could  not  because  the 
death  claims  were  too  heavy. 

Q.  And  not  having  a  reserve  fund  you  did  not  give  dividends? 
A.  ISo,  sir. 

Q.  After  five  years?  A.  N"o,  sir;  until  we  got  $100,000  any- 
way. 

Q.  Well,  you  did  not  say  that  in  your  circulars,  did  you?  A. 
We  say  it  in  our  policy  which  we  issue. 

Q.  You  did  not  say  it  in  your  circular?  A.  I  don't  know — I 
think  there  is  sometEing  in  the  circular,  too.  It  is  not  the  circular, 
we  are  using  nove.  But  still — (paper  handed  witness).  ISTo,  it  is 
all  estimated.     There  is  nothing  on  that: 

Q.  Nothing  that  would  give  anyone  who  is  about  to  insure  the 
idea  that  did  not  apply  until  you  got  $100,000?  A.  No,  only  in 
the  policy. 

Q.  You  say:  "Cash  surrender  values.  Fifteen  years  from  the 
date  of  the  policy  the  member  has  the  privilege,  having  given  the 
company  one  year's  previous  notice  of  his  intention  so  to  do,  of 
surrendering  his  policy  and  receiving  in  cash  his  share  of  the  re- 
serve fund  accumulations.  Thus  he  will  undoubtedly  have  his 
insurance  for  fifteen  years  at  less  than  half  the  cost  charged  liy 
level  premium  companies  and  receive  back  a  very  large  proportiim 
in  cash  of  the  comparatively  small  amount  paid  out  by  him  for 
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1^0  insiivauce  during  said  fifteen  years,  which  will  operate  to  still 
further  reduce  the  cost  of  insurance  he  has  had.  In  other  words, 
he  will  have  been  protected  for  fifteen  years  for  a  small  outlay, 
and  tlie  profit  derived  from  the  members  of  his  class  who  have  died 
or  discontinued  their  policies  will  provide  a  sum,  which  under  the 
?y-5tem  of  the  company,  will,  at  the  15th  anniversary  of  his  policy, 
if  he  desires  to  avail  himself  of  this  provision,  enable  him  to  con- 
tinue his  insurance  and  receive  back  a  large  portion  of  the  money 
he  has  paid."  This  is  quoted  from  the  Circular  Exhibit  737.  Do 
you  pay  cash  surrender  values?    A.  No. 

Q.  Have  you  paid  cash  surrender  values  in  the  last  ten  years? 
A.     No. 

Q.  Have  those  provisions  I  have  read  in  the  circular  ever  been 
effective?    A.  No,  sir. 

Q.  You  have  not  collected  any  profit?  A.  "We  have  not  been  in 
a  position  to  carry  out  that  provision,  because  we  have  not  been  able 
to  accumulate  $100,000. 

Q.  You  knew  that  at  the  time  you  issued  the  circular?    A.  No. 

Q.  You  knew  you  did  not  have  it  ?    A.  We  did  not  know  it. 

Q.  You  did  not  have  the  money?  A.  "We  had  it  until  the  fif- 
teen year  period,  and  then  we  realized  we  could  not  carry  it  out 
and  stopped  issuing  those  policies. 

Q.  "When  did  the  fifteen-year  period  start?     A.  From  1889. 

Q.  To  1904?     A.  Yes,  sir. 

Q.  And  you  issued  this  in  1901  or  1902?    A.  Yes. 

Q.  Did  not  you  know  in  1901  or  1902  you  would  not  have  any 
accumulation  in  1904?  A.  No,  we  did  not  know.  "We  hoped"  to 
be  able  to  carry  out  the  provisions  of  the  policies. 

Q.  How  did  you  expect  to  be  able  to  carry  out  the  provisions  of 
policies?    A.  If  we  got  a  sufficient  amount  of  business. 

Q.  By  an  increase  of  business?    A.  Yes. 

Q.  What  amount  of  accumulation  did  you  have  in  1901?  A.  I 
don't  know,  about  fifteen  thousand  or  sixteen  thousand,  maybe;  I 
cannot  tell  you  exactly,  but  from  fifteen  thousand  to  eighteen 
thousand. 

Q.  What  did  you  do  with  it?  A.  We  used  it  to  meet  death 
losses. 

Q.  ^hen  did  you  use  it  to  meet  death  losses?  A.  At  different 
times  as  the  necessity  arose. 

Q.  Since  1901?    A.  Yes,  sir. 

Q.  Did  you  use  any  of  it  in  1902?    A.  Yes,  sir. 
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Q.  In  1903  ?     A.  Yes,  sir. 

Q.  You  still  used  the  circular  in  those  years  ?     A.  Yes. 

Q.  Did  you  then  expect  that  you  would  have  an  accumulation 
nifficient  to  pay  these  amounts  in  1904  at  the  end  of  fifteen  years? 
A.  "Well,  we  had  expectations,  yes.  "We  were  in  the  hopes  we 
A\'ould  do  a  larger  volume  of  business,  but  we  have  been  shut  out 
of  a  large  number  of  States,  as  all  assessment  companies  have  been, 
and  we  were  confined  to  two  States,  so  it  was  almost  impossible 
to  do  business. 

Q.  What  States  were  you  excluded  from?  A.  We  were  ex- 
cluded from  Kentucky,  from  ITew  Jersey  and  from  a  number  of 
just  siich  States,  and  Ohio. 

Q.  Have  you  been  examined  by  the  New  York  Departmient? 
A.  Yes,  sir. 

Q.  How  recently?     A.  I  think  1903. 

BY  THE  CHAIEMAIST: 

Q.  Do  you  say  there  are  only  two  States  now  where  you  are 
allowed  to  do  business?     A.  We  are  only  doing  business  now  in 
'  New  York,  Pennsylvania  and  West  Virginia. 

MR.  HUGHES:  I  will  continue  to  read  from  the  circular, 
Exhibit  ISTo.  737.     Paid-up  insurance. 

The  member  not  availing  himself  of  his  privilege  of  surrender- 
ing his  policy  and  withdrawing  his  accumulations  in  cash  as  above 
described,  a  reckoning  may  be  made  fifteen  yedrs  from  the  date 
of  the  policy  of  the  amount  contributed  to  the  reserve  fund  by 
all  the  members  who  enter  the  company  the  same  year.  The 
entire  amount  apportioned  to  him  will  be  placed  to  his  credit  and 
used  in  the  future  payment  of  premiums.  Thus,  a  member  of 
this  company  will  not  only,  undoubtedly,  have  had  his  insurance 
for  fifteen  years  for  less  than  haK  the  rates  charged  by  level 
premium  companies,  but  after  fifteen  years  such  a  sum  will  have 
passed  to  his  credit,  as  will  provide  for  the  future  payment  of  his 
policy  for  many  years,  or  for  his  full  expectation  of  life. 

Q.  You  have  addressed  this  letter  to  the  Committee  under  date 
of  December  2nd,  1905.  Are  the  facts  therein  stated  true_  (hand- 
ing paper)  ?     A.  Yes,  sir. 


Yes,  sir. 
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Q.  ^m.  TTUaHES:   I  offer  it  in  evidence. 

(]\Iark-ed  Exhibit  No.  738). 

Q.  This  is  the  list  of  your  payments  for  legal  expenses?     A. 

?s,  sir. 

Q.  That  is  accurate  arid  complete  ?    A.  Yes. 

MR.  HUGHES:   I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  N'o.  739,  for  identification.) 

Q.  Have  you  had  any  controversies  with  the  New  York  State 
Insurance  Department?     A.  Yes,  sir. 

Q.  Of  what  nature?     A.  On  the  question  of  the  report. 

Q.  When  was  the  last  one  you  had  ^     A.  I  think  it  was  in  1903. 

Q.  What  was  the  question  at  that  time?  A.  The  question 
wa^  as  far  as  my  recollection  goes,  one  of  the  questions  was  the 
amount  of  our  reserve  and  emergency,  and  they  claimed  we  had 
got  the  right  to  have  the  gross  amount  of  the  one  assessment 
leallzed,  which  would  include  the  dues  and  the  expenses,  and 
everything,  reserve  and  emergency  funds.  And  we  claimed  that 
it  should  be  the  net  amount  that  should  be  applicable  to  the  mor- 
tuary fur.:],  which  would  be  about  seven  thousand  dollars. 

Q.  How  was  the  matter  settled?  A.  We  had  hearings  at  dif- 
fers iit  times,  and  finally  they  gave  in  to  our  view,  I  believe,  be- 
cause they  allowed  us  to  do  that. 

Q.  Who  represented  you  in  that?  A.  Townsend  &  McClel- 
la7.d. 

Q.  What  was  the  amount  paid?  A.  We  first  paid  two  hundred 
dollars,  afterAvard  we  paid  two  hundred  and  fifty  dollars,  and  after- 
ward we  gave  another  two  hundred  and  fifty  dollars,  seven  hun- 
dred dollars,  T  think,  altogether. 

Q.  Did  the  department  accede  to  your  view  that  you  shpuld' 
have  simply  a  reserve  eqiial  to  the  net  amount  ?    A.  They  seemed 
to.     We  liad  no  more  trouble  regarding  tliat  matter.     There  were 
other  questions  that  were  involved. 

Q.  AVhat  other  questions  were  involved?  A.  Another  question 
was  the  form  of  our  assessment  notice  that  we  sent  out.  They 
claitncd  that  we  had  got  a  right  to  put  on  certain  things  that  we 
ilid  not  put  down. 

Q.  What  did  they  say  you  should  have  put  down  ?  A.  Well, 
the  law  states  we  should  have  put  down  if  a  claim  is  not  paid  in 
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full,  that  we  should  put  down  the  amount  of  the  claim  that,  was 
not  paid  in  full  when  we  sent  out  the  next  assessments,  and  we 
put  it  so  that  if  we  paid  the  claim  in  full  we  did  not  have  to  put 
the  names  of  the  members  down  when  we  sent  out  the  assessment. 
It  was  simply  the  construction  of  the  words  of  that  law  bearing  out 
the  notice,  and  T  believe  our  construction  was  right. 

Q.  What  was  the  result  of  the  consideration  of  that  matter? 
A.  Well,  that  matter  was  adjusted  so  that  we  did  not  have  any 
more  trouble.    The  Department 

Q.  Acceded  to  your  view?  A.  They  seemed  to  accede  to  our 
views.     They  did  not  report  us  anyway. 

Q.  And  with  whom  in  the  Department  were  those  matters  taken 
\ip,  with  what  individuals?  A.  They  were  taken  up,  I  believe, 
with  the  Department  in  Albany.  I  do  not  know  which.  The  cor- 
respondence, of  coiirse,  was  under  the  heading  of  Mr.  Hendrickp, 
the  Superintendent  of  Insurance,  and  afterward  we  had,  I  think, 
one  or  two  hearings  before  Deputy  Hunter  here  in  New  York 
City. 

Q.  Does  the  Department  exercise  any  supervision  over  the  cir- 
culars jouT  company  sends  out?     A.  Sometimes  they  do. 

Q.  When  have  they?  A.  I  do  not  recollect  any  time.  Some- 
times when  a  special  circular  is  drawn  to  their  attention  they  writf 
to  us  relative  to  it,  and  we  reply  to  it. 

Q.  Has  the  Department  called  your  attention  to  either  of  these 
circulars  which  have  been  put  in  evidence?  A.  I  do  not  recall 
that  they  have. 

Q.  Has  your  company  any  contracts  with  Mr.  Godwird?  A.  No. 

Q.  Or  with  Godwird  &  Delano?    A.  No,  sir. 

Q.  Has  your  company  any  contract  witli  any  person  in  relation 
to- its  expense  fund?     A.  No,  sir. 

Q.  Or  any  firm?    A.  No,  sir. 

Q.  Or  person?    A.  No,  sir. 

Q.  Does  the  company  handle  its  own  expense  fund?  A.  Yes. 
sir. 

Q.  And  it  pays  the  salaries  you  have  mentioned  but  of  the 
expense  fund  and  if  there  is  anything  left  over  it  keeps  it?  A 
Yes. 

Q.  That  is  it  has  it  available?    A.  Yes. 

Q.  There  is  no  contract?  A.  There  is  no  corporation  behind 
our  company;  we  run  it  ourselves  —  nothing  behind  it. 

Q.  All  your  provisions  in  the  circular  with  regard  to  paid-up 
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policy  or  surrender  value  or  increasing  guarantee  fund  and  the 
amounts  which  will  be  returned  in  dividends  are  not  borne  out 
by  the  facts  because  you  have  not  a  sufficient  membership?  A. 
l^es,  sir,  unfortunately,  the  assessment  companies  have  had  rather 
a  hard  road  the  last  few  years.  It  has  been  Impossible  for  us  to 
carry  out  those  provisions. 

Q.  Do  you  maintain  sufficient  rates?  A.  If  all  our  business 
was  on  the  rate  we  charge  at  the  present  time  and  on  the  same 
class  of  business  we  ought  to  meet  all  our  obligations  in  full. 

Q.  I  show  you  a  policy  dated  June  28th,  1900,  on  the  life  of 
Edward  Sanders,  No.  13,019.  Did  your  company  issue  that' 
policy  ?    A.  Yes,  sir. 

ME.  HUGHES :    I  offer  it  in  evidence. 

Policy  marked  Exhibit  No.  740  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Where  is  the  provision  in  the  policy  about  these  provi- 
sions being  subject  to  an  accumulation  of  $100,000?  A.  It 
states  subject  to  the  statutory  requirements.  ■  The  statutory  re- 
quirements means  $100,000. 

Q.  That  is  what  you  mean? "A.  Yes. 

Q.  Now,  after  five  years  had  elapsed  on  that  policy,  to  wit, 
1900,  instead  of  receiving  any  benefit  the  insured  got  a  call  for 
an  extra  assessment,  didn't  he  ?  A.  You  mean  from  five  years 
from  June? 

Q.    Yes.    A.  He  got  an  extra  call;  yes,  sir. 

Q.  Got  an  extra  assessment  ?    A.  Yes. 

Q.  There  was  nothing  to  apply  in  reduction  of  his  premiums? 
A.  No,  sir. 

Q.  No  dividends  that  he  could  have  ?    A.  No,  sir. 

Q.  No  reserve  fund  had  been  accumulated  ?  A.  No,  sir. 

Q.  And  you  needed  more  money?    A.  Yes,  sir. 

Q.  And  sent  out  an  extra  call  ?   A.  Yes. 

Q.  And  he  applied  to  the  Superintendent  of  Insurance — ^I  sup- 
pose you  remember  that  case  ?  A.  Well,  I  don't  remember  whether 
he  did ;  he  probably  did ;  he  applied  to  a  good  many  places  —  got 
a  fraud  order,  and  he  suddenly  forgot  he  was  alive. 

Q.  I  will  read  letter  addressed  to  Mr.  Edwin  Sanders  by  the 
Superintendent  of  Insurance  under  date  of  May  9th,  1905, 
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Letter  marked  in  evidence  Exhibit  741  and  read  by  Mr. 
Hughes. 

ME.  HUGHES :  I  also  offer  in  evidence  letter  of  the  Insur- 
ance Superintendent  to  Mr.  Sanders  under  date  of  May  12th, 
1905. 

Letter  marked  Exhibit  742  and  read  in  evidence  by  Mr. 
Hughes. 

MR.  HUGHES:  I  will  also  offer  in  evidence  letter  of  the 
Superintendent  of  Insurance  to  Mr.  Edward  Sanders,  dated  June 
9th,  1905. 

Letter  marked  Exhibit  743  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Do  you  recall  the  case  of  Alonzo  B.  Smith  holding  a  policy 
iif  $2,000  in  your  company,  who  died  last  January  ?  A.  I  don't 
recollect  the  case ;  I  recollect  the  name. 

MR.  HUGHES:  I  will  read  this  letter  which  has  been  ad- 
dressed to  a  member  of  the  Committee: 

"  GORHAM  MFG.  CO., 

"  Silversmiths  and  Goldsmiths. 

"  New  York,  Dec.  7,  1905. 

"  Hon.  William  J.  TuUy,  care  of  Hotel  Seville,  Madison  Avenue 
and  Twenty-ninth  Street,  City. 

"  Dear  Sir :  —  I  would  like  to  present  for  your  consideration  as 
a  member  of  the  Armstrong  Investigating  Committee  the  conduct 
of  the  Empire  Life  Insurance  Company  with  respect  to  a  policy 
for  $2,000  on  the  life  of  my  father,  the  late  Alonzo  B.  Smith. 
The  facts  of  the  ease  are  as  follows : 

"  My  father  died  on  January  8th,  at  the  age  of  74  years.  Proofs 
of  death  in  due  form  were  filed  with  the  company  within  a  week 
thereafter,  and  their  receipt  acknowledged  on  January  I7th,  as  per 
their  letter  enclosed  herewith.  The  ninety  days  allowed  the  com- 
pany by  its  policy  to  investigate  and  provide  for  payment  of  die 
claim  expired  on  the  17th  of  April,     Subsequent  to  that  date  I 
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called  at  their  office  a  number  of  times  without  receiving  any  satis- 
faction other  tban  the  matter  was  having  attention,  and  wouJd 
be  attended  to  as  soon  as  possible. 

"  Under  date  of  April  22d  the  company  wrote  a  letter  to  my 
mother,  stating  that  '  the  matter  would  be  disposed  of  some  time 
next  month.'     I  enclose  the  letter  herewith. 

"  Failing  to  receive  any  satisfaction  from  the  company,  we  noti- 
fied Hon.  Francis  Hendricks,  Superintendent  of  Insurance,  re- 
garding the  matter,  and  wrote  him  a  letter,  copy  of  which  T  en- 
close. On  the  23d  of  May  the  Empire  Life  Insurance  Company 
wrote  my  mother  a  letter  which  was  referred  to  in  our  letter  to 
the  Insurance  Department,  stating  that  '  according  to  the  proofs 
of  loss  Mr.  Smith's  health  ^rst  began  to  be  affected  fifteen  yeaj's 
ago,  which  was  prior  to  his  application  to  this  company,  which 
fact  is  denied  in  said  application.'  They  also  stated  that  upon  in- 
vestigation they  found  he  had  suffered  with  Heart  Disease,  Bron- 
chitis, Asthma  and  several  other  ailments,  all  of  which  was  untrue 
with  the  exception  of  Asthma,  from  which  he  suffered  for  say  ten 
years. 

"  When  making  out  the  proofs  of  loss  my  mother  was  so  consci- 
entious in  answering  the  many  questions,  and  through  an  endeavor 
to  be  as  explicit  as  i)ossible  in  answering  the  question  when  my 
father's  health  first  began  to  be  affected,  may  have  put  down  the 
term  of  fifteen  years,  but  while  he  died  of  heart  disease  he  never 
liad  any  heart  trouble  all  his  life,  nor  was  he  affected  with  bron- 
chitis, all  of  which  can  be  substantiated  by  our  family  physician. 

"At  the  time  of  communicating  with  the  Insurance  Department 
we  placed  our  claim  in  the  hands  of  counsel,  who  upon  the  abso- 
lute refusal  of  the  company  to  pay  the  claim  or  adjust  it  served 
notice  for  suit.  However,  our  counsel  succeeded  in  making  a 
settlement  on  July  20th  of  this  claim,  and  we  agreed  to  take  in 
lieu  of  any  better  settlement  five  drafts  for  $250  each,  making 
$1,250  in  all  at  five,  fifteen,  twenty-five,  thirty  and  forty  days 
from  sight. 

"  The  first  two  were  paid,  the  last  three  were  defaulted,  but 
were  finally^  paid  through  the  efforts  of  counsel. 

"  Our  complaint  and  the  matter  to  which  we  take  exception  is 
this:  That  if  we  were  entitled  to  anything  we  were  entitled  to 
all.  If  the  claim  was  not  a  just  one  the  companj  was  not  liabhj 
for  any  amount,  and  the  statement  that  my  father's  heajth  was 
affected  fifteen  years  ago,  which  was  'prior  to  his  application  to 
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this  company'  is  false.  Not  only  regarding  the  matter  of  health, 
but  also  regarding  the  time  mentioned,  inasmuch  as  the  Empire 
Life  Insurance  Company  has  only  been  known  as  such  since  1895; 
prior  to  that  time,  and  for  a  number  of  years,  it  was  known  as 
the  Home  Benefit  Society  of  ISTew  York,  and  prior  to  that  time 
was  known  as  the  Dry  Goods  Mutual  Benefit  Association,  which 
time  my  father  joined  about  1875,  taking  out  a  policy  for  $1,000. 
The  policy  was  changed  for  one  for  $2,000  when  the  company 
was  succeeded  by  the  Home  Benefit  Society  of  New  Tork;  there- 
fore, his  application  was  made  not  fifteen  years  ago,  but  about 
thirty  years  ago.     The  number  of  the  policy  is  6,190. 

"  It  is  unfortunate  that  after  a  company  is  willing  to  accept 
premiums  for  a  term  extending  over  thirty  years  that  they  should 
be  permitted  to  contest  a  claim  as  just  as  ours. 


"  Ends." 


"  Yours  very  truly, 

"LESTEK  B.  SMITH. 


Q.  Are  the  facts  stated  in  the  letter  true,  and  if  they  are  not 
true,  in  what  respects  are  they  untrue  ?  A.  They  are  untrue.  In 
the  first  place  the  Dry  Goods  Association  was  an  entirely  different 
concern.     TVe  simply  transferred  some  of  the  business. 

Q.  Did  you  take  over  the  business?  A.  Some  of  it,  under 
a  warranty  as  to  the  party's  condition,  and  we  found  that 'was 
false  and  untrue. 

Q.  What  was  the  date  you  took  it  over  ?  A.  In  the  neighbor- 
hood of  1891  or  1892,  as  far  as  my  recollection  goes.   ■ 

Q.  Under  what  warranty?  A.  Under  a  transfer  warranty, 
where  they  were  warranted  in  good  health  five  years  prior  to 
the  application. 

Q.  That  would  make  it  back  to  1887  ?  A.  That  would  carry 
it  back. 

Q.  You  received  the  premiums  continually  during  that  time? 
A.  Not  from  1887,  from  the  time  they  transferred  —  from  the 
time  they  signed  the  warranty  as  to  their  physical  condition, 
and  we  took  them  then  without  re-examination. 

Q.  What  was  the  face  of  this  poHcy  —  two  thousand  dollars  ? 
A.  I  presume  so. 

Q.  Why  were  you  willing  to  pay  twelve  hundred  and  fifty  dol- 
lars ?    A.  We  were  not  willing  to  pay  it,  but  we  bought  our  peace. 
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Q.  Why  didn't  you  pay  the  notes  when  they  became  due  ?  A. 
That  I  don't  know  at  this  time  —  I  cannot  tell  as  far  as  that. 
My  impression  is  that  they  were  paid  at  that  time.  On  settling  a 
case  of  that  kind  we  generally  pay  out  of  the  surplus. 

Q.  What  is  the  surplus  ?  A.  Money  that  has  not  been  allotted 
to  meet  the  claims  already  accrued  and  that  have  been  approved. 
When  we  make  a  settlement  it  is  a  different  thing. 

Q.  What  was  the  total  amount  of  your  death  claims  in  1904  ? 
A.  I  think  about  seventy  thousand  dollars — sixty  or  seventy  thou- 
sand dollars. 

Q.  That  was  the  total  amount  paid  or  put  in?  A.  Total 
amount  put  in,  I  think. 

Q.  Now,  what  amount  did  you  pay  during  1904?  A.  About 
sixty  thousand   dollars,   I   think,   something  of  that   kind. 

Q.  Didn't  you  have  forty-five  thousand  outstanding  at  the  end 
of  the  year?  A.  Yes,  some  had  been  carried  on  from  the  year 
prior. 

Q.  That  were  contested  ?  A.  Yes,  and  some  had  not  been  due 
— were  not  due.  We  might  be  unfortunate,  for  instance,  in  the 
mouth  of  December  we  might  get  a  notice  of  perhaps  five  or 
six  deaths,  each  five  thousand  dollars. 

Q.  What  proportion  of  your  claims  that  have  arisen  this  year 
have  you  contested?  A.  Oh,  about  ten  per  cent.,  something  in 
that  neighborhood.  We  don't  contest  any  of  them  unless  there  is 
some  reason  for  it. 

Q.  What  is  the  time  within  which  you  ordinarily  pay  a  claim? 
A.    Within  ninety  days  after  the  claim  has  been  approved. 

Q.  How  long  after  it  has  been  approved — I  mean  how  long  is 
it  before  it  is  approved  after  you  received  it?  A.  From  the  time 
we  get  the  completed  proof,  if  everything  is  all  right  we  approve 
it  right  away. 

Q.  Do  you,  as  a  matter  of  fact?  A.  Decidedly,  unless  there  is 
some  reason  we  cannot  approve  it. 

Q.  Isn't  it  a  fact  that  you  take  two  months  to  approve  it?  A. 
Oh,  no.  Sometimes  it  may  be  necessary  because  we  have  to 
make  some  investigation  that  takes  some  little  time. 

Q.  It  takes  some  little  time  to  get  in  the  money  ?  A.  It  takes 
over  two  months  to  get  in  the  money. 

Q.  And  the  period  which  ordinarily  elapses  between  the  time 
of  the  loss  and  the  time  of  the  payment  is  how  long?  A.  Well, 
generally  ninety  days,  sometimes  it  takes  a  little  less,  sometimes  a 
little  more. 
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Q.  Sometimes  it  takes  four  or  five  months?  A.  It  might  pro- 
vided the  claim  had  not  been  approved. 

Q.  Why  do  yOu  settle  the  claims  in  notes?  A.  Simply  because 
our  money  comes  in  in  small  amounts,  and  we  have  to  depend 
as  the  money  comes  "in  to  pay  it  out. 

Q.  You  have  no  means  except  from  the  money A.  That 

comes  in  from  the  assessments. 

HENEY  P.  TOWNSLEY,  called  as  a  vritness,  being  duly 
svi^orn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  are  President  of  the  life  Association  of  America?  A. 
I  am. 

Q.  How  long  have  you  been  President  of  that  company?  A. 
Since  August  7,  1903. 

Q.  How  long  have  you  been  in  the  insurance  business?  A. 
About  twenty  five  years. 

Q.  With  what  companies  have  you  been  connected?  A.  I  have 
been  connected  Avith  most  of  the  good  companies — the  Mutual 
Life,  l^ew  York  Life,  Northwestern. 

Q.  Have  you  been  an  ofiicer  of  any  companies?  A.  No,  sir, 
except  this  one. 

Q.  Were  you  ever  connected  with  the  Bankers'  Life  Associa- 
tion?  ^A.  Yes,  sir,  I  was  general  manager. 

Q.  During  what  period  ?  A.  From  July  20,  1893,  to  March 
23,  or  about  that  date,  1897. 

Q.  Were  you  ever  general  manager  of  any  other  insurance 
company  or  society?  A.  Yes,  sir,  I  was  manager  of  a  company  at 
Chicago. 

Q.  What  was  the  name  of  the  company?  A.  Chicago  Mutual 
Life  Association. 

Q.  How  long  were  you  connected  with  that  company?  A. 
About  four  years. 

Q.  What  years  were  they?     A.  About  1884  to  1888. 

Q.  When  was  the  Life  Association  of  America  incorporated? 
A.  Atigust  7,  1903. 

Q.  Under  what  law  was  it  incorporated?  A.  Under  the  regu- 
lar insurance  law,  Article  2,  I  believe,  of  the  Insurance  Law. 

Q.  Incorporated  as  a  stock  company?  A.  Capital  stock  com- 
pany, yes,  sir. 
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Q.  What  was  the  amount  of  its  capital  stock?  A.  T\to  Jmu- 
dred  thousand  dollars. 

Q.  Had  the  company  been  in  business  previously — ^that  is,  had 
there  been  any  business  precedent  to  the  formal  organization  of 
the  company?  A.  I  suppose  I  might  as  well  explain  that;  I  see 
what  the  trouble  is.  We  organized  a  company  under  the  assess- 
ment law  by  the  same  name,  in  1901,  and  while  we  wore  selling 
insurance  there  we  sold  stock  to  those  policyholders  in  the  stock 
company. 

Q.  In  brief,  the  scheme  was  through  an  assessment  company  to 
accumulate  a  fund  which  would  pay  up  the  capital  stock  and  then 
convert  the  organization  into  a  stock  organization  with  an  existing 
body  of  policyholders  who  were  also  owners  of  stock?  A.  Well, 
yes,  I  presume  you  might  put  it  that  way. 

Q.  When  did  you  start  the  assessment  company  known  as  the 
Life  Association  of  America?    A.  March  20,  1901. 

Q.  That  was  regularly  incorporated?    A.  Yes,  sir. 

Q.  And  did  business  under  Article  6  of  the  Insurance  Law? 
A.  Yes,  sir. 

Q.  !N^ow,  what  was  the  plan  by  which  you  arranged  or  agreed 
to  give  any  shares  of  stock  by  the  corporation  to  be  organized 
subsequently  as  a  stock  company?  A.  We  offered  the  policyhold- 
ers in  the  mutual  company  the  privilege  of  buying  stock  in  the 
stock  company,  one  share  of  stock  for  each  one  thousand  dollars 
of  insurance  carried  by  them. 

Q.  What  sort  of  an  agreement  did  the  policyholder  in  the  as- 
sessment company  have  with  reference  to  his  subscription  for 
stock?  A.  Yes,  he  had  an  agreement — he  had  a.  sort  of  stock 
option  agreement — ^I  forget  just  the  terms  of  it,  whereby  he  de- 
posited his  money  in  the  Worth  American  Trust  Company,  and 
got  a  receipt  for  it.  After  the  organization  of  the  company  the 
certificate  was  to  be  exchanged  for  a  regular  stock  certificate, 
which  was  done. 

Q.  He  got  a  certificate  of  deposit  or  receipt?  A.  Something 
of  that  sort. 

Q.  Calling  for  a  share  of  stock  in  exchange  for  the  receipt? 
A.  Yes,  sir. 

Q.  And  this  certificate  stated  the  amount  which  had  been  de- 
posited?   A.  Yes,  sir. 

Q.  And  those  deposits  were  held  or  to  be  held  by  the  Nortli 
American  as  a  separate  fund?    A.  Yes,  sir. 

Q.  And  to  be  turned  over  to  the  company  when  they  received 
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the  certificates  of  stock  which  were  to  be  issued  by  tliem  in  e:i- 
change  for  the  receipts  ?   A.  That  is  right. 

Q.  Now,  what  amount  was  deposited  with  the  North  American 
Trust  Company  under  that  plan?  A.  "Well,  as  I  remember  it, 
$268,000. 

Q.  Was  the  stock  subscribed  for  by  the  policyholders  at  par? 
A.  Part  of  it  was. 

Q.  Was  any  part  of  it  subscribed  at  an  increased  rate?  A. 
Yes,  sir. 

Q.  Originally  was  not  all  the  stock  subscribed  for  at  par?  A. 
No,  sir. 

Q.  Did  you  subscribe  for  any  part  of  the  stock? "  A.  Yes,  sir. 

Q.  Alone  or  with  others?    A.  Both. 

Q.  What  amount  did  you  subscribe  for  either  way?  A.  Well, 
I  should  say  about  four  thousand  shares; 

Q.  Three  thousand  nine  hundred  and  sixty  shares?  A.  That 
is  right. 

Q.  Who  was  associated  with  you  in  that  subscription  or  pui-- 
chase?    A.  Mr.  Van  Schaick. 

Q.  Mr.  Eugene  Van  Schaick?    A.  Yes. 

Q.  Is  he  connected  with  the  Life  Association  of  America?  A. 
General  counsel. 

Q.  And  he  was  general  counsel  of  the  assessment  company  that 
preceded  the  present  organization?    A.  He  was. 

Q.  What  amount  of  money  did  you  and  Mr.  Van  Schaick  pay 
in  in  order  to  make  good  .that  subscription  —  that  is,  pay  into  the 
North  American  Trust  (^ompany?  A.  As  I  remember  it  it  was 
about  one  hundred  and  twenty  thousand  dollars  —  thirty  dollars  a 
share  for  3,960  shares. 

Q.  What  was  the  date  of  that  subscription?  A.  About  June 
1st. 

Q.  Of  what  year?    A.   1903. 

Q.  Was  the  himdred  and  twenty  thousand  dollars  supplied  at 
that  time?    A.  Well,  at  that  time  and  before  August  Tth. 

Q.   1903?    A.  1903. 

Q.  Did  the  Life  Association  of  America,  directly  or  indirectly, 
supply  any  of  the  moneys  put  up  by  you  and  Mr.  Van  Schaick? 
A.  No,  sir. 

Q.  Did  you  obtain  any  loans  upon  the  stock  qf  the  Life  As- 
sociation as  collaterals  for  that  purpose?     A.  Yes,  sir. 

Q.  From  whom?    A.  Gansevoort  Bank. 

Q.  Was  that  the  bank  where  the  moneye  of  the  Life  Associa- 
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tion  of  America  were  deposited?     A.  "We  deposited  the  moneys 
there. 

Q.  And  when  did  you  begin  to  deposit  money  there?  A. 
About  the  date  of  the  organization  of  the  company. 

Q.  What  moneys  did  you  deposit  there?  A.  The  money  that 
belonged  to  the  company,  I  think,  and  the  money  that  was  de- 
rived from  the  sale  of  the  stock. 

Q.  Will  you  explain  what  the  moneys  were  that  went  to  the 
ISTorth  American  Trust  Company,  and  what  the  moneys  were 
that  went  to  the  Gansevoort  Bank?  A.  The  money  that  was  in 
the  jSTorth  American  Trust  Company  afterward  went  to  the 
Gansevoort  Bank. 

Q.  So  that  the  moneys  that  had  been  deposited  in  the  North 
vVmerican  Trust  Company  originally  did  not  embrace  the  moneys 
which  you  and  Mr.  Van  Schaick  advanced  in  your  subscrip- 
tion—  they  were  independent  of  those?  A.  I  don't  understand 
you. 

Q.  Did  the  moneys  which  you  and  Mr.  Van  Schaick  paid  in  on 
accoirat  of  your  subscription  for  3,960  shares  become  part  of 
the  fimds  held  by  the  ]S"orth  American  Trust  Company,  and  were 
they  subsequently  paid  to  the  Gansevoort  Bank?  A.  I  think 
some  of  it  was  and  some  of  it  was  paid  to  the  Gansevoort  Bank. 

Q.  The  fact  is,  is  it  not,  that  you  turned  over  the  moneys  from 
the  IN^orth  American  Trust  Company  to  the  Gansevoort  Bank  in 
July,  1903?  A.  Well,  some  of  it,  if  not  all;  I  don't  remember 
the  date. 

Q.  You  deposited  with  the  Gansevoort  Bank  in  July,  1903, 
some  two  hundred  and  two  thousand  dollars?  A.  When  we  de- 
posited a  great  deal  of  money  we  took  that  out  of  the  ISTorth 
American  Trust. 

Q.  You  rememl^er  drawing  on  the  ITorth  American  Trust  .Com- 
pany in  favor  of  the  Gansevoort  Bank,  or  in  favor  of  yourself, 
and  endorsing  it  to  the  bank  on  July  14,  $114,000,  and  on  July 
30,  $100,000?  A.  If  you  have  the  figures  correct,  that  is  true. 
I  don't  remember  that  date  absolutely. 

Q.  Your  recollection  is  not  at  variance  with  that?  A.  'No,  1 
should  say  that  was  correct. 

Q.  Was  it  after  that  time  the  Gansevoort  Bank  made  a  loan 
to  yourself  and  Mr.  Van  Schaick  ?  A.  It  occurs  to  me  it  was 
about  that  time,  may  be  subsequently. 

Q.  Didn't  it  make  a  loan  to  the  company?    A.  ISTo,  sir. 

Q.  The  loan  was  to  yourself  individually?    A.  Individually. 
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Q.  Tn  what  amount?    A.  $66,000. 

Q.  That  amount  was  deposited  to  the  credit  of  the  company? 
A.  It  was. 

Q.  And  that  stood  as  part  of  the  moneys  which  you  and  Mr. 
Van  Schaick  were  to  pay  for  the  stock  ?     A.  It  was.- 

Q.  What  was'  the  collateral  for  that  loan  ?  A.  Stock  of  the 
company. 

Q.  The  3,960  shares  ?     A.  Most  of  it. 

Q.  That  was  followed  by  another  loan  from  the  Gansevoort 
Bank  to  you  and  Mr.  Van  Schaick  ?     A.  I  think  so. 

Q.  For  what  amount  ?     A.  Twenty-five  thousand  dollars, 

Q.  And  what  was  the  purpose  of  that  loan?  A.  Well,  that 
was  a  part  of  the  original  loan. 

Q.  That  is,  the  entire  loan  was  eighty-one  thousand  dollars? 
A.  No,  a  part,  of  the  loan  was  paid  off,  and  then  that  much  of  it. 
was  renewed.     It  was  not  over  sixty-thousand  dollars. 

Q.  Have  you  your  checkbook  with  the  Gansevoort  Bank  ?  A.  I 
have. 

Q.  Will  you  produce  it,  please? 

(Book  produced.) 

This  you  now  show  me  as  the  checkbook  of  the  Life  Association 
of  Alnerica  with  the  Gansevoort  Bank?     A.  It  is,  sir. 

Q.  It  shows  the  account  of  the  society  with  the  bank  from  a  date 
prior  to  the  incorporation  of  the  stock  company,  and  for  a  period 
through  the  existence  of  the  assessment  company?  A.  Well,  I 
shoTild  say  so,  yes. 

(Checkbook  marked  Exhibit  ISTo.  744  for  identification.) 

Q.  i  find  in  this  book,  under  date  of  JiUy  14th,  1903,  the  en- 
try of  a  deposit  of  a  hundred  thousand  dollars.  That  was  from 
the  North  American  Trust  Company  ?     A.  Yes,  sir. 

Q.  And  under  date  of  July  20th,  1903,  an  entry  of  another 
hundred  thou^sand  dollars;  that  was  from  the  ISTorth  American 
Trust  Company?     A.  That  is  right. 

Q.  Under  date  of  July  22,  1893,  $2,749.14.  That  is  from  the 
North  American  ?     A.  I  suppose  so. 

Q.  And  then  follows  the  loan,  sixty-six  thousand  dollars.  A. 
That  was  a  loan  we  made  and  deposited  with  the  Gansevoort  Bank.- 

Q.  Was  that  in  the  form  of  a  check  to  your  order  ?    A.  It  was. 

Q.  And  deposited  to  the  order  and  credit  of  the  company  ?  A. 
It  was. 
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Q.  The  shares,  I  think  you  ha-ve  stated,  were  twenty-dollar 
shares,  and  the  total  was  ten  thousand  shares  ?     A.  Yes,  sir. 

Q.  Now,  following  that  in  1903,  in  August,  1903,  the  stock 
company  was  organized  ?     A.  Yes,  sir. 

Q.  And  at  that  time  there  was  paid  over  to  the  Comptroller  of 
the  City  of  New  York  $103,000  ?  A.  That  was  for  New  York 
City  bonds. 

Q.  And  those  bonds  were  used  for  what  purpse?  A.  Deposit 
in  Albany,  to  be  deposited  with  the  Insurance  Department  in  Al- 
bany. 

Q.  That  was  on  the  organization  of  the  stock  company.  Then 
you  proceeded  in  business  as  a  stock  company,  which  you  have  con- 
tinued up  to  the  present  time  ?     A.  Yes,  sir. 

Q.  Now,  have  you  at  any  time  obtained  a  loan  upon  securities 
furnished  by  the  company  in  whole  or  in  part  ?     A.  No,  sir. 

Q.  Did  you  in  April,  1904,  obtain  a  loan  from  the  Citizens' 
Trust  Company  of  Patterson?     A.  Yes,  sir. 

Q.  To  whom  was  that  loan  made?  A.  Myself  and  Mr.  Van 
Schaick. 

Q.  For  what  amount?     A.  Ten  thousand  dollars. 

Q.  On  what  as  collateral  ?  A.  Five  hundred  shares  of  stock  of 
the  Life  Association  of  America. 

Q.  You  are  reported  as  having  said  at  one  time  in  1903, 
"when  this  company  was  organized,  Mr.  Van  Schaick  and  my- 
self underwrote  3,960  shares  of  the  i^tock  at  thirty  dollars,  the 
par  value  being  twenty  dollars.  By  taking  the  stock  at  this  fig- 
ure we  really  placed  $39,600  in  the  treasury  of  the  company. 
When  the  time  for  settlement  came  we  were  short  $52,000.  We 
tried  to  negotiate  for  a  loan  of  this  amount  with  a  dozen  or  more 
banks  and  financial  institutions,  but  were  unable  to  do  so.  Then 
we  went  to  the  Board  of  Directors  and  asked  them  to  let  us  have 
this  sum  of  money.  They  could  not  lend  it  to  us,  so  they  gave  it 
to  us,  we,  of  course,  intending  and  being  expected  to  return  it. 
We  did  return  all  but  ten  thousand  dollars  of  the  amount  out  of 
our  own  funds.  Lacking  ten  thousand  dollars,  we  applied  to  a 
trust  company  for  a  loan.  They  would  give  it  to  us  only  on  con- 
dition." That  is  substantially  correct  ?  A.  Some  part  of  it  is 
correct,  and  part  of  it  is  not. 

Q.  Just  make  a  statement  which  will  cover  it  and  explain  it, 
and  correct  it  so  far  as  it  needs  correction.  A.  We  borrowed 
$06,000  from  the  Gansevoort  Bank  and  paid  it  into  the  company, 
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and  we  afterward  went  before  the  Board  of  Directors  and  they 
voted  lis  fifty  thousand  dollars  for  services. 

Q.  When  was  that  vote  made  ?  A.  I  should  say  in  the  spring 
of  1904  some  time. 

Q.  Prior  to  that  had.  there  been  a  resolution  passed  by  the 
assessment  company  relative  to  compensation?    A.  There  had. 

Q.  Is  this  a  copy  of  it  that  I  now  show  you  ?  A.  I  should  say 
that  was  a  copy. 

ME.  HUGHES :    I  offer  it  in  evidence. 

Paper  marked  Exhibit  l^o.  745,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Now,  it  was  under  that  resolution  that  the  compensation  in 
1903  was  fixed  at  fifty  thousand  dollars?    A.  That  is  right. 

Q.  And  is  that  the  resolution  under  which  the  fifty  thousand 
dollars  was  paid  to  Mr.  Van  Schaick  and  yourself  (showing  wit- 
ness paper)  ?  A.  I  should  say  that  was  a  copy  of  it.  It  reads 
like  it. 

Kesolution  marked  Exhibit  ISTo.  746,  and  read  in  evidence  by 
Mr.  Hughes. 

'  Q.  ISTow,  will  you  identify  in  your  checkbook  the  checks  which 
paid  the  fifty  thousand  dollars  ?    A.  I  cannot  do  it. 

Q.  I  find  here  a  check  under  date  of  March  4,  1904,  to  your- 
self for  fourteen  thousand  dollars.  Was  that  part  of  it?  A.  It 
might  have  been;  I  don't  know. 

Q.  It  was  not  for  anything  else  ?  A.  I  could  not  imagine  any- 
thing else,  no  sir. 

Q.  I  find  under  date  of  March  21,  1904,  Townsley  &  Van 
Nest,  $9,560.40;  was  that  a  part  of  it?  A.  I  should  say  it  was 
part  of  it.  I  would  not  swear  io  it,  because  I  don't  know.  I  know 
we  got  the  fifty  thousand  dollars,  but  I  do  not  know  what  checks 
paid  it  to  us. 

Q.  I  find  under  date  of  March  4th,  1904,  a  payment  to  the 
Gansevoort  Bank  of  $51,836,  apparently  by  the  check  of  the 
company,  what  was  that  for?  A.  When  we  borrowed  the  $66,000 
from  the  Gansevoort  Bank  we  agreed  with  the  bank  to  keep  a 
certain  amount  of  money  on  deposit. 
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Q.  That  is  when  you  and  Mr.  Van  Schaick  borrowed  $66,000 
you  agreed  with  the  company  to  keep  a  certain  amount  of  money 
on  deposit-?  A.  That  is  a  guarantee  of  the  —  they  had  a  check  of 
our  company  equal  to  the  amount  of  our  loan. 

Q.  $66,000  ?  A.  Originally.  Afterward  it  was  reduced  to 
$51,000  and  they  afterward  took  their  check  and  violated  their 
agreement,  and  paid  off  that  loan.  Then  we  paid  the  money  im- 
mediately back  into  the  company. 

Q.  So  as  I  understand  it  you  and  Mr.  Van  Schaick  to  get  this 
loan  for  yourselves  in  order  to  enable  you  to  acquire  the  3,960 
shares,  deposited  the  shares  themselves  as  collateral  with  the 
Gansevoort  Bank  and  in  addition  to  that  collateral  the  bank 
had  a  check  from  the  Life  Association  of  America  for  an  amount 
equal  to  the  loan?  A.  You  state  some  of  the  facts  right,  but  you 
don't  state  tte  reason  of  it. 

Q.  I  want  to  get  the  facts  first.  A.  The  fact  is  that  we  de- 
posited our  stock  as  security  for  the  loan  and  we  agreed  with  the 
bank  not  to  draw  that  money  down  up  to  a  certain  amount,  and 
as  a  guarantee  of  that  agreement  we  left  in  the  hands  of  the  Presi- 
dent a  check  so  that  if  we  attempted  to  draw  the  money  he  could 
interpose  that  check.  Now  you  say  for  the  reason  that  we  might 
get  3,900  shares  of  the  stock.  That  was  not  the  reason.  The  rea- 
son for  it  was  that  we  had  been  informed  by  the  Department  that 
if  we  incorporated  this  company  within  two  years  from  the  date 
of  the  original  certificate,  which  was  August  22d,  I  believe,  we 
would  forfeit  the  right  to  organize  under  that.  We  had  sold  a 
great  deal  of  stock  and  we  approached  nearly  the  date.  The  high- 
est price  at  which  we  had  sold  the  stock  was  $30.00  a  share.  ISTow, 
it  was  up  to  us,  being  left  to  complete  this  organization  with  that 
stock,  to  subscribe  for  the  stock.  "We  had  a  right  to  subscribe  for 
the  stock  at  par  but  we  did  not  think  we  had  the  moral  right  to 
do  it,  because  we  had  sold  some  of  the  stock  as  high  a,*  $30  a  share; 
so  we  subscribed  for  the  stock  and  paid  50  per  cent,  additional  on 
the  stock,  and  in  order  to  do  that  and  pay  that  $39,600  into  the 
company  as  a  surphis,  we  had  to  borrow  $66,000. 

Q.  Now  you  were  referring  to  the  summer  of  1908  ?  A.  Ex- 
actly. 

Q.  But  before  the  bank  would  let  you  and  Mr.  Van  Schaick 
have  the  money  they  insisted  on  having  a  check  of  the  company 
for  an  araotmt  equal  to  the  loan?  A.  In  order  to  guarantee  us 
to  leave  the  money  in  their  bank  while  we  carried  our  loanj  and 
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we  reduced  that  deposit  in  the  bank  in  proportion  as  we  reduced 
the  loan  to  ourselves. 

Q.  So  in  fact  the  bank  would  not  loan  the  money  to  you  and 
Mr.  Van  Schaick  unless  it  held  the  funds  of  the  company  against 
it?     A.  No,  not  against  it. 

Q.  Held  the  funds  of  the  company  in  such  a  way  that  it  could 
resort  to  them  if  it  became  necessary.  A. ,  They  did  resort  to  it, 
although  it  Avas  not  according  to  our  agreement. 

Q.  Now,  where  is  the  entry  or  the  stub  of  the  check  to  the  Gan- 
sevoort  Bank  for  the  amount  of  the  loan ?    A.  $66,000. 

Q.  Yes.  A.  I  don't  know.  The  Gansevoort  Bank  drew  the 
check.     But  did  not  ikeep  their  gtub  book. 

Q.  Didn't  the  Life  Association  of  America  give  the  Ganse- 
voort Bank  a  check  to  hold?     A.  Yes. 

Q.  Where  is  the  stub  of  that  check?  A.  I  guess  it  is  there — 
there  it  is,  that  $51,000. 

Q.  That  $51,000  is  the  amount  as  it  stood  reduced  March  4th, 
1904?     A.  Exactly. 

Q.  When  you  made  the  original  loan  it  was  at  whit  time  ?  A. 
It  was  in  1903. 

Q.  Now,  where  is  the  stub  of  that  check?  A.  I  don't  know 
anything  about  that. 

Q.  It  is  not  there,  is  it?    A.  No,  sir,  it  is  not. 

Q.  Did  you  have  any  other  bank  account  with  the  Gansevoort 
Bank  other  than  shown  by  this  book?    A.  Not  that  I  know  of. 

Q.  Did  you  draw  a  check  for  that  $66,000?  A.  I  don't  know. 
I  assume  I  did,  because  that  is  there — I  presume  so. 

Q.  Because  the  $51,000  is  there?    A.  Yes,  sir. 

Q.  But  you  did  not  find  any  record  in  your  check  book  relating 
to  it?     A.  No,  sir. 

ME.  HUGHES:     Is  there  any  other  record? 

ME.  VAN  SCHAICK:     I  don't  know,  sir. 

Q.  Now  what  leads  you  to  make  a  statement"  in  regard  to 
the  Gansevoort.  Bank  holding  the  check  is  the  fact  that  on  date 
March  4,  1904,  you  find  a  check  to  the  order  of  the  Gansevoort 
Bank  for  $51,836  ?  A.  No,  they  had  that  check  for  some  time ;  I 
don't  know  when  it  was  dated. 

Q.  There  is  a  stub ?    A.  $66,000  stub? 

Q.  That  is  the  first  stub  of  a  check  given  to  order  ?  A.  Then 
it  may  be  the  first  one  we  gave ;  I  don't  know. 
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Q.  Whether  it  was  the  first  one  or  not  it  was  a  check  given 
to  the  Gansevoort  Bank  to  enable  them  to  hold  that  amount  of 
the  company  in  case  yon  and  ]\[r.  Yan  Schaick  did  not  pay  that 
balance  of  that  loan  ?  A .  That  was  not  the  condition.  The  con- 
dition was  that  we  were  to  leave  that  there  until  we  did  pay  it. 

Q.  And  that  if  they  did  not  leave  it  there  they  could •  A. 

They  could  interpose  that'  check  when  we  attempted  to  draw  the 
company's  funds  out.  In  the  meantime  they  paid  us  three  per 
cent,  interest  on  the  money,  as  much  as  any  other  bank  in  the 
city  would  pay. 

Q.  Bid  they  apply  that  to  the  payment  of  the  loan  ?  A.  They 
did  eventually. 

C  At  what'  time '(  A.  The  date  of  that  check  or  sometime 
after  that. 

C  Yoii  meai.  they  applied  the  check  to  the  payment  of  the 
loan  as  soon  as  they  could?  A.  ISFo,  I  don't  think  so;  it  was 
within  a  short  time  aftei'ward;  it  was  not  a  very  long  time  after 
that  time ;  I  don't  know  just  when. 

Q.  Wasn't  that  check  $51,836,  the  check  paid  to  the  Ganse- 
voort Bank,  the  balance  of  the  loan^?  A.  That  is  what  they  used 
it  for. 

Q.  Used  it  ^immediately  ?  A.  They  may  have  used  it  immedi- 
ately ;  I  don't  know ;  possibly. 

Q.  Xow,  you  say  you  paid  the  money  back  to  the  company? 
A.  Yes. 

Q.  You  and  Mr.  Van  Schaick  ?    A.  Yes. 

Q.  Will  you  show  me  any  entry  please  of  the  receipt  of  the 
moneys  by  the  company  ?  A.  Well,  I  don't  know  that  I  can  by 
these  things. 

Q.  When  did  you  pay  it  back?  A.  My  recollection  is  we  paid 
it  back  on  the  29  th  of  March  of  this  year. 

Q.  1905?    A.  Yes. 

Q.  That  was  under  an  order  of  the  State  Insurance  Depart- 
ment, wasn't — I  am  now  talking  about  the  $51,000?  A.  We 
paid  that  back  immediately. 

Q.  l^ow,  you  are  referring  when  you  say  you  paid  it  back 
immediately  to  the  amount  which  was  paid  out  of  the  company's 
funds  by  this  check  of  $51,836  dated  March  4,  1904,  to  the 
Gansevoort  Bank?    A.  Yes,  sir. 

Q.  And  which  was  used  to  discharge  your  loan  and  Mr.  Van 
Schaick's  ?    A.  Yes,  sir. 
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Q.  Now  where  is  the  entry  of  the  payment  of  that  money 
back  immediately?  A.  Well,  I  cannot  tell  you  the  entrieS;  bnt 
it  was  paid  back  immediately — ^paid  back  into  the  company — ^you 
would  not  find  it  there  at  all. 

Q.  It  was  not  in  the  Gansevoort  Bank  ?  A.  Had  not  anything 
to  do  with  the  Gansevoort  Bank. 

Q.  Mr.  Van  Schaick  suggests  it  was  paid  back  by  the  $50,000 
that  was  voted  ?    A.  That  was  what  we  used  it  for. 

Q.  ifow  did  you  get  the  $50,000  that  was  voted  to  yOu?  A. 
In  no  other  way  than  to  turn  it  over  to  the  company. 

Q.  Did  you  gee  that  money  ?    A.  I  think  we  did. 

Q.  Did  you  give  a  check  for  it  ?    A.  I  think  so. 

Q.  Will  you  show  me  the  stub  of  the  check  drawn  to  the  com- 
pany for  it?  A.  I  cannot  do  it.  My  impression  is — of  course  I 
am  simply  stating  from  memory — my  impression  is  we  got  a 
check,  deposited  it  in  joint  account  and  then  gave  our  check 
against  our  joint  account. 

Q.  You  have  your  bank  book  here  of  the  Life  Association  of 
America?  A.  They  are  all  there;  you  can  look  them  up  as  well  as 
we  can.  I  don't  remember  it.  I  do  not  keep  the  books  any  more 
thafTyou  do,  but  they  are  right  here;  I  brought  them  all  up  here. 

Q.  Can  you  point  out  such  a  check  for  $50,000?  A.  I  don't 
know  whether  I  can  or  not;  I  don't  know  whether  it  is  there. 

Q.  Won't  yoTi  try?  How  many  bank  accounts  were  there  at  that 
time  in  March,  1904?  A.  I  think  we  had  a.t  least  three,  one  with 
the  Gansevoort,  one  in  the  ISTorth  American  Trust  Company  and 
one  in  the  Giiaranty  Trust  Company. 

Q.  Will  you  let  me  have  the  check  books  of  the  account  you 
had  in  March,  1904,  aside  from  the  Gansevoort  Bank?  A.  Mr. 
Van  Schaick  may  be  right  about  that.  He  suggests  that  there  was 
a  credit  made  in  soine  way. 

ME.  VAN  SCHAICK:    Credit' of  $50,000. 

Q.  Exactly.  You  did  not  get  the  money?  A.  If  we  ever 
handled  the  money  it  was  simply  done  by  checks,  that  is  all. 

Q.  We  want  to  get  at  what  was  done,  was  there  a  check  or  not 
for  $50,000  ?  A.  I  don't  know.  I  won't  answer — that  is  I  cannot 
tell  you.    I  will  answer  if  I  can. 

Q.  Mr.  Van  Schaick.  says  there  was  a  check  for  the  difference? 
A.  I  expect  Mr.  Van  Schaick  knows  as  much  about  it  as  I  do. 
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Q.  Then  according  to  Mr.  A^an  Scliaick's  statement  there  wa,i 
a  credit  in  favor  of  you  of  $50,000  against  the  compensation?  A. 
1  have  no  doubt  of  it. 

Q.  Or  for  the  compensation  against  the  amount  to  which  the 
company  was  entitled?    A.  Yes. 

Q.  And  as  the  amount  paid  hy  the  insurance  company  upon  your 
Inaii  was  $51,836  and  the  amount  credited  to  you  was  $50,000 
apparently  it  would  have  been  for  you  a  draw  check  for  the  dif- 
ference of  $1,836  for  the  company?  A.  That  would  be  the  way  it 
would  be  done. 

ii.R.  PIUGHES:  ISTow,  can  you  give  me  the  check? 

Q.  Well,  now,  about  that  time,  that  is  March,  1904,  you  made 
this  loan,  that  is  obtained  this  loan  from  the  Citizens'  Trust  Com- 
])any  of  Paterson?  A.  Well,  was  it  about  that  time?  Some  time 
later. 

Q.  April,  1904?     A.  Yes. 

Q.  Before  we  come  to  that  why  was  it  the  other  men  who  were 
named  in  these  preliminary  resolutions  of  1901  did  not  share  in  th'^ 
compensation?    A.  They  all  resigned  from  the  company. 

Q.  So  that  you  and  Mr.  Van  Schaick  were  the  only  persons  left 
who  were  embraced  in  the  resolution?  A.  Exactly.  They  offered 
to  stay  in  and  buy  the  stock  at  $20  a  share.  We  thought  it  ought 
to  be  sold  at  $30.    We  were  willing  to  buy  it  at  $30. 

Q.  Then  you  resold  the  stock,  didn't  you — you  didn't  hold  it 
yourself?    A.  Some  of  it;  we  have  got  a  great  deal  of  it  yet. 

Q.  You  have  sold  a  great  deal  for  more  than  $30?  A.  Nevei 
sold  less  than  $40  a  share.   . 

Q.  The  transaction  with  the  Citizens'  Trust  Company  in  or 
about  April,  1904,  was  what?  A.  Mr.  Van  Schaick  and  I  bor- 
rowed $10,000  and  put  up  500_  shares  of  stock.  We  made  two  de- 
posits with  the  company  of  the  company's  funds. 

Q.  That  is  the  Citizens'  Trust  Company?  A.  Yes.  We  put 
$10,000  in  the  Savings  Bank  account  and  $5,000  in  their  regular 
current  account,  they  paying  us  3f  per  cent,  on  the  savings  bank 
account. 

Q.  Why  did  you  put  $15,000  up  with  the  Citizens'  Trust  Com- 
pany of  Paterson?  A.  Eor  two  reasons.  One  was  we  wanted 
to  have  a  deposit  in  a  bank  in  Paterson  where  we  did  a  large 
amount  of  business;  the  other  was  we  wanted  to  borrow  $10,000. 

Q.  'That  is  you  and  Mr.  Van  Schaick  wanted  to  borrow  $10,- 
000?    A.  "Yes,  sir,  on  our  stock. 
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Q.  As  I  understand  you,  Mr.  Townsley,  the  Life  Association 
of  America  at  the  time  you  and  Mr.  Van  Schaick  borrowed 
$10,000  from  the  Citizens'  Trust  Company,  drew  two  checks, 
one  for  $10,000  and  one  for  $5,000,  to  the  order  of,  the  Citizens' 
Trust  Company,  which  that  company  was  to  hold?    A.  Yes,  sir. 

Q.  In  addition  to  the  stock  belonging  to  Mr.  Van  Schaick  and 
yourself?  A.  ISTo,  sir;  we  didn't  do  that.  Wa  drew  two  checks 
in  favor  of  the  company.  They  deposited  them  and  gave  as 
a  book.  Then  we  gave  them  one  check  for  $10,000  and  gave 
them  the  savings  bank  book  and  we  made  the  same  agreement 
in  regard  to  that  that  we  made  in  reference  to  the  Gansevoort 
Bank;  the  only  difference  was  the  Citizens'  Trust  Company  rec- 
ognized that  agreement  and  never  used  that  check.  When  they 
v/ere  ordered  by  the  Insurance  Department  of  New  Jersey  to 
call  the  loan  they  notified  us  that  we  would  have  to  pay  the 
loan  and  the  loan  was  called  and  we  paid  it  and  they  handed 
us  back  our  check  and  our  bank  book.  That  is  the  only  differ- 
ence between  the  two.  One  recognized  the  agreement  and  the 
other  did  not. 

Q.  But  the  agreement  was  in  consideration  of  making  a  loan 
to  you  and  Mr.  Van  Schaick,  the  Citizens'  Trust  Company  should 
hold — —    A.  Keep  on  deposit  $15,000. 

Q.  To  hold  a  certain  check  which  the  Life  Association  of 
America  made  to  its  order  for  $10,000  ?    A.  Exactly. 

Q.  And  also  the  savings  bank  book  representing  a  deposit  of 
the  Life  Association  of  America  in  its  savings  bank  deposit  of 
$5,000  ?    A.  'No,  sir,  $10,000.    It  was  the  same  thing. 

Q.  I  thought  it  was  one  of  $10,000  and  one  of  $5,000  ?  A. 
The  $5,000  was  an  open  account;  we  could  draw  on  it  all  we 
wanted  to.     The  $5,000  was  a  current  account. 

Q.  Have  you  a  copy  of  the  letter  of  April  21st,  1904,  to 
Henry  P.  Bell  of  the  Citizens'  Trust  Company  of  Paterson  ?  A. 
ISTo,  I  did  not  know  that  I  had  written  a  letter  to  him. 

Q.  Is  that  a  copy  of  the  letter  written  by  you  to  Mr.  Bell 
in  connection  with  the  loan  (showing  witness  paper)  ?  A.  Yes, 
I  guess  so.  I  did  not  remember  that  I  had  written  the  letter 
in  regard  to  that  and  could  not  find  it. 

ME.  HUGHES:  I  offer  these  two  letters  of  April  21st,  1904, 
addressed   by  H.   P.    Townsley,   President,    to   Henry   F.    Bell 
President  of  the   Citizens'   Trust   Company  of  Paterson,   New 
Jersey. 
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(Papers  marked  in  evidence  Exhibit  Y47  and  748  and  will 
be  found  in  the  book  of  exhibits.) 

Q.  Those  letters  were  written  by  you  as  President  of  the 
Life  Association  of  America?    A.  Yes,  sir. 

Q.  And  in  the  last  letter  the  words  "  in  payment  of  our  loan 
when  called"  referred  to  the  loan  made  to  yourself  and  Mr. 
Van  Schaick?     A.  Yes,  sir. 

Q.  Now,  were  those  loans  paid?     A.  Yes,  sir. 
Q.  Was  that  last  check  used  by  the  Citizens'  Trust  Company 
drawn  by  the  Society?    A.  No. 

Q.  Now,  I  call  your  attention  to  the  entry  of  a  check  under 
date  of  March  4th,  1904,  on  the  stub  of  your  check  book  with 
the  Gansevoort  Bank,  Exhibit  744  for  identification  to  the  order 
of  H.  P.  Townsley  for  $14,000?  What  was  that  for?  A.  [ 
don't  remember. 

Q.  What  consideration  was  there  for  the  receipts  of  those 
moneys?  A.  Evidently  the  company  owed  me  the  money  or  they 
would  not  have  drawn  the  check  for  it. 

Q.  How  could  they  owe  it  to  you  ?    A.  I  do  not  know. 
Q.  Have  you  any  idea  of  the  transaction?     A.  It  might  have 
been  some  transaction  whereby  it  was  necessary  to  draw  the  check 
in  that  way. 

Q.  That  was  March,  1904?    A.  Yes,  sir. 

Q.  Plave  you  no  recollection  of  any  transaction  which  entitled 
them  to  draw  that  check?  A.  I  do  not  remember.  It  was  evi- 
dently an  exchange  of  checks  in  some  way,  I  think.    ' 

Q.  And  why  do  you  say  that,  what  evidence  is  there  of  that? 
A.  The  company  never  paid  me  $14,000  at  any  one  time. 

Q.  Then  evidently  you  remember  enough  about  it  to  know  that 
you  did  not  get  the  money  on  that  check?  A.  It  might  have  gone 
through  my  account  in  some  way. 

Q.  Where  is  the  check  which  was  given  in  exchange?  A.  I  do 
]i0t  know,  sir. 

Q.  Do  you  know  anything  about  it  ?  A.  I  know  pretty  well 
there  has  been  no  money  taken  out  of  the  Life  Association  by  me 
or  by  anyone  else  that  has  not  been  properly  accounted  for. 

Q.  That  is  a  general  statement.  Can  you  tell  me  now  what 
that  is  for,  specifically?  A.  I  cannot  without  going  through  —  I 
would  have  to  talk  to  the  treasurer. 

Q.  Here  is  a  check  dated  March  31st,  1904,  to  the  order  of 
Townsley  &  Van  Schaick,  on  the  stub  of  the  company's  check 
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book  with  the  Gansevoort  Bank,  $9,560.40.  A.  $14,000  and 
$9,000  would  be  $23,000— just  give  me  a  piece  of  pencil  and 
paper.  I  think  I  know.  Well,  I  will  tell  you.  That  conies  so 
close  to  it  that  I  suppose  I  can  account  for  it.  We  deposited  here 
to  the  credit  of  the  life  Association  $25,000.  There  it  is  (indi- 
cating). That  meant  a  deposit  there  by  Townsley  &  Van 
Schaick 

Q.  That  is  a  check.  A.  I  beg  your  pardon.  That  is  a  check. 
T  will  tell  you,,  we  made  a  second  loan  with  the  Gansevoort  Bank 
of  $25,000  which  I  told  you  about  a  few  minutes  ago. 

Q.  Yes.  A.  And  that  $25,000  was  undoubtedly  given  to  the  ac- 
count of  the  Association  in  the  Gansevoort  Bank,  and  then  these 
checks  were  drawn  to  us  as  compensation  for  it. 

Q.  As  compensation  ?  A.  It  was  • —  you  will  see  that  they  to- 
gether make  about  $25,000.  And  we  made  the  loan  with  the 
(iansevoort  Bank  undoubtedly,  as  I  remember  it  —  I  am  not  stat- 
ing accurately,  but  undoubtedly  we  made  that  loan  with  the 
Gansevoort  Bank.  You  take  the  $14,000  and  you  take  the  $9,llY 
and  you  take  the  $1,836,  the  difference  between  that  and  the  $50,- 
000  check,  and  it  gives  you  $25,000. 

Q.  Well,  but  the  $1,836  is  what  you  should  have  paid  the  lii'e 
Association,  and  not  what  they  should  have  paid  you.  A.  It  is 
undoubtedly  in  that  account  right  there. 

Q.  Then  the  point  you  make  is A.  The  point  I  make  is 

ihat  that  is  the  best  way  I  can  account  for  it  just  now.    It  may 
not  be  correct. 

Q.  I  want  to  work  it  out  so  there  will  be  no  mistake  about  it. 
The  Gansevoort  Bank,  I  understand,  made  a,  loan,  of  $25,000? 
A.    Yes,  sir. 

Q.  And  that  the  Life  Association  of  America  got  credit  in  this 
account  for  the  proceeds  of  the  loan  ?    A.  Exactly. 

Q.  Then  the  Life  Association  of  America  gave  you  and  Mr. 
Van  Schaick  in  these  checks  the  amount  of  that  $25,000  less  the 
$1,836  which  you  owed  them  on  the  amount  of  the  previous  loan? 
A.  That  is  undoubtedly  true. 

Q.  With  the  Gansevoort  Bank?    A.  That  is  undoubtedly  true.- 

Q.  What  was  the  security  of  this  loan  of  $25,000  by  the  Ganse- 
voort Bank?    A.  That  was  the  stock  of  the  company. 

Q.  And  did  you  place  a  check  with  the  Gansevoort  Bank  of 
$25,000?     A.  I  do  not  think  so. 

Q.  When  that  loan  was  paid,  who  paid  it?  A,  Mr.  Van 
Schaick  and  H.  P.  Townsley. 
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Q.  Individually?     A.  Yes,  sir. 

Q.  Did  the  Life  Association  of  America  pay  any  of  it?  A. 
No,  sir. 

Q.  Why  should  it  have  gone  through  the  Life  Association? 
A.  Why,  we  evidently  ov?ed  the  money  to  the  Life  Association 
and  put  that  in  when  we  borrowed  that  money, 

Q.  The  Life  Association  gave  the  money  to  you?  A.  But  I 
do  not  know  why  I  should  have  done  it. 

Q.  W^hy  should  the  Life  Association  in  other  words  have  re- 
ceived $25,000  from  the  Gansevoort  Bank  and  then  paid  over 
tliis  amount  to  you  and  Mr.  Van  Schaick  ?     A.  I  do  not  know. 

Q.  Why  should  you  not  have  arranged  your  matters  with  the 
Gansevoort  Bank?  You  do  not  know  how  it  was  done?  A.  I 
don't  know.  It  was  done  all  right,  but  I  don't  know  how  it  was 
done.  All  of  that  account  has  been  gone  through  with  by  the  In- 
surance Department  thoroughly,  and  they  checked  those  accounts 
all  up  and  found  them  correct. 

Q.  Taking  this  Gansevoort  Bank  account,  I  find  under  date 
of  September  20th,  1903,  a  cheek  to  W..  H.  Wiemer  for  a  loan 
on  collateral  $20,000.  Who  was  W.  H.  Wiemer?  A.  W.  H. 
Wiemer  was  a  wholesale  boot  and  shoe  man  in  Philadelphia. 

Q.  Is  he  connected  with  the  Life  Association  of  America?  A. 
He  is  a  director.  , 

Q.  In  any  other  way  ?     A.   That  is  all. 

Q.  What  was  the  collateral  for  that  loan?  A.  Bank  stock 
and  bonds.  You  will  see  it  in  the  Insurance  Department  report 
you  have  before  you.  I  may  as  A^-ell  state  here  that  the  loan  has 
been  paid  off.  It  was  paid  off  because  we  would  not  reduce  the 
interest  below  five  per  cent.,  and  he  wanted  it  at  4. 

Q.  Is  he  your  father-in-law  ?     A.  ISTo,  sir. 

Q.  Is  he  related  to  you  in  any  way  ?  A.  Indirectly ;  his  wife 
is  a  cousin  of  mine,  that  is  all. 

Q.  ISTow,  it  has  been  stated  that  the  fifty  thousand  dollars 
which  you  received  as  compensation  has  been  returned  to  the  com- 
jany ?     A.  Yes,  sir. 

Q.  That  was  pursuant  to  a  report  of  the  Insurance  Depart- 
ment this  year?  A.  That  was  pursuant  to  the  request  of  the 
Insurance  Department,  yes,  sir. 

Q.  Made  at  what  time?  Made  about  the  first  of  the  year, 
along  between  January  and  March. 

Q.   In  what  form  was  that  return?     A.  Cash. 
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Q.  Or  check,  or  which  ?  A.  I  think  it  was  by  check,  check  in 
our  account. 

Q.  Where  was  it  deposited  ?  A.  It  was  deposited  in  the  Guar- 
anty Trust  Company,  March  29th,  190'5. 

Q.  I  am  shown  an  entry  of  a  deposit  March  29th;  1905,  of 
$50,122.57.  Your  names  are  not  mentioned  nor  is  the  character 
of  the  deposit  stated,  but  is  the  $50,000  a  part  of  that?  A.  I 
think  it  is.     Is  it  on  the  29th  ? 

Q.  March  29th,  1905  ?  A.  Yes,  sir ;  the  fifty  thousand  dollars 
is  a  part  of  that  deposit. 

Q.  Who  is  Wilson  B.  Brice  ?     A.  He  is  a  lawyer. 

Q.  Is  he  connected  with  your  company  ?     A.  Yes,  sir. 

Q.  In  what  way  ?     A.  He  is  a  director  and  assistant  counsel. 

Q.  Is  he  under  salary  from  your  company?  A.  A  small 
salary. 

Q.  Did  you  on  August  28th,  1903,  make  a  loan  to  him  of  ten 
thousand  dollars  ?     A.  Yes. 

Q.  What  was  the  security  ?  A.  The  security  is  —  well,  that 
security  that  is  here  has  been  taken  up,  and  that  loan  is  paid  off. 

Q.  Paid  off  last  December?     A.  Yes,  sir. 

Q.  This  was  made  about  the  time  your  stock  company  was 
organized?    A.  Yes,  sir;  just  before,  I  think. 

Q.  And  the  security  was  one  hundred  shares  of  M'^heel  Within 
Wheel  Company,  45  shares  of  patent  Title  Guaranty  Company 
and  250  shares  of  the  New  York  Sanitary  Street  Kef  use  Re- 
ceptacle Company?  A.  Since  that  loan  has  been  paid  off  and 
those  securities  taken  up  what  is  your  object  of  reading  that,  for 
the  benefit  of  the  press? 

Q.  My  object  is  to  show  you  made  a  loan  on  worthless  col- 
lateral.   A.  Was  it  worthless,  if  it  is  paid  off? 

Q.  I  do  not  think  the  collateral  has  improved.  A.  I  think  the 
loan  has  improved. 

Q.  I  do  not  care  for  any  disciission  with  you,  Mr.  Townsley. 
We  propose  to  find  out  wliat  your  transactions  have  been.  A. 
Yes,  sir. 

Q.  Did  you  have  any  quotations  on  this  collateral  at  the  time 
vou  made  this  loan?     A.  T  was  assured  that  it  was  good  security. 

Q.  Who  assured  you?    A.  Mr.  Van  Schaick. 

Q.   Any  other  information?    A.  ITo. 

Q.  Is  Mr.  Brice  in  Mr.  Van  Schaick's  office?    A.  Yes,  sir. 

Q.  You  made  a  loan  in  December,  1903,  to  Mr.  C.  A.  Allen 
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on  100  stares  of  the  Gold  Oar  Heating  and  Lighting  Company? 
A.  Yes,  sir. 

Q.  What  was  that?  A.  That  was  100  shares  of  the  Gold  Oar 
Heating  and  Lighting  Company. 

Q.  What  was  it  worth?    A.  $30,000. 

Q.  You  made  a  loan  on  December  21st,  1903,  to  Henry  P. 
Townsley,  secured  by  a  mortgage  on  property  in  Sedalia,  Mis- 
souri?   A.  Yes,  sir. 

Q.  You  were  the  Henry  P.  Townsley?    A.  Yes,  sir. 

Q.  What  was  the  value  of  the  property?  A.  The  loan  was 
for  $2,000,  was  it  not? 

Q.  Yes.  A.  $3,000  I  sold  it  for,  and  those  are  the  notes;  one 
has  been  paid,  and  the  other  comes  due  in  January. 

Q.  On  December  21st,  1903,  there  is  a  loan  to  Henry  P.  Towns- 
ley  of  $2,500  on  100  shares  Toledo,  St.  Louis  and  Western;  what 
is  the  value  of  that?    A.  That  is  worth  59  to-day. 

Q.  What  was  the  value  at  that  time?  A.  Well,  I  should  say  it 
was  worth  $4,000. 

Q.  Who  is  William  A.  Cable?  A.  He  is  an  arphitect  in  N'ew 
York. 

Q.  On  October  8th,  1904,  there  was  a  loan  to  Henry  P.  Towns- 
ley  of  $5,000  on  300  shares  of  Toledo,  St.  Louis  and  Western.  Is 
that  the  same  loan?     A.  The  same  loan. 

Q.  With  an  increase  in  collateral  and  amount?  A.  With  an 
increase  in  collateral  and  amount. 

Q.  Is  that  a  statement  of  all  the  loans  that  have  been  made  by 
your  company  since  its  organization  with  the  exception  of  those 
now  in  force?  A.  Yes,  sir.  That  is  my  recollection  of  it.  That 
was  gotten  from  the  books. 

MR  HUGHES:    I  offer  it  in  eiddenee. 

(Paper  marked  Exhibit  Y49.) 

Q.  This  is  a  statement  of  the  collateral  loans  now  in  force  of 
your  company?  (Handing  paper.)  A.  Yes,  sir.  There  is  one 
there  that  has  been  paid  off  since  that  was  made  out. 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  750.) 

Q.  Was  Mr.  Allen  a  Director  of  the  company,  whose  name  is 
mentioned  in  this  first  sheet.  Exhibit  749  ?  A.  He  was  at  that 
time. 
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Q.  Is  Sidney  H.  Salomon  connected  with  your  company?  A. 
No,  sir. 

Q.  Is  George  0.  Capron  connected  with  your  company  ?  A.  He 
is  an  agent. 

Q.  What  is  the  American  Collectors'  Company?  A.  Why, 
that  is  a  company  which  collects  coins  or  stamps  or  something 
of  that  kind.  Those  are  a  sort  of  mortgage  bond  on  the  com- 
pany. 

Q.  Are  there  any  quotations  for  them?  A.  ifTone  at  all,  but 
they  are  perfectly  good.  And  that  credit  is  one  of  the  bonds  which 
matured    and   was   paid. 

Q.  $100  ?   A.  Yes. 

Q.  Is  this  a  list  of  your  mortgage  loans  made  by  your  com- 
pany?  A.  Yes,  sir. 

ME.  HUGHES :    I  offer  that  in  evidence. 
(Paper  marked  Exhibit  751.) 

Q.  Who  of  these  parties  are  connected  with  the  Life  Associa- 
tion of  America  in  any  way  ?  A.  John  Vincent  is  Treasurer.  Wil- 
son B.  Brice  is  connected  with  it  in  Mr.  Van  Schaick's  office. 
That  is  all. 

Q.  Is  Henry  Van  Schaick  related  to  Mr.  Van  Schaick?  A. 
Eather. 

Q.  Is  James  Glass  in  any  way  connected  with  the  company? 
A.  ISTo,  sir. 

Q.  Is  this  a  statement  of  the  securities  held  by  the  Life  Asso- 
ciation  of  America,  on  December  7th,  1905  ?  A.  We  furnished 
you  this;  yes,  sir. 

ME.  HUGHES :   I  offer  that  in  evidence. 
(Paper  marked  Exhibit  ISTo.  752.) 

Q.  Were  you,  or  was  any  officer  of  your  company,  so  far  as  you 
know,  interested  in  any  of  the  purchases  and  sales  ?  A.  I  know 
that  none  were. 

Q.  Or  any  of  the  mortgage  transactions,  or  loans  that  have 
been  mentioned  other  than  as  they  appear  to  have  been  made  bv 
the  company?     A.  No. 
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Q.  Have  you  been  a  member  in  any  syndicate  participation? 
A.  No,  sir. 

Q.  Or  bas  any  officer  of  tbe  company?    A.  No. 

Q.  Have  you  made  any  political  contributions?    A.  No. 

Q.  For  any  campaigns,  eitber  National,  local  or  State  cam- 
paigns?  A.  No. 

Q.  (Handing  paper. )  Is  tbis  a  statement  of  casb  balances  from 
August  7,  1903,  to  date?    A.  Yes,  sir. 

ME.  HUGHES :    I  offer  tbat  in  evidence. 

(Paper  marked  Exbibit  753.) 

Q.  You  bave  been  asked  to  furnisb  a  statement  in  reply  to  cer- 
tain questions  addressed  you  by  the  committee.  (Handing 
paper. )  Is  tbis  your  answer  and  are  tbe  facts  stated  in  it  true  ? 
A.  Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exbibit  754.) 

]\[r.  Hughes  then  read  Exhibit  No.  754. 

Q.  Tbe  Blue  Book  contains  a  statement  that  tbe  expenses  for 
1904  were  $190,000.  Does  tbat  include  the  fifty  thousand  dollars 
which  had  been  paid  to  Mr.  Van  Schaick  and  yourself?  A. 
Yes,  sir. 

Q.  And  that  has  been  omitted  from  tbe  statement  of  expenses 
herein,  leaving  tbe  amount  one  hundred  and  forty  thousand  dol- 
Jars  ?    A.  Yes. 

Q.  Is  this  a  spemimen  of  agent's  contract  to  which  you  referred 
in  your  letter  ?    A.  Yes,  sir. 

ME.  HUGHES :    I  will  have  tbat  marked  for  identification. 

(Paper  marked  Exhibit  No.  755  for  identification.) 

ME.  HUGHES :  I  will  read  upon  the  record  so  much  as  states 
the  compensation. 

7.  Commissions  to  be  allowed  to  said  party  of  tbe  second  part 
under  this  contract  shall  be  as  follows: 

On  the  casb  of  ordinary  premiums  on  deferred  dividend  policies 
issued  for  whole  life  or  endowment  assurance  plan  — 
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With  a  dividend  period  of  twenty  years,  with  not  less  than 
twenty  anual  premiums,  50  per  cent,  for  the  first  year  of  assur- 
ance, inclusive. 

With  dividend  period  of  twenty  years:  Ordinary  life,  50  per 
cent,  first  year,  5  per  cent,  second  to  tenth  year. 

Life,  fifteen  payments,  45  per  cent,  first  year,  5  per  cent,  second 
to  tenth  year. 

Fifteen  year  endowment,  40  per  cent,  the  first  year,  5  per  cent, 
second  td  tenth  year. 

With  dividend  period  of  ten  years  ordinary  life,  45  per  cent, 
the  first  year,  5  per  cent  second  to  tenth  year. 

Life,  ten  payments,  40  per  cent,  first  year,  5  per  cent,  second 
to  tenth  year. 

Ten  year  endwoment,  35  per  cent,  first  year,  5  per  cent,  second 
to  tenth  year. 

Non-deferred  dividend. 

If  with  continued  premiums  to  death  or  not  le.??  than  twenty 
annual  payments,  50  per  cent,  first  year,  5  per  cent,  second  to  tenth 
year. 

If  paid  up  by  fifteen  annual  payments,  45  per  cent,  first  year, 
5  per  cent,  second  to  tenth  year. 

If  paid  up  by  ten  annual  payments,  40  per  cent,  first,  5  per  cent, 
second  to  tenth  year. 

Single  premium  payments,  5  per  cent,  first  year. 

Extra  premiums  2  1-2  per  cent,  first  year  and  2  1-2  per  cent, 
second  to  tenth  year. 

Special  rates  to  be  made  for  new  form  of  policies. 

Q.  Is  this  your  signature,  and  do  you  send  out  this  circular? 
(Handing  paper.)  A.  That  is  the  secretary's  signature.  I  pre- 
sume he  sent  that  out. 

Q.  C.  B.  Townsley?     A.  Yes,  sir. 

Q.  Is  he  a  relative  of  yours?    A.  Yes,  sir,  a  son. 
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Q.  And  these  circulars  have  been  quite  freely  distributed,  have 
they  not  ?    A.  Yes,  sir. 

Q.  To  whom,  are  they  sent?  A.  liCt  me  look  at  them  and 
maybe  I  can  tell  you. 

Q.  I  mean  to  what  class  of  persons?  A.  I  guess  they  are  sent 
to  agents  of  life  insurance  companies. 

Q.  Of  other  companies?     A.  Yes. 

Q.  That  is  the  same  thing  without  the  name? 

(Handing  paper.) 

ME.  HUGHES:  I  will  offer  this  in  evidence. 

(Paper  marked  Exhibit  756.) 

Mr.  Hughes  then  read  Exhibit  Wo.  756. 

Q.  Is  this  the  card  which  you  sent  out?  (Handing  paper.) 
A.  That  is  the  card  which  he  sende  out. 

Q.  Well,  it  is  officially  authorized  by  the  company?  A.  Yes, 
sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  757. 

Mr.  Hughes  read  Exhibit  ITo.  757. 

Q.  How  many  agents  have  you  to  whom  you  are  paying  90 
per  cent,  commissions?  A.  We  do  not  pay  any  agent  90  per 
cent,  commission.  It  may  amount  to  that  the  way  we  figure 
that,  but  we  do  not  pay  it  in  commission.  We  pay  a  commission 
of  50  per  cent,  and  make  allowances  for  certain  purposes. 

Q.  What  are  they?  A.  That  is  to  say,  we  make  allowances 
for  renewals  and  they  may  amount  in  a  brokerage  contract  to 
90  per  cent. 

Q.  Will  you  explain  how  you  figure  out  the  compensation  yon 
will  give  in  this  circular,  90  per  cent?  A.  That  would  call  for 
fifty  per  cent,  and  forty  per  cent,  against  renewals,  which  would 
jiractically  eat  vip  the  renewals,  and  make  a  brokerage  contract. 

Q.  Y9U  mean  advanced  against  renewals  which  would  not 
othirwise  have  to  bs  repaid?    A.  Yes,  that  is  right. 

Q.  In  other  words,  it  practically  amounts  to  giving  a  man  who 
will  liring  you  in  an  application  for  insurance  who  takes  a  policy 
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90  per  cent,  of  the  first  premium?  A.  That  is  what  it  amoinits 
to,  yes,  sir. 

Q.  You  commute  the  renewal  commissions?  A.  That  is  it 
cxiietly. 

Q.  Frequently,  don't  you?     A.  Yes,  sir. 

Q.  On  how  much  of  your  business  are  you  paying  90  per  cent, 
of  the  first  premium  in  this  manner?  A.  I  suppose  we  have 
ihrae  or  four  brokers  who  bring  us  in  business  in  this  way. 
l\Iost  of  our  agents  work  for  renewals  and  do  not  care  for  these 
advances. 

Q.  You  are  sending  these  out  broadcast  are  you  not?  A. 
Simply  to  catch  brokerage  business. 

Q.  Well,  you  do  catch  it  ?    A.  A  little,  yes. 

Q.  How  can  you  afford  to  pay  90  per  cent,  of  the  first  pre- 
mimn  to  get  the  business?  A.  "Well,  that  is  the  simplest  proposi- 
tion in  the  world.  Our  policy  is  written  for  one  year  on  a  pre- 
liminary term  and  starts  as  a  life  policy  on  the  second  year, 
therefore  all  of  the  premium  over  and  above  the  mortality  charge 
or  the  cost  of  mortality  is  their  loading  for  expenses,  and  you  will 
see  that  that  provides  for  90  per  cent,  on  twenty  payment  life,  and 
twenty  year  endo'wment. 

Q.  You  do  not  give  that  on  other  policies?  A.  ISTo,  sir,"  on 
other  policies  we  do  not  pay  so  much  because  the  charge  for  death 
loss  is  the  same  in  either  case. 

Q.  What  do  you  pay  on  ordinary  life?     A.  85  per  cent. 

Q.  Eighty-five  per  cent?    A.  We  work  it  up  to  85,  yes,  sir. 

Q.  How  much  of  that  is  a  first  year's  commission,  in  other 
words,  how  much  do  you  compute  the  85  per  cent?  A.  On  the 
basis  of  50  per  cent,  and  35  per  cent. 

Q.  Thirty-five  per  cent,  being  a  commutation  of  the  renewals? 
A.  Yes,  sir. 

Q.  Is  this  your  rate  book?    (Handing  booik.)    A.  Yes,  sir, 

MR.  HUGHES:     I  will  have  it  marked  for  identification. 

(Book  marked  Exhibit  758  for  identification.) 

THE  CHAIEMAN:  The  Committee  will  now  adjourn  until 
to-morrow  morning  at  10.30  o'clock  sharp. 


COUNCIL  CHAMBER. 
City  Hall,  New  Yoek  City. 

December  19th,  1005. 

The  Committee  met  pursuant  to  adjourument,  Senator  Arm- 
strong in  the  chair. 

HENEY  P.  TOWNSLEY,  resumed. 

JBY  ME.  HUGHES: 

Q.  What  amount  of  money  did  the  Life  Association  of  Amer- 
ica have  in  its  treasury  when  it  started  in  business  as  a  stock  cor- 
poration?     A.  About  $268,000. 

Q.  Had  that  amount  been  obtained  from  the  sale  of  its  stock? 
A.  Yes,  sir. 

Q.  Did  it  take  over  any  surplus  from  the  Life  Association  of 
America,  the  astessment  corporation?     A.  Yes,  sir. 

Q.  How  much^    A.  About  $85,000. 

Q.  In  addition  to  the  $268,000?    A.  Yes,  sir. 

Q.  I  see  that  at  the  end  of  1903,  according  to  the  Blue  BooS, 
you  apparently  had  a  surplus  of  $300,000.  What  had  become  of 
the  difference  between  the  total  of  $85,000  and  the  $268,000?  A. 
Why,  the  reserve. 

Q.   Went  into  the  reserve?     A.  Yes. 

Q.  How  were  the  policies  of  your  company,  the  assessment 
policies,  valued  at  the  time  you  became  a  stock  corporation,  that 
is,  December  31st,  1903  ?     A.  As  term  policies. 

Q.  Eor  one  year?    A.  Yes,  sir. 

Q.  On  what  basis  had  that  insurance  been  written  with  re- 
gard to  the  amount  of  premiums?  A.  Had  been  written  as  as- 
sessment insurance  with  an  assessment  clause  providing  for  in- 
surance year  by  year. 

Q.  That  was  necessary  under  the  law  governing  your  organ- 
ization?   A.  Yes,  sir. 

Q.  But  you  fixed  the  premiums  at  rates  which  you  intended  to 
maintain  level,  did  you  not?    A.  Not  necessarily. 

4076 


40Y6  Legislative  Insurance  Investigation. 

Q.  Did  you,  as  a  matter  of  fact?  A.  Well  some  of  those  ratea 
will  be  maintained  level,  yes  sir. 

Q.  In  other  words,  you  fixed  the  rates  at  the  same  amount 
at  which  you  subsequently  issued  policies  after  you  became  a 
stock  corporation?    A.  No,  sir. 

Q.  You  did  not?    A.  No,  sir. 

Q.  What  was  the  difference  between  the  rates  on  life  policies  ? 
A.  Well,  one  was  simply  a  rate  which  we  made  which  was  suffi- 
cient to  carry  the  policies  for  a  considerable  number  of  years  as 
term  insurance,  and  the  other  was  the  regular  premium  rate  — 
the  tables  were  made  by  Mr.  Standen,  our  actuary. 

Q.  What  was  the  difference  in  dollars  and  cents  between  pre- 
miums per  thousand  say,  at  age  twenty-five,  on  life  policy  issued 
before  and  after  incorporation  as  a  stock  company?  A.  In  some 
issues  the  difference  was  not  very  great.  When  we  first  started 
the  company  the  rates  were  quite  low,  and  we  advanced  those 
rates  from  time  to  time  in  anticipation  of  organizing  a  stock 
company,  and  by  the  time  we  got  to  the  organization  of  the  co  ii- 
pany  the  rates  w^ere  about  the  same. 

Q.  I  see.  That  was  the  information  I  had  received.  Now, 
when  you  turned  over  that  business  to  the  stock  company,  how- 
was  it  done?  A.  It  was  done  under  a  contract  between  the  two 
corporations  providing  that  that  should  be  renewable  term  in- 
surance. 

Q.  You  assumed  the  risk?    A.  Yes,  sir. 

Q.  Without  writing  any  new  policy  for  the  insured  ?  A.  That 
is  it  exactly. 

Q.  Now,  when  you  came  to  the  end  of  your  first  calendar  year 
as  a  stock  corporation  the  reserves  were  not  calculated  as  they 
would  have  been  if  that  insurance  had  been  originally  written  by 
you  as  a  stock  corporation  ?  A.  That  particular  insurance ;  but 
we  wrote  some  insurance  that  was  written 

Q.  Certainly,  between  that  time  of  your  incorporation  as  a 
stock  company  in  August  and  the  end  of  the  year?    A.  Yes. 

Q.  How  much  did  you  calculate  you  saved  on  that  reserve  at 
the  end  of  the  year  1903  by  beginning  as  an  assessment  corpora- 
tion ?   A.  I  don't  know. 

Q.  Forty  or  fifty  thousand  dollars  would  you  say  ?  A.  I  would 
say  so.  Mr.  Standen  figured  those  reserves  for  us.  I  don't  know 
about  it. 

Q.  The  point  I  desire  to  make  clear  is  the  advantage  which 
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■under  the  laws  of  the  State  a  company  has  starting  as  an  assess- 
ment company  and  getting  its  rates  up  to  about  the  rates  you  can 
maintain  as  a  stock  company  on  a  level  premium  basis  and  then 
reorganizing  as  a  stock  company,  with  reference  to  the  insurance 
outstanding  at  the  time  of  such  reorganization.  There  is  an  ad- 
vantage is  there  not  ?    A.  In  the  valuation,  yes,  sir. 

Q.  And  that  advantage  in  the  case  of  your  company  was  you 
would  clear  about  forty  thousand  dollars  or  fifty  thousand  dol- 
lars at  the  end  of  the  first  year  ?  A.  I  would  rather  not  guess  at 
that  because  Mr.  Standen  made  those  figures. 

Q.  At  the  end  of  the  second  year  1904,  those  old  assessment 
policies  which  existed  prior  to  your  reorganization  as  a  stock  com- 
pany were  valued  in  the  same  way  ?   A.  Same  way. 

Q.  In  reference  to  their  original  status?    A.  Yes,  sir. 

Q.  So  at  the  end  of  1903  $76,818  of  your  available  funds  con- 
stituted your  reserve,  and  the  difference  $300,917  your  surplus  ? 
A.  Yes,  sir. 

Q.  What  occasioned  the  diminution  of  your  surplus  to 
$271,423,  according  to  the  Blue  Book  at  the  end  of  1904?  A. 
Well,  I  guess  that  fifty  thousand  dollars  transaction. 

Q.  Which  is  included  as  the  Blue  Book  gives  it  in  the  expense? 
of  that  year  ?   A.  Yes,  sir. 

Q.  I  asked  you  for  the  check  which  showed  the  repayment  of 
th?.  fifty  thousand  dollars  by  yourself  and  Mr.  Van  Schaick:  Is 
this  the  check  (showing  witness  check)  ?  .A.  Yes,  sir,  that  is  right. 

ME.  HUGHES :    I  offer  it  in  evidence. 

Check  marked  Exhibit  No.  759  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  And  was  that  deposited  to  the  credit  of  the  company?  A. 
Yes,  sir. 

Q.  With  the  Guaranty  Trust  Company  ?   A.  Yes,  sir. 

Q.  That  is  included  in  the  deposit  you  showed  yesterday  in 
the  bank  book?    A.  Yes,  sir. 

Q.  Now  you  were  speaking  yesterday  of  the  expenses  of  your 
company.  Have  you  a  salary  list  here  ?  A.  I  had  a  salary  list 
made  out  for  you  and  I  had  it  in  my  pocket,  in  my  papers 

Q.  You  can  state  the  facts.    A.  I  can  state  it. 
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Q.  What  are  the  salaries?  A-  Salaries  at  present,  or  all  the 
time. 

Q.  Well,  it  is  only  a  couple  of  years.  Give  the  whole  amounts 
that  have  been  paid.  A.  At  first  the  salary  of  the  president  was 
$10,000  up  to  May  1st;  since  May  1st  last  it  is  $12,000  per  year. 
The  treasurer  was  $2,500  up  to  that  date ;  since  which  time  it  has 
been  $3,000.  The  medical  director  was  $2,500,  since  which  time 
it  has  been  $3,000.  The  general  counsel  was  $5,000,  since  which 
time  it  has  been  $6,000. 

Q.  AVho  is  the  president?    A.  Myself. 

Q.  You  have  been  president  continuously?    A.  Yes,  sir. 

Q.  Have  you  a  vice-president?  A.  ISTominally,  yes,  sir — John 
W.  Vincent. 

Q.  Does  he  receive  a  salary?    A.  No,  sir. 

Q.  Is  he  also  treasurer?    A.  Yes,  sir. 

Q.  Who  is  secretary?    A.  C.  W.  Townsley,  my  son. 

Q.  He  is  your  son?    A.  Yes,  sir. 

Q.  Does  he  receive  a  salary?    A.  No,  sir. 

Q.  What  compensation  does  he  get?    A.  He  gets  commissions. 

Q.  What  commissions  does  he  get?  A.  He  gets  the  usual  com- 
missions paid  to  any  other  agent. 

Q.  What  are  they  as  matter  of  fact  in  his  case?  A.  He  gets 
50  per  cent,  and  advances  against  his  renewals. 

Q.  Amounting  to  what  sum  or  percentage?  A.  Well,  the  past 
year — I  had  that  statement  made  up  for  you — this  past  year  his 
total  commission  on  his  business  amounted  to  $4,400,  out  of  which 
he  pays  his  agents. 

Q.  Is  he  virtually  the  general  agent  of  the  company?  A.  He  is 
virtually  that;  we  have  a  number  of  them;  he  is  one  of  them. 

Q.  What  business  is  within  his  charge  gs  secretary?  A.  Anv 
business  that  he  secures. 

Q.  What  territory  has  he?  A.  He  is  in  open  territory — the 
metropolitan  district  of  New  York,  which  is  open  to  any  general 
agent  whom  we  appoint. 

Q.  Does  he  get  any  business  outside  of  the  — ■ —  ?  A.  Metro- 
politan district? 

Q.  Yes.     A.  No,  sir. 

Q.  Are  advertisements  turned  over  to  him?  A.  Yes,  sir;  some 
of  thein. 

Q.  'J'hat  is  from  people  who  answer — from  people  who  reside 
in  the  metropolitan  district?    A.  In  the  City  of  New  York,  somo 
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are  turned  over  to  liim  and  some  are  turned  over  to  other  agents. 

Q.  Does  lie  receive  any  commission  or  compensation  on  business 
outside  of  the  territory  of  the  metropolitan  district?     A.  No.  sir. 

Q.  Is  there  any  other  geiieral  agent  in  the  metropolitan  dis- 
trict?   A.  Three  or  four. 

Q.  Who  is  the  medical  director?  A.  Dr.  George  D.  Van 
Schaick. 

Q.  Ls  he  a  relative  of  your  coimsel?    A.  Brother. 

Q.  Does  your  general  counsel  have  a  regular  salary  or  retainer? 
A.  Has  a  regular  salary. 

Q.  And  what  is  the  amount  of  that?    A.  $6,000  a  year. 

Q.  What  was  the  total  amount  of  salaries  paid  last  year  by  your 
(•ompauy  to  officers,  including  the  medical  director,  secretary  and 
the  coimsel?  A.  I  would  have  to  look  at  the  books  to  tell  you. 
You  have  a  statement  there  of  it.  That  gives  it  to  you;  that  is 
correct. 

Q.  I  guess  that  according  to  your  report  of  December  31,  1904, 
your  first  year's  premixims,  without  deduction  for  commissions, 
amounted  in  1904  to  $71,419.  You  report  in  your  disbursements 
as  commissions  and  bonuses  to  agents,  less  commissions  on  rein- 
surance first  year's  premiums  $36,104.56.  Would  the  inference  be 
correct  that  the  aA^erage  payment  that  year  was  50  per  cent,  on  the 
first  year's  premium?  A.  That  would  be  what  we  put  into  the; 
commission  account. 

Q.  Where  do  you  carry  other  expenses — in  that  account?  A. 
In  advance  and  expense  allowances. 

Q.  Where  do  your  expense  allowances  figure  in  your  reports 
A.  Salaries  and  allowances  for  agents,  including  managers,  agents 
and  clerks,  $9,731. 

Q.  Have  you  prepared  a  ^ain  and  loss  exhibit  for  last  year  ?  A. 
T  did;  yes,  sir. 

Q.  Have  you  it  here?  A.  l^o,  I  scut  it  to  you.  I  had  a  copy 
of  it. 

Q.  You  wrote  us  a  letter  a  little  while  ago  that  you  had  it  in 
course  of  preparation.  I  do  not  recall  we  had  received  it.  A. 
That  was  the  whole  of  it  just  as  I  gave  it  to  you  in  that  letter. 

Q.  You  refer  to  the  letter  that  I  read  in  evidence  yesterday? 
A.  Yes,  sir. 

Q.  Did  you  make  last  year,  or  rather  did  you  gain  last  year  a 
surplus  over  your  operations?  A.  That  is  my  recollection  of  the 
gain  and  loss  account. 
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Q.  Your  total  premium  receipts  are  stated  here  $185,519. 
What  was  the  additional  amount  put  up  in  your  reserve  ?  A.  The 
Life  Association  of  America  reserve  for  the  year  before  was  $76,- 
818,  the  next  year  it  was  $124,815.  The  additional  is  the  differ- 
ence. 

Q.  You  received  $185,519  and  exclusive  of  the  $50,000  subse- 
quently returned  you  expended  $140,346?     A.  Yes,  sir. 

Q.  Leaving  $45,100  approximately?    A.  Yes,  sir. 

Q.  Now,  how  much  of  that  were  you  required  to  put  up  in  re- 
serve— about  $21,000  additional  reserve  I  mean?  A.  No,  we  put 
an  additional  reserve  of  about  $50,000. 

Q.  Of  about  $50,000?     A.  Yes. 

Q.  Then  did  you  have  a  net  gain  for  the  year?  A.  Well,  if  you 
exclude — that  is  you  admit  the  return  of  the  $50,000  which  was 
returned  afterwards,  we  have  a  net  gain  of  $45,000. 

Q.  You  are  now  comparing  the  total  premium  receipts  with  the 
total  expenses  reducing  the  expenses  to  $140,000?  A.  We  made 
a  gain  of  $45,000 — that  is  the  figures  of  it  including  the  $50,000 
taken  out— they  exclude  the  $50,000.  You  put  that  $50,000  in 
and  you  increase  the  surplus,  that  is  all. 

Q.  In  order  that  there  may  be  no  confusion,  let  vis  find  what 
you  had  in.  In  the  first  place  you  received  $185,000,  you  ex- 
pended, exclusive  of  the  $50,000,  $140,000,  leaving  $45,000?  A. 
Yes,  sir. 

Q.  You  paid  your  policyholders  about  $13,000?    A.  Yes,  sir. 

Q.  Leaving  $32,000?     A.  Yes,  sir. 

Q.  Now  how  much  through  the  business  of  that  year  did  you 
have  to  put  up  as  additional  reserve?     A.  I  said  $50,000. 

Q.  About  fifty  thousand  dollars?     A.  Yes. 

Q.  What  would  be  the  net  result  of  that  for  the  year?  You 
had  had  a  net  gain  of  your  receipts  over  your  disbursements  of 
thirty-two  thousand  dollars,  and  your  business  for  the  year  re- 
quired you  to  put  up  as  additional  reserves  fifty  thousand  dollars. 
A.  If  you  add  that  fifty  thousand  dollars  to  this  two  hundred  and 
seventy-one  thousand  dollars,  you  will  have  three  hundred  and 
twenty-one  thousand  dollars,  a  gain  of  twenty-one  thousand  dollars. 

Q.  Pardon  me.  We  do  not  want  to  add  that  to  the  other,  we 
want  to  take  what  money  you  got  in,  and  what  money  you  dis- 
bursed, and  what  increased  liabilities  you  had.  You  took  in  a 
hundred  and  eighty-five  thousand  dollars;  you  disbursed  a  hun- 
dred and  fifty-three  thousand  dollars,  leaving  thirty-two  thousand 
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dollars,  and  your  liabilities  increased  during  the  year  through  the 
risks  you  had  taken  fifty  thousand  dollars,  which  would  apparently 
show  a  net  loss  for  the  year  of  eighteen  thousand  dollars.  Is  not 
that  the  fact?     A.  Well,  that  looks  so  here. 

Q.  What  dividends  did  you  pay  on  capital  stock  during  that 
year?     A.  During  that  year  we  paid  twenty  thousand  dollars. 
■  Q.  Ten  per  cent,  dividends?     A.  Yes,  sir. 

Q.  Did  you  pay  any  dividends  for  the  year  1903?     A.  Wo,  sir. 

Q.  I  mean  for  the  part  of  the  year  after  the  incorporation?  A 
No,  sir. 

^.  So  that  the  only  dividends  from  the  time  of  incorporation 
to  December  31st,  1904,  were  the  twenty  thousand  dollars  ia  1904? 
A.  That  is  all. 

Q.  Have  you  paid  any  dividends  in  1905  ?  A.  One  quarterly 
dividend. 

Q.  At  what  rate?  A.  At  the  same  rate,  ten  per  cent.,  five 
thousand  dollars. 

Q.  What  system  have  you  of  representation  of  stockholders? 
Do  you  have  a  proxy  system  ?     A.  Yes,  sir. 

Q.  Who  holds  the  proxies?  A.  They  are  held  by  Mr.  Van 
Schaick  and  Mr.  Vincent  and  myself. 

Q.  To  what  extent  do  you  hold  the  proxies?  A.  Well,  we 
always  ask  for  a  proxy  when  we  send  out  the  stock.  Sometimes 
we  get  it  and  sometimes  we  do  not. 

Q.  (Handing  paper.)  Is  this  a  circular  issued  by  your  com- 
pany?   A.  Yes,  sir. 

Q.  How  recently?    A.  Well,  very  recently. 

Q.  Within  the  last  few  months?    A.  Yes,  sir. 

ME.  HUGHES :  I  will  mark  it  for  identification  and  will  read 
part  of  the  circular, 

(Paper  marked  Exhibit  'No.  760   for  identification.) 

MK.  HUGHES:  I  note  in  this  circular  the  following  state- 
ment: 

"  The  Life  Association  of  America  issues  annual  dividend  poli- 
cies and  pays  larger  dividends  to  policyholders  than  any  other 
company." 
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Q.  How  much  did  you  pay  to  policyliolders  in  dividends  in  the 
year  1904?    A.  We  paid  very  little,  but  we  paid 

Q.  How  much  in  dollars?    A.  I  do  not  remember. 

Q.  A  hundred  and  fifty-nine  dollars,  or  a  hundred  and  sixty 
dollars?  A.  Our  statement  will  show.  You  have  the  statement 
there.  I  do  not  know.  (Paper  handed  to  witness.)  Yes,  sir,  a 
hundred  and  sixty  dollars. 

Q.  How  much  did  you  pay  in  1903?  A.  I  do  not  think  we  paid 
anything. 

Q.  What  did  you  pay  in  1905?  A.  Well,  we  have  paid  some- 
thing more  than  this,  doubtless. 

Q.  How  much  more  do  you  think?    A.  I  have  no  idea. 

Q.   One  thousand  dollars?    A.  Oh,  no,  sir. 

Q.  Under  one  thousand  dollars?  A.  Under  one  thousand  dol- 
lars, I  think  so.     We  have  not  very  many  annual  dividend  policies. 

Q.  What  do  you  mean  by  the  statement  in  your  circular  that 
you  pay  larger  dividends  to  your  policyholders  than  any  other 
company?  A.  We  pay  a  larger  dividend  per  dollars,  per  cent,  of 
dividends. 

Q.  Per  dollars  of  what?    A.  Of  premium. 

Q.  How  much  of  your  insurance  is  annual  dividend.  A.  Very 
little  of  it. 

Q.  What  percentage  would  you  say?  A.  I  should  say,  I  figured 
it  out  for  you  here,  .033  per  cent. 

Q.  How  could  you  have  paid  in  1904  any  dividends  at  all  if 
your  business  showed  a  net  loss?  A.  We  had  a  very  large  surplus, 
which  we  had  a  right  to  distribute,  and  we  distributed  it. 

Q.  You  mean  from  the  sale  of  the  stock?  A.  From  the  sale  of 
the  stock,  and  other  operations. 

Q.  The  other  operations  were  the  eighty-five  thousand  dollars 
which  you  took  over?    A.  Yes. 

■Q.  That  is  from  the  assessment  business?    A.  Yes. 

Q.  But  of  that  eighty-five  thousand  dollars  seventy  thousand 
dollars  were  required  for  your  reserve  at  the  end  of  the  year,  or 
seventy-six  thousand  dollars.  A.  There  were  some  other  pre- 
miums came  in,  there  were  some  fifty  thousand  dollars  of  i)re- 
miums  on  new  business  which  came  in,  and  that  was  carried  to 
the  reserve. 

Q.  Yes,  but  at  the  end  of  1903,  you  had  a  surplus  of  $321,917 
over  and  above  your  reserve?     A.  Yes,  sir. 

Q.  And  of  that  amount  $268,000  had  come  in  from  the  sale  of 
your  stock?    A.  Yes. 
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Q.  Have  you  a  copy  of  your  charter  here  ?  A.  I  have  not, 
except  in  —  yes. 

Q.  (Handing  book.)  This  is  the  charter  of  your  organization 
as  a  stock  company?     A.  Yes. 

Q.  Reading  from  the  original  records  of  the  Association, 
Article  4  of  the  Charter,  dated  May  29th,  1901 — that  was  the 
proposed  charter  or  certificate  of  organization,  v^hich  was  not 

filed  until  1903,  although  it'  seems  to  have  been A.  It  was 

filed  and  approved. 

Q.  In  1901  ?  A.  In  1901,  and  we  were  given  two  years  in 
which  to  complete  the  sale  of  our  stock. 

Q.  So  that  I  have  before  me  the  document  as  it  finally  ex- 
isted?    A.  Yes,  sir, 

MR.  HUGHES:  Reading  from  Article  4: 

"  The  capital  of  said  company  shall  be  five  hundred  thousand 
dollars  in  cash,  divided  into  twenty-five  thousand  shares  at  twenty 
dollars  each.  The  earnings  and  receipts  of  said  company  ov3r 
and  above  all  losses,  expenses  and  reserves,  provided  by  law, 
shall  be  accumulated,  and  shall,  from  time  to  time,  be  dis- 
tributed in  such  manner  as  the  Board  of  Directors  of  such 
company  .^hall  provide,   in  the  following  ratio,   to-wit: 

"  To  the  stockholders,  3/10  thereof,  and  to  the  participating 
policyholders  7/10  thereof. 

"  But  nothing  herein  contained  shall  compel  the  Directors  to 
declare  any  such  dividend,  and  they  shall  have  full  authority  to 
accumulate  such  a  further  reserve  and  surplus  as  in  their  esti- 
mation will  fully  protect  ^nd  safeguard  the  interests  of  the 
company." 

Q.  What  amount  of  stock  is  owned  by  you?    A.  Personally? 

Q.  Yes.     A.   2,000  shares. 

Q.  Out  of  the  ten  thousand  shares?    A.  Yes,  sir. 

Q.  What  amount  is  owned  by  the  other  ofl&cers  of  the  com- 
pany?    A.  About  an  equal  amount. 

Q.  About  four  thousand  dollars  in  all?     A.  Yes,  sir. 

Q.  Out  of  the  ten  thousand  dollars?     A.  Yes,  sir. 

Q.  Have  you  a  comparative  statement  which  shows  the  divi- 
dends declared  by  your  company  to  policy  holders  amounting 
to  the  sums  you  have  stated?     A.   Yes,  sir. 

Q.  As  compared  with  those  made  by  the  other  companies?  A. 
W^e  have  some  —  not  compared  with  other  companies,  I  do  not 


i084:  Legislative  Insurance  Investigation. 


think  we  made  a  comparative  statement.  We  simply  published 
our  own  statement  of  what  dividends  were  paid  on  cei'tain 
policies. 

Q.  Where  is  that  statement?  A.  Well,  I  have  not  the  cir- 
culars with  me.  You  may  find  it  on  the  back  of  that.  There 
have  been  only  two  or  three  policies. 

Q.  What?  A.  There  have  been  only  two  or  three  policies 
which  are  annual  dividend  policies,-  which  have  drawn  dividends. 

Q.  There  are  only  two  or  three  policies  which  draw  annual 
dividends?    A.  That  have  drawn  annual  dividends,  sir. 

Q.  That  have  drawn  annual  dividends?     A.  Yes,  sir. 

Q.  ISTow,  one  of  those •     Well,  you  stated  all  the  policies 

you  had  in  your  circular  practically,  did  you  not?  A.  Just  ex- 
actly, we  did,  yes,  sir,  all  that  we  had  paid  dividends  on  up  to 
the   time. 

MR.  HUGHES:  Well,  I  read  the  entire  circular,  that  is,  that 
part  relating  to  dividends: 

"  The  Life  Association  of  America  issues  annual  dividend  pol- 
icies, and  pays  larger  dividends  to  policyholders  than  any  other 
company.  The  Association  also  issues  deferred  dividend  policies 
and  must  by  reason  of  this  large  annual  dividend  produce  cor- 
respondingly better  results  at  the  expiration  of  the  deferred 
period. 

ILLUSTRATION  NO.  1. 

Policy  No.  2,149,  dated  March  20th,  1901;  amount,  $10,000. 
Tv;enty-year  endowment.     Age,  31  ;-annual  premiums,  $483.50. 
Dividend  first  year,  $72.52. 
Net  cost,  $410.98. 
Dividend  fourth  year,  $79.77. 
Net  cost,  $403.73. 
Dividend  fifth  year,  $79.77. 
Net  cost,  $403.73. 

ILLUSTRATION  NO.  2. 

Policy   No.    2,438.     Dated   December    16th,    1902.     Amount 
$1,000.     Twenty-year  endowment.     Age  24. 
Annual  premiimi,  $47.90.     Dividend  .third  yeas,  $7.18. 
Net  cost,  $40.72. 

Q.  What  Is  the  fifth  year  alluded  to  in  the  first  illustration? 
A.  Of  the  policy. 
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Q.  Does  that  mean  this  year,  the  current  year?  A.  That 
means  the  current  year,  doubtless;  yes,  that  probably  means  this 
year.     It  must  mean  this  year. 

Q.  And  the  dividend  for  the  fourth  year  was  for  the  year  from 
March  20th,  1904,  to  March  20th,  1905  ?     A.  Yes,  sir. 

Q.  Are  these  according  to  policy  years  or  calendar  years  ?  A. 
Those  are  policy  years. 

Q.  Now,  how  did  you  compute  this  dividend  of  $79.77  for  the 
fifth  year?     A.  I  took  16 J  per  cent. 

Q.  How  could  you  compute  it  before  you  had  the  results  for 
the  fifth  year?  A.  Well,  then,  probably  that  is  for  the  other 
year. 

Q.  Won't  you  look  at  it  (handing  paper)  ?  A.  I  do  not  know 
myself,  because 

Q.  That  is  dated  March  20th,  1901.  A.  I  will  tell  you.  The 
dividend  is  not  paid  until  the  end  of  the  year. 

Q.  Well,  that  would  be  March  20th,  1906.  A.  Well,  I  will 
tell  you.  At  the  end  of  the  second  year  on  the  payment  of  the 
third  premiuia  we  pay  the  dividend.  Now,  the  second  year  of 
this  policy  was  in  1903,  1904,  1905 — that  was  the  third  premium 
paid.  That  was  the  fifth  premium,  at  the  end  of  the  fourth  year 
and  the  fifth  premium  paid. 

Q.  Did  you  give  your  first  dividend  after  two  years  ?  A.  After 
two  years;  yes,  sir,  after  the  payment  of  the  premium. 

Q.  The  date  of  the  policy  being  March  20th,  1901,  and  March 
20th,  1903,  you  declared  a  dividend  on  the  policy  of  $72.52  as 
against  the  premium  then  payable  ?  A.  Well,  I  suppose  we  must 
have  allowed  it  that  way. 

Q.  Then  on  March  20th,  1904,  you  declared  a  dividend  of 
$79.77  against  the  fourth  premium  then  due?     A.  Yes,  sir. 

Q.  Then  on  March  20th,  1905,  you  declared  a  dividend  of 
$79.77,  the  same  amount  as  the  year  before?     A.  Yes,  sir. 

Q.  To  apply  on  the  premium  then  due  ?     A.  Yes,  sir. 

Q.  Where  did  you  get  your  figures,  $79.77?  A.  In  the  matter 
of  payment  of  dividends  on  policies  it  is  a  very  difficult  matter 
for  me  to  make  a  calculation,  and  I  consulted  our  actuary,  and  he 
advised  us  to  make  a  straight  dividend  of  about  that  amount  for 
the  first  year. 

Q.  Well,  you  say  a  straight  dividend.     You  mean A.  A 

straight  fifteen  per  cent.,  and  the  dividend  we  are  paying 
there — — 
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Q.  How  did  you  calculate  the  straight  diyidend  ?  A.  I  simply 
took  ]  6^  per  cent. 

Q.  Of  what?     A.  Of  the  premium. 

Q.  Why  did  you  not  take  fifteen  per  cent  or  ten  per  cent  ?  A. 
Eecause  I  took  16^  per  cent. 

Q.  And  it  was  simply  an  arbitrary  figure?     A.  Absolutely. 

Q.  It  really  did  not  make  much  difference,  so  long  as  you  had 
a  good  showing,  seeing  that  there  were  only  two  policies  to  which 
it  applied?  A.  It  would  have  applied  to  any  others,  if  we  had 
Jiad  them. 

Q.  Of  course,  if  you  had  had  them,  but  not  having  them,  it 
only  applies  to  these?     A.  Yes. 

Q.  Who  held  these  policies?  A.  I  think  that  ten  thousand 
dollar  policy  is  held  by  Mr.  Capron. 

Q.  Who  is  he?  A.  He  is  one  of  our  agents.  He  used  to  be 
connected  with  a  corporation  here  and  came  to  us  last  Spring. 

Q.  What  is  his  full  name?     A.  His  full  name  is  George  C. 
Capron. 
__Q.  What  is  his  district?    A.  He  is  here  in  New  York. 

Q.  In  the  Metropolitan  district?  A.  In  the  Metropolitan  dis- 
trict. 

Q.  What  is  his  contract  or  compensation?  A.  Well,  it  is  about 
the  same  as  the  other  contracts,  I  forget  just  what  it  is. 

Q.  50  per  cefit.  ?    A.  And  some  allowances,  yes. 

Q.  And  allowances  which  you  are  ready  to  commute  at  40  per 
cent,  more?  A.  Yes,  sir;  if  necessary.  I  do  not  think  he  gets 
that  much,  he  does  not  get  that. 

Q.  Who  holds  the  other  policy  of  $1,000  which  is  illustrated? 
A.  I  forget  who  holds  that;  some  policyholder  simply  outside,  no 
special  connection  with  him. 

Q.  How  did  you  come  to  write  an  annual  dividend  policy  in 
1901?  A.  We  wrote  that  man  in  the  assessment  company  and 
v,'hen  we  organized  the  stock  company  he  came  over  to  the  stock 
company  and  made  his  premium  up  by  the  payment  of  the  differ- 
imce  between  the  assessment  premium  and  the  life  premium  and 
had  his  policy  dated  back  to  the  original  date. 

Q.  And  the  dividends  declared  ex-posf  facto  ?  A.  The  divi- 
dends were  declared  to  meet  that  premium,  yes,  sir. 

Q.  In  other  words,  after  you  had  organized  as  a  stock  company 
in  August,  1903,  he  took  out  a  policy  dated  back  to  March  20, 
lOUl,  and  then  you  declared  dividends  as  of  March  20,  1903   to 
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'iffstl  the  premium  which  at  that  date  under  the  new  policy  would 
have  Lean  payable?  A.  If  the  company  had  started  at  that  time, 
lie  paid  up  his  premium  in  full  from  the  date  of  the  original  pol- 
icy at  the  rate  of  the  new  policy  and  I  think  some  time  subsequent 
was  allowed  his  dividend.  He  came  in  and  claimed  he  was  en- 
titled to  a  dividend  and  we  looked  it  up  and  found  he  was,  and 
paid  it  to  him, 

BY  THE  CIIAIEMAN: 

Q.  Then  the  iirst  dividend  you  computed  on  this  policy,  do  I 
tinderstand,  if  it  had  been  actually  declared,  would  have  been  de- 
clared nine  months  before  the  corporation  organized?  A.  Well, 
a  few  months,  not  nine. 

Q.  March,  to  December  ?    A.  March  to  August,  yes,  sir. 

BY  ME.  HUGHES: 

Q.  You  had  no  right  as  an  assessment  company  to  declare  a 
dividend?  A.  We  had  no  right  as  an  assessment  company  to  de- 
clare dividends  at  that  time,  and  we  had  no  right  to  issue  a 
straight  policy.  This  man  took  out  his  policy  and  afterward 
changed  it  to  his  original  date. 

Q.  The  point  is  this,  when  he  changed  it  after  you  became  a 
stock  company  it  was  dated  back  to  March  20,  1901  ?     A.  Yes. 

Q.  The  date  of  his  original  assessment  policy?    A.  Yes. 

Q.  Then  changing  it  to  an  endowment  policy  with  a  premium 
of  $483.50,  payable  annually,  he  made  a  payment  to  you  cover- 
ing the  premiums?    A.  Yes,  sir. 

Q.  And  you  made  a  payment  to  him  covering  the  dividend 
which  you  had  been  able  to  write  such  a  policy  and  declare  divi- 
dends, you  would  have  declared  on  March  20,  1903?  A.  Abso- 
lutely. 

BY  THE  OHAIEMAN: 

Q.  Was  there  any  other  purpose  in  that  than  advertisement? 
A.  Why,  that  was  not  the  purpose  at  all.  The  advertisement  was 
a  subsequent  matter.  At  the  time  the  dividends  were  paid  he 
never  dreamed  of  it. 

Q.  Do  you  deny  that  that  was  deliberately  done  for  the  purpose 
of  creating  advertising  matter  ?     A.  Absolutely.     It  was  done  be- 
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cause  he  believed  he  was  entitled  to  it  and  because  we  believed  we 
had  a  sui-plus  sufficient  to  justify  us  in  paying  that  dividend,  and 
we  think  so  now. 

BY  ME.  COX: 

Q.  Who  took  part  in  that  transaction  for  the  agent,  who  ne- 
'gotiated  this  new  policy  on  behalf  of  your  company  3  A.  I  think 
a  man  by  the  name  of  Russell. 

Q.  Was  he  an  agent  of  yours  ?     A.  Yes,  sir. 

Q.  Aq  agent  in  the  field  ?     A.  Yes,  sir. 

BY  MR  HUGHES: 

Q.  Mr.  Van  Schaick  suggests  that  I  should  ask  whether  under 
the  terms  of  the  original  policy  that  Capron  had  he  was  entitled  to 
exchange  it  for  the  new  policy  on  the  reorganization  of  the  com- 
pany ?     A.  Yes,  sir,  he  was. 

BY  MR.  OOX: 

Q.  And  that  was  before,  I  suppose,  he  became  an  agent  of  your 
company  that  this  was  done?     A.  Long  before,  yes,  sir. 

Q.  How  long  before  ?  A.  Well,  he  did  not  become  an  agent  for 
this  company  until  about  July  or  August  of  this  year. 

BY  MR.  HUGHES : 

Q.  But  the  point  is  that  when  he  did  take  out  his  new  policy 
some  time  in  the  latter  part  of  1903,  after  you  had  incorporated, 
you  went  back  and  declared  a  dividend  as  of  March  20,  1903  ?  A. 
Yes,  sir. 

Q.  To  apply  against  his  premium?     A.  Yes,  sir. 

Q".  And  that  dividend  you  then  figured  out  as  an  arbitrary  per- 
centage of  the  premium  ?     A.  Yes,  sir. 

Q.  And  you  immediately  issued  a  circular  containing  the  state- 
ment of  the  dividend,  did  you  not?     A.  No,  sir. 

Q.  How  long  after  ?     A.  About  two  years. 

Q.  After  you  had  declared  two  more  dividends  upon  the  policy  ? 
A.  Yes,  sir. 
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BY  MR.  OOX : 

Q.  I  suppose  all  of  your  earlier  policies  could  do  the  same  thing 
if  they  wanted  to  ?     A.  Any  one  of  them. 

Q.  That  is  any  of  your  policyholders  can  go  in  to-day  and  have 
their  policies  dated  back  and  get  the  dividend?  A.  Yes,  sir,  if 
they  pay  the  premiums  they  have  a  right  to  do  it. 

BY  MR.  HUGHES: 

Q.  Nov?,  did  you  declare  a  similar  dividend  upon  deferred  divi- 
dend policies  ?     A.  No,  sir. 

Q.  As  to  deferred  dividend  policies  you  make  no  accounting 
or  apportionment  until  the  end  oi  the  period?     A.  ISTo,  sir 

Q.  What  is  the  shortest  period  that  you  have  in  deferred  divi- 
dend policies?     A.  Ten  years. 

So  that  none  of  those  have  yet  matured?     A,  No. 

Q.  And  you  have  not  set  aside  any  fund  to  meet  them?    A.  No. 

Q.  And  the  only  dividends  you  have  calculated  have  been  the 
di-^ddends  upon  these  two  policies?  A.  Well,  up  to  date  of  the 
publication  of  that  circular,  yes,  sir.  There  have  been  some  others 
paid  since. 

Q.  How  many  have  you  got  in  annual  dividend  policies  at  the 
present  time?     A.  A  hundred  and  fifty,  I  think. 

Q.  Have  any  of  them  reached  the  third  year  so  they  are  enti- 
tled to  dividends?    A.  Yes,  sir. 

Q.  How  many?    A.  Oh,  I  suppose  five  or  six.     I  don't  know. 

Q.  Are  you  declaring  dividends  at  the  same  rate  upon  those 
policies?     A.  Fifteen  per  cent. 

Q.  When  did  you  adopt  fifteen  per  cent,  instead  of  sixteen  and 
one-hidf?  A.  The  date  of  the  letter  that  you  have  there  from 
Mr.  Standen,  a  copy  of  which  I  sent  you. 

Q.  That  is  this  last  month,  is  it  not?  A.  Well,  about  that 
time. 

Q.  How  much  has  the  association  paid  in  death  losses  since 
organization?     A.  Seventy  thousand  or  eigthty  thousand  dollars. 

Q.  How  much  did  it  pay  in  1904?  A.  Twelve  thousand  five 
hundred. 

Q.   And  in  1903?    A.  Three  thousand. 

Q.  Well,  did  it  pay  in  death  losses  upward  of  fifty-five  thou- 
sand dollars  in  1901  and  1902?  A.  It  might  have  done  it.  That 
was  the  assessment  company. 

Q.   Do  you  know  how  much  it  did  pay  before  it  vvas  organized 
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as  a  stock  company,  that  is  in  1901  and  1902?  A.  I  do  not  re- 
member. 

Q.  How  much  has  it  paid  this  year?  A.  About  forty  thous- 
sand  dollars. 

Q.  In  this  one  year?    A.  Yes,  air. 

Q.  Has  your  rate  of  mortality  been  excessive  this  year?  A. 
Yes,  sir. 

Q.  How  far  has  it  exceeded  the  expected  rate?  A.  It  has 
not  exceeded  it. 

Q  Well,  it  has  been  excessive,  then,  as  compared  with  what? 
A.  With  the  other  years. 

Q.  In-  this  circular  you  also  set  forth  a  number  of  letters  ac- 
knowledging prompt  payment  of  the  claims  arising  on  your  poli- 
cies?   A.  Yes. 

Q.  Have  you  any  litigated  claims?    A    One. 

Q.  What  is  that?  A.  That  is  a  ten  thousand  dollar  claim 
where  a  man — that  is,  the  mutual  company.  We  have  no  litigated 
claim  in  this  company. 

Q.  You,  have  no  litigated  claim  in  this  company?  A.  Of  the 
stock  company,  no. 

Q.  Have  you  compromised  any  claim  of  this  company?  A. 
Yes,  sir. 

Q.  What  percentage  do  you  compromise?  A.  Very  few — none 
at  all — no  percentage.     We  compromised  one  claim,  I  think. 

Q.  So  you  make  it  a  practice  to  pay  very  promptly  your  death 
claims?    A.  Yes,  sir. 

Q.  As  shown  by  the  letters  in  this  circular?    A.  Yes,  sir. 

Q.  How  long  after  the  loss  do  you  pay  the  death  claim?  A. 
When  we  pay  a  claim  at  all  we  pay  it  on  proof  of  claim. 

Q.  At  once  ?    A.  Yes,  sir. 

Q.  And  you  avail  yourselves  of  that  for  advertising  purposes? 
A.  Yes,  sir. 

Q.  I  show  you  a  check  of  October  24,  1904,  or  the  stub  of  a 
check,  drawn  by  the  Life  Association  of  America,  on  its  account 
with  the  Guaranty  Trust  Company,  to  Townsley  and  Van  Schaick 
for  ten  thousand  dollars-  What  was  that  for  ?  A.  I  do  not  know, 
sir. 

Q.  Have  you  no  idea?  A.  I  am  trying  to  think.  USTo,  sir;  I 
cannot  think  ^vhat  it  is  for.  It  accomplished  some  matter  of  book- 
keeping, I  do  not  doubt. 

Q.  You  and  ]\Ir.  Van  Schaick  got  the  money  ?  A.  Well,  no ; 
we  might,  I  don't  know.  If  we  did  it  was  for  some  purpose.  I 
don't  know  what  it  was  for. 
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Q.  Well,  is  there  an  account  kept  between  the  association  and 
yourself  and  Mr.  Van  Schaick  ?     A.  Absolutely. 

Q.  A  regular  debit  and  credit  account  ?  A.  Oh,  no ;  we  do  not 
have  any  such  account  at  all.  "We  have  our  private  accoTint,  and 
I  did  not  know  what  that  check  was  for.  October  24,  1904,  that 
is  last  October.  That  was  probably  an  exchange  of  checks.  We 
may  have  paid  into  the  Life  Association  a  number  of  checks  and 
they  gave  us  that  in  one  check. 

Q.  Do  you  know  whether  that  is  the  fact,  or  is  it  a  conjecture  ? 
A.  No,  sir ;  it  must  be  a  fact.  We  never  got  ten  thousand  dollars 
out  of  the  company. 

ME.  VAN  SCHAICK :    It  was  an  exchange. 

MR.  HUGHES :  Have  you  got  anything  here  to  show  the 
checks  in  exchange. 

ME.  VAN  SCHAICE::    We  will  look  it  up. 

Q.  I  would  like  to  have  you  send  the  committee  a  list  of  your 
transactions  and  Mr.  Van  Schaick's  transactions  with  the  asso- 
ciation, so  we  can  see  what  they  have  been.  A.  Yes,  we  would 
just  as  soon  do  it. 

Q.  Now,  with  regard  to  your  report  of  December  31,  1904 
(handing  paper),  that  is  a  copy  of  it.  According  to  the  report 
you  make  up  your  total  of  admitted  and  non-admitted  assets, 
$488,962.34?     A.  Yes,  sir. 

Q.  According  to  your  statement  to  stockholders  under  date  of 
January  1,  1905,  you  make  up  your  total  at  $451,614.35.  What 
is  the  explanation  of  the  discrepancy?  A.  I  suppose  that  it  is 
in  this  item  of  premiums  uncollected  and  deferred,  and  it  was  cut 
down  a  larger  amount  in  our  report  than  it  shows  in  the  report 
to  the  department.  In  the  report  to  the  department  we  made  the 
statement  of  the  whole  amount.  We  did  not  consider  it  all  good, 
but  we  made  it  as  the  law  calls  for,  and  in  making  our  statement 
to  our  policyholders  we  made  it  as  to  what  we  would  probably 
collect.     Therein  lies  the  difference. 

Q.  And  the  difference  is  how  much  ?  A.  About  thirty  thou- 
sand dollars. 

Q.  Can  you  point  out  the  items  in  the  report  to  stockholders 
which  correspond  to  the  item  of  eighty-nine  thousand  dollars  in 
vour  report  to  the  Insurance  Department  ?    A.  Net  premiums  in 
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process  of  collection,  commissions  deducted,  thirty-seven  thou- 
sand four  hundred  and  seventy  dollars;  under  deferred  and  not 
reported  premiums,  twenty  thousand  dollars;  making  fifty-seven 
thousand  dollars  against  eighty-nine  thousand  dollars.  That  is 
where  that  item  is. 

MR.  HUGHES :  I  offer  in  evidence  the  report  of  the  presi- 
dent, Mr.  Townsley,  to  the  stockholders  under  date  of  January  1, 
1905. 

(Paper  marked  Exhibit  Y60.) 

Exhibit  760  will  be  found  in  the  book  of  exhibits. 

Q.  Did  you  publish  a  statement  of  your  condition  on  January 
1,  1905,  in  the  ISTew  York  Times-?    A.  I  think  so. 

Q.  That  has  been  compared  with  the  advertisement  (handing 
paper).  I  understand  it  to  be  correct.  Will  you  explain  how  it 
was  that  the  total  in  your  statement  to  stockholders.  Exhibit  TGO, 
is  $451,614.35  and  in  your  public  statement  $45Y,Y13.52?  A. 
Well,  we  included  some  items  in  this  that  were  not  included  in 
the  statement  to  policyholders.  For  example,  we  have  furniture 
and  fixtures,  $4,332,  in  one  and  not  in  the  other.  We  have  got 
the  furniture  and  fixtures,  but  we  did  not  put  it  in  in  this  state- 
ment. That  is  all.  That  amounts  to  that  much.  You  will  find 
that  the  items  vary  a  little  in  that  respect.     That  is  all. 

Q.  Wow,  I  find  therein  errors  in  several  of  the  items,  for  ex- 
■  ample,  cash  in  bank  in  one  statement  is  $Y0,469  and  in  the  other 
statement  $70,535.  What  I  want  to  get  at  is  this :  How  is  it  pos- 
sible in  making  up  a  financial  statement  as  of  the  same  date  there 
should  be  any  discrepancies  whatever  ?  A.  There  could  be  no 
discrepancy  made  for  the  department.  There  might  be  slight  dis- 
crepancies made  for  publication  because  we  might  not  be  exact. 

Q.  How  could  you  make  your  books  balance  ?  A.  We  did  not. 
We  do  not  take  these  statements  from  our  books  absokitely;  we 
may  go  through  the  books  and  make  estimates  as  to  what  the 
furniture  is  worth  or  we  may  take  what  it  cost.  It  is  written  off 
the  books,  and  does  not  show. 

Q.  You  do  not  have  any  statement  in  your  books  of  furniture 
and  fixtures.  Have  you  an  account  of  it  there  ?  A.  It  is  written 
off  to  profit  and  loss,  as  I  remember  it.  I  would  go  around  and 
hunt  it  up  and  put  it  in  the  statement. 
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Q.  Without  having  any  entry  in  the  book  to  represent  it  ?  A. 
Exactly. 

Q.  Would  you  do  that  with  other  items?  A.  We  might  do 
that  with  such  an  item  as  interest  due  and  accrued,  and  things 
of  that  sort.  We  might  make  a  mistake  in  one  report,  and  correct 
it  in  the  next.  That  report  for  the  newspapers  was  gotten  out 
after  the  31st  of  December,  and  th3  other  report  was  gotten  out 
later  and  more  carefully. 

Q.  That  is  the  real  explanation,  is  it  not?  In  other  words,  you 
published  this  report  in  the  papers  on  January  2  ?    A.  Yes. 

Q,  As  to  your  condition  on  January  1?    A.  Yes. 

Q.  Then  you  got  out  your  statement  for  the  stockholders  about 
January  16  ?    A.  Yes,  sir. 

Q.  And  you  made  up  the  statement  for  the  press  which  you 
[)ublished  somewhat  hurriedly?    A.  Yes. 

Q.  And  you  put  in  that  an  estimate  of  furniture  and  fixtures  ? 
A.  h  was  not  an  estimate.  It  was  from  the  books,  and  we  put  it 
in  one  statement  and  did  not  in  the  other. 

Q.  I  thought  you  said  you  did  not  have  such  a  statement  in 
your  books,  but  had  written  it  off  to  profit  and  loss?  A.  Yes; 
we  knew  exactly  what  we  paid,  but  we  turned  it  into  profit  and 
loss.  It  ceased  to  be'  an  account  carried  in  the  books.  I  think 
we  carry  to-day  sixteen  dollars  in  our  account  for  furniture  and 
fixtures,  something  bought  during  the  year  that  has  not  been 
written  off. 

Q.  You  show  a  surplus  in  the  statement  published  in  the 
Times  of  $137,195.51,  and  of  January  1  a  statement  published  in 
your  address  to  stockholders  of  $131,096.35.  In  other  words, 
do  you  have  a  system  of  bookkeeping  which  shows  an  exact 
amount  on  that  day  from  which  you  took  this  balance  ?  A.  We 
have  got  a  system  of  bookkeeping  as  perfect  as  the  system  of  any 
life  insurance  corporation  or  company  in  the  city  of  N'ew  York, 
and  we  have  been  complimented  on  its  efiiciency  by  the  insurance 
managers.  I  do  not  say  that  because  I  have  anything  to  do 
with  it,  Mr.  Hughes.    I  have  not. 

Q.  And  it  was  so  complete  that  you  could  take  off  your  exact 
balance  on  that  day?  A.  I  could  have  taken  off  the  exact  balance 
if  I  had  chosen  to  do  so.  I  made  up  that  statement  in  my  own 
v,'ay,  and  if  I  chose  to  take  the  exact  balances  from  the  books  I 
could  have  got  them. 

Q.  Why  didn't  you  do  that  ?  A.  I  got  them  as  near  as  I  wauted 
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to.  Those  items  that  are  taken  from  the  books  are  exact  —  all  of 
the  items  taken  from  the  books  are  exact. 

Q.  ISTow,  what  didn't  you  take  from  the  books?  A.  I  did  not 
take  the  net  premiums  in  process  of  collection,  commissions  de- 
ducted,  $37,470. 

Q.  Why  not  ?  A.  I  estimated  how  much  we  would  get  on  it.  I 
.  took  the  premiums  from  the  books,  and  took  ofE  what  I  supposed 
would  not  be  paid,  and  considered  what  would  be  good.  T  did  not 
take  the  actual  amounts  from  the  books  and  net  deferred  and 
unreported  premiiims,  commissions  deducted,  because  I  deducted 
the  commissions.  I  may  have  varied  that  deduction  differently 
in  one  case  than  the  other.  I  made  the  deduction  for  the  depart- 
ment according  to  their  system.  I  made  that  according  to  my 
own. 

Q.  What  is  the  average  premium  collected  on  a  thousand  dollar 
policy  of  your  company  ?    A.  I  should  say  about  forty  dollars. 

Q.  What  do  the  losses  average  per  thousand  dollars?  A.  This 
year  they  have  run  about  ten  dollars  a  thousand,  practically  that. 

Q.  What  does  the  reserve  average  ?  A.  I  cannot  tell  you.  The 
reserve  on  all  kinds  of  policies  vary.  An  endowment  policy  has 
one  standard 

Q.  I  am  taking  an  average  —  in  a  life  policy,  for  example  ?  A. 
Take  a  life  policy,  I  suppose  the  reserve  is  about  60  per  cent,  of 
the  premium  for  the  first  year. 

Q.  What  is  it  the  first  year  ?  A.  It  is  about  eight  or  nine  dollars. 

Q.  Eight  dollars  or  nine  dollars  per  thousand?    A.  Yes. 

Q.  So  out  of  the  $40  we  must  take  about  $10  for  losses  and 
about  $8  or  $9  for  reserve  ?    A.  Yes. 

Q.  What  does,  the  medical  examination  average  per  thousand? 
A.  About  three  or  four  dollars. 

Q.  Then  how  are  you  able  to  pay  90  per  cent,  of  the  premium 
for  expenses  in  getting  the  business,  that  is  for  commission?  A. 
We  do  not  pay  it.    We  advance  it  against  the  renewals. 

Q.  You  pay  it  and  charge  it  against  the  first  year's  business, 
because  you  commute  the  renewals  in  the  first  year  and  treat  it  as 
brokerage?    A.  Yes,  we  anticipate  the  renewals  on  the  business. 

Q.  You  borrow  from  what  will  come  in  in  later  years  ?,  A.  Ye.s. 
We  don't  do  business  in  that  way  any  different  from  other  com- 
panies. 

Q.  You  mean  you  are  a  little  franker  about  it?  A.  I  don't 
know  about  that. 
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Q.  You  put  it  at  90  per  cent,  flat  on  the  circular  ?  A.  We  try  to 
be  frank  about  everything.  We  do  not  put  anything  under  cover. 
Our  books  are  wide  open  for  this  committee  to  go  down  and  look 
at  them ;  I  would  like  to  have  you  do  it,  too. 

Q.  We  find  at  the  end  of  1903  you  had  outstanding  $4,698,000 
of  insurance.  At  the  end  of  1904  $7,048,052,  a  gain  of  about 
$2,400,000  net;  and  that  in  1904  you  wrote  in  new  business 
$4,618,302.  That  would  show  a  very  heavy  lapsed  rate  ?  A.  Yes, 
sir. 

Q.  What  is  the  lapsed  rate,  according  to  your  calculation  ?  A. 
I  have  not  made  any  calculation  on  it. 

Q.  Is  the  exhibit  of  last  year  typical  ?  A.  It  is  typical  of  last 
year;  it  probably  won't  be  of  this. 

Q.  It  was  exact  of  last  year,  but  were  the  results  of  the  busi- 
ness of  the  years  preceding  substantially  the  same?  A.  About 
that,  1  should  say. 

Q.  Then  you  gain  about  half  of  the  business  you  write,  or 
about  half  of  the  business  you  write  stays  on  the  books?  A.  I 
suppose  so. 

Q.  By  the  way,  did  the  Insurance  Department  discover  the 
payment  to  yourself  and  jMr.  Van  Schaick  of  the  $50,000  when 
they  made  the  examination  September,  1904?     A.  Yes,  sir. 

Q.  Did  they  make  any  remonstrance?  A.  Why,  they  said 
they  would  have  to  submit  the  matter  to  the  Attorney  General, 
and  did  so. 

Q.  They  submitted  it  to  the  Attorney  General?    A.  Yes,  sir. 

Q.  And  you  heard  from  him  the  next  month?    A.  Yes,  sir. 

Q.  I  think  it  was  testified  by  you  last  night  that  the  Attorney 
General  after  the  examination  made  a  demand  that  the  money 
should  be  returned?    A.  Yes,  sir. 

Q.  In  how  many  States  do  you  do  business?  A.  About  five 
or  six  or  seven. 

Q.  What  are  they?  A.  In  New  York,  Pennsylvania,  Mary- 
land, Illinois,  Alabama,  California  and  Ehode  Island. 

Q.  Have  you  ever  been  debarred  from  doing  business  in  any 
State?    A.  Yes,  sir. 

Q.  In  what  State?    A.  ISTew  Jersey. 

Q.  When  was  that?    A.  Last  spring. 

Q.  What  was  the  reason  of  it  —  or  the  stated  reason?  A. 
Well,  that  is  different.  The  stated  reason  was  because  we  had 
made  that  loan  over  in  the  Citizens'  Ti-ust  Company.  The  real 
reason  is  they  are  a  pack  of  pickpockets. 
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Q.  Have  you  been  debarred  from  doing  business  in  any  other 
State  ?    A.  No,  sir. 

Q.  Some  years  ago  I  think  you  said  you  were  connected  with 
the  Bankers'  Life  Insurance  Company?    A.  Yes,  sir. 

Q.  What  was  the  original  name  of  that  company?  A.  Bank 
Clerfe'  Mutual  Benefit  Association. 

Q.  What  was  that  company  originally?  A.  An  assessment 
company. 

Q.  And  when  did  it  become  a  stock  company?  A.  1899,  I 
think. 

Q.  Was  its  name  changed?    A.  Its  name  was  changed  in  1904. 

Q.  To  the  Bankers'  Life  Insurance  Company  of  the  City  of 
New  York?    A.  Yes,  sir. 

Q.  Between  1899  and  1904  was  there  any  difference  in  its  or- 
ganization —  I  mean  to  say  since  1899  has  there  been  any  differ- 
ence in  its  organization  other  than  the  change  of  name?  A. 
Yes,  I  think  —  not  since  1899  —  not  since  it  was  organized  as  a 
stock  company. 

Q.  Then  it  started  and  maintained  for  some  years  an  assess- 
ment business?    A.  Yes,  sir. 

Q.  And  then  it  had  a  paid-up  capital  stock  of  how  much  at 
the  tinte  it  became  a  stock  company?    A.  $100,000. 

Q.  Has  its  stock  remained  substantially  the  same?  A.  I  think 
so. 

Q.  How  much  of  that  is  there  ?    A.  I  think  $100,000. 

Q.  What  ,was  your  connection  with  the  company  originally? 
A.  T  was  general  manager. 

Q.  How  long  were  you  general  manager?    A.  Three  years. 

Q.  When  did  you  cease  your  connection  with  the  company? 
A.  In  March,  1897. 

Q.  Did  you  subsequently  obtflin  a  beneficial  interest  in  the 
stock  of  that  company?    A,  I  cannot  say  that  I  have. 

Q.  Have  you  within  recent  years  obtained  any  interest  In  the 
stock  of  the  company?  A.  I  own  jointly  with  Mr.  Van  Schaick 
ten  shares. 

Q.  Do  you  know  the  Knickerbocker  Investment  Company? 
A.  Yes,  sir. 

Q.  Was  the  Knickerbocker  Investment  Company  organized 
to  take  and  acquire  an  interest  in  the  stock  of  the  Bankers' 
Insurance  Company?    A.  I  don't  know,  sir. 

Q.  Did  it  in  fact  acquire  an  interest  in  that  stock?  A.  J 
Lhiuk  so. 
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Q.  It  bought  626  shares,  did  it  not?    A.  I  believe  it  did. 

Q.  OTit  of  a  total  of  $100,000?    A.  Yes,  sir. 

Q.  It  bought  those  shares  from  whom?  A.  "Well,  I  aiii  not 
positive  about  that;  it  is  only  hearsay  of  course.  There  are 
rumors  as  to  whom  they  bought  that  from.  I  don't  know 
positively. 

Q.  In  short,  the  Knickerbocker  Investment  Company  acquired 
a  control  of  the  Bankers'  Company  throvigh  an  ownership  of  a 
majority  of  the  stock  in  it  about  1902?    A.  I  think  so;  yes,  sir. 

Q.  When  did  you  become  interested  in  the  Knickerbocker 
Investment  Company?  A.  I  think  I  went  on  the  board  about 
along  in  the  spring  of  1904. 

Q.  Mr.  Eugene  Van  Schaick  also  went  on  the  board  of  the 
Knickerbocker  Investment  Company  about  that  time?  A.  At 
the  same  time. 

Q.  The  stock  which  the  Knickerbocker  Investment  Company 
had  acquired  in  the  Bankers'  Company  had  been  put  in  a  voting 
trust,  had  it  not?     A.  Yes,  sir. 

Q.  For  five  years?     A.  Yes,  sir. 

Q.  And  who  were  the  voting  trustees?  A.  Governor  Stokes, 
Foster  M.  Voorhees  and  WilHam  Scherer. 

Q.  The  voting  trustees  issued  voting  trust  certificates  repre- 
senting an  equal  number  of  shares  of  the  stock  of  the  Bankers' 
Company?     A.  Yes,  sir. 

Q.  And  those  certificates  were  pledged  by  the  Knickerbocker 
Investment  Company  as  collateral  for  loans?  A.  I  believe  so, 
yes,  sir.     , 

Q.  Did  you  take  over  some  of  the  loans — ^you  and  Mr.  Van 
Schaick  ?    A.  "We  did  at  one  time. 

Q.  To  the  amount  of  about  thirty-five  thousand  dollars?  A. 
Yes,  sir. 

Q.  And  did  you  take  over  any  of  the  collateral  at  the  time — 
those  voting  trust  certificates?     A.  Yes,  sir. 

Q.  Did  you  take  over  the  entire  amount  of  the  collateral?  A, 
That  was  with  the  loan  that  we  took  up,  yes,  sir. 

Q.  "Was  that  amoimt  equal  to  or  representing  626  voting 
trust  certificates?    A.  No,  sir,  not  all  of  that. 

Q.  How  much  did  it  represent?  A.  It  represented  something 
over  five  hundred  shares. 

Q.  That  is  something  more  than  a  control  of  the  bankers' 
company?    A.  Yes,  sir. 
129 
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Q.  So  that  yoiar  position  with  Mr.  Van  Schaick  was  that  of 
creditor  of  the  Knickerbocker  Investment  Company  with  the 
voting  trust  certificates-  representing  the  stock  of  the  Bankers' 
Company  and  security?     A.  Yes,  sir. 

Q.  That  was  in  the  early  part  of  1904?     A.  Yes,  sir. 

Q.  Did  the  Knickerbocker  Investment  Company  bring  a  suit 
to  dissolve  the  voting  trust?     A.  Yes,  sir. 

Q.  Of  the  stock  of  the  Bankers'  Company?    A.  Yes,  sir. 

Q.  You  procured  that  suit  to  be  brought?'  A.  The  Kni(^er- 
bocker  Company  did. 

Q.  What  was  your  relation  to  the  Knickerbocker  Company  at 
that  time — ^were  you  an  officer?     A.  Director. 

Q.  Simply  a  director.  Did  you  with  or  without  Mr.  Fiske 
control  a  majority  of  the  stock  of  the  Knickerbocker  ?  A.  IsTo,  sir. 

Q.  You  were  then  simply  in  the  position  of  a  creditor  of  the 
Knickerbocker,  holding  a  small  amount  of  stock,  and  you  and 
others  believed  that  an  action  should  be  brought  to  break  up 
the  voting  trust  of  the.  Bankers'  Life  ?    A.  Yes,  sir. 

Q.  And  upon  what  ground  did  you  seek,  or  did  the  company 
seek  to  destroy  that  voting  trust  ?  A.  The  papers  in  the  case  will 
show  that  a  good  deal  better  than  I  can  tell  you. 

MR.  HUGHES:  Inasmuch  as  the  Bankers'  Life  Insurance 
Company  is  one  of  the  companies  to  be  investigated  and  the  situ- 
ation is  somewhat  complicated,  I  will  read  from  the  opinion  oi 
Hamilton  Odell,  dated  June  22d,  1905,  in  a  suit  in  the  Supreme 
Court,  New  York  County,  of  the  Knickerboclcer  Investment  Com- 
pany, plaintiff,  against  Foster  M.  Voorhees,  William  Scherer  and 
Edward  C.  Stokes,  individually,  and  as  voting  trustees,  etc.,  and 
the  Bankers'  Life  Insurance  Company,  defendants,  so  much  of  the 
opinion  as  bears  upon  the  facts  in  the  case : 

"  The  plaintiff  " —  that  is,  the  Knickerbocker  Investment  Com- 
pany —  "is  a  New  Jersey  corporation.  It  was  organized  in 
March,  190'2,  and  by  its  certificate  of  incorporation  was  author- 
ized to  do  a  general  real  estate,  investment,  brokerage  and  coiii- 
mission  business  —  to  act  as  agent  for  individuals,  fitms,  and  cor- 
porations —  to  buy  and  Sell  all  kinds  of  stocks,  bonds  and  other 
securities  —  to  manufacture,  purchase  and  sell  goods,  waf6s,  a'nd 
merchandise  of  every  description — and  ailso  'to  acquire  and 
undertake  all  or  any  part  of  the  business,  assets  and  liabilities  of 
any  person,  firm,  association  or  corporation,  and  to  pay  for  the 
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same  in  cash,  liie  S'tock  of  this  company  or  otherwise,  and  to  carry 
on  fmy  business  which  the  corporation  may  think  calculated  to 
develop  its  best  interests.'  It  is  alleged  in  the  complaint  that  'the 
purpose  of  the  incorporation  and  organization  of  the  Knickerbocker 
Investment  Company,  was  the  formation,  ownership  and  control  of 
a  life  insurance  company,'  and  in  the  separate  answers  of  the  de- 
fendants, Voorhees  and  Stokes,  it  is  admitted  that  '  one  of  the 
purposes  of  the  organization  of  said  company  was  the  control  of 
ihe  life  insurance  company  through  the  ownership  of  its  stock.'  No 
svieh  purpose  is  stated  in  terms  in  the  certificate  of  incorporation. 
It  is  to  be  found,  if  at  all,  in  the  very  general  and  comprehensive 
language  of  the  provision  quoted  above. 

"  The  Bankers'  Life  Insurance  Company  is  a  l^Tew  York  cor- 
poration, it  has  a  capital  stock  of  $100,000  represented  by  one 
thousand  shares  of  $100  each.  In  November,  1902,  the  defend- 
ant, Voorhees,  acting  for  parties  identified  with  and  interested  in 
the  plaintiff,  and  now  in  his  own  behalf,  secured  an  option  for  the 
purchase  of  626  shares  of  the  stock  of  the  Banker.s'  Comgany,  and 
at  once  executed  and  delivered  to  the  plaintiff,  a  declaration  that 
he  had  procured  such  option  for  the  plaintiff's  benefit,  and  that 
upon  complying  with  the  term.i  of  the  option  the  plaintiff  would 
be  entitled  to  a  transfer  of  said  shares.  The  plaintiff  accepted 
the  option  and  purchased  the  stock,  and  a  few  weeks  later  after 
the  happening  of  events,  which  need  not  be  recited  here,  a  voting- 
trust  agreement  between  all  the  stockholders  of  the  Bankers'  Life 
Insurance  Company  who  should  become  parties  thereto,  by  signing 
the  same,  parties  of  the  first  part,  and  the  defendants,  Scherer, 
Stokes -and  Voohees,  parties  of  the  second  part,  was  entered  into 
and  executed  by  the  plaintiff  and  the  three  second  parties,  by 
which  the  said  second  parties  were  constituted  voting  trustees  of 
the  stock  of  the  parties  of  the  first  part  and  issue  '  stock  tmst 
certificates.'  Therefore,  and  to  have  and  be  entitled  to  exercise 
during  the  said  five  years  '  all  rights  of  every  name  and  naturn 
including  the  right  to  vote  in  respect  to  all  such  shares  deposited.' 
The  626  shares  which  belonged  to  the  plaintiff  were  deposited  with 
the  trustees  pursuant  to  the  said  agreement,  and  were  voted  by 
them  at  the  annual  elections  of  directors  of  the  Bankers'  Life  In- 
surance Company  in  the  years  1903,  and  1904.  No  other  act  ha? 
been  done  or  attempted  by  the  trustees  as  holders  of  said  stock. 
'  "This  action  is  brought  to  obtain  the  removal  of  the  trustee- 
'  for  violation  of  their  fiduciary  trust  toward  their  cestuis  qu-; 
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trustent '  and  to  have  the  voting  trust  agreement  '  declared  null, 
void,  and  of  no  effect,  having  been  conceived  and  executed  ja 
fraud  of  the  rights  of  the  Knickerbocker  Investment  Company.' 
The  complaint  abounds  in  charges  of  conspiracy  and  fraud 
against  Scherer  and  Stokes  and  Voorhees.  It  is  alleged  that 
they  conceived  a  scheme  for  acquiring  personal  control  of  the 
Bankers'  Life  .Insurance  Company  '  with  its  consequent  personal 
benefits  to  themselves;'  that  in  the  prosecution  of  said  scheme, 
Stokes  and  Voorhees,  by  false  representations,  willfully  made, 
induced  the  directors  of  the  Knickerbocker  Investment  Company 
to  purchase  the  626  shares  of  stock,  and  then  to  euter  into  the 
Voting  Trust  Agreement,  naming  the  defendants  Voorhees,  Stokes 
and  Scherer  as  trustees;'  that  in  further  prosecution  of  said 
scheme,  the  three  conspirators  voted  themselves  in  as  directors  of 
theBankers'  Company  at  the  annual  election  held  in  January, 
1903,  '  and  voted  in  other  persons  as  directors,  who  were  their 
blind  tools  and  figureheads,  and  who  would  do  their  bidding  as 
directors;'  that  having  obtained  control  of  the  directorate,  they 
proceeded  to  vote  themselves  and  their  kindred  into  profitable 
offices,  and  use  their  positions  and  voting  power  for  their  own 
benefit,  in  violation  of  the  trust  imposed  in  them,  '  voting  them- 
selves large  and  unreasonable  salaries'  and  doing  other  dishonest 
and  disreputable  things,  with  the  result  that  the  business  of  the 
company  was  largely  reduced,  and  its  stock  was  largely  depre- 
ciated in  value.  Not  one  of  the  allegations  of  collusion  or  con- 
spiracy or  fraud  has  been  shown  to  be  true.  It  is  due  to  these 
defendants  to  say  that  the  proofs  utterly  fail  to  show  any  con- 
certed action  on  their  part,  or  any  plan  or  scheme  conceived 
or  contrived  by  them,  or  any  false  representations  or  fraud,  or 
any  possession  or  control  by  them  of  the  directors  of  the  Bank- 
ers' Company,  or  any  misuse  or  abuse  of  the  voting  power,  or 
any  other  misconduct  or  violation  or  neglect  of  duty,  either  as 
voting  trustees,  or  as  officials  of  the  company.  Nor,  am  I  able 
to  discover  anything  in  the  record  before  me,  which  will  per- 
mit of  finding  that  any  misfortune  that  may  have  overtaken  the 
Bankers'  Life  Insurance  Company  —  any  decrease  of  business  oy 
loss  of  surplus,  or  shrinkage  in  the  value  of  its  stock  —  is  prop- 
erly or  fairly  chargeable  to  these  voting  trustees,  either  directly, 
by  reason  of  their  own  acts  or  omissions,  or  indirectly  through  any 
unfitness  or  incompetency,  or  infidelity  or  negligence  or  other 
defect,  moral,  mental  or  physical,  of  the  direct-ors  they  selected 
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and  elected  to  manage  the  company's  affairs.  It  is  plain,  I 
think,  that  if  relief  is  granted  to  the  plaintiif  in  said  action  it 
must  be  for  some  other  reason  than  fraud  or  other  misconduct  on 
the  part  of  the  defendants. 

"  ISTo  other  ground  of  action  is  set  forth  in  the  complaint  unless 
it  be  as  alleged  in  the  tenth  paragraph,  that  '  there  was  no  con- 
sideration paid  or  given  for  the  execution '  of  the  voting  trust 
agreement.  My  opinion  is  that  the  proofs  disclose  an  abundant 
consideration.  The  facts  appear  to  be  as  follov?s:  On  Novem- 
ber 8,  1902,  the  option  agreement,  as  it  is  called,  was  entered 
into  between  Charles  H.  Eancher  and  the  defendant  Voorhees. 
Fancher  owned  125  shares  covered  by  the  option,  the  other  501 
shares  were  owned  by  Demarest.  The  price  to  be  paid  by  Voor- 
hees was  $300  a  share,  amounting  to  $187,800.  Of  this  sum 
$30,000  was  paid  on  the  signing  of  the  agreement.  As  to  the 
balance  the  agreement  provided  that  $82,000  should  be  paid 
within  ninety  days  thereafter,  and  that  Faucher  should  procure  a 
loan  for  Voorhees  of  not  more  than  $75,000, '  with  which  to  make 
up  and  pay  the  sum  remaining  due,  such  loan  not  to  extend  be- 
y^ond  a  period  of  four  months  fronf  the  time  of  making  such  loan, 
and  the  stock  to  be  deposited  as  collateral  for  the  payment 
thereof;'  and  it  is  expressly  agreed,  that  in  case  Voorhees  should 
not  complete  the  purchase  of  said  stock  according  to  the  terms 
of  the  option,  the  $30,000  should  be  forfeited  —  the  agreement 
declared  that  it  was  paid  '  as  the  purchase  price  of  the  option 
hereinbefore  given ' — to  be  applied  however,  as  a  payment  on  ac- 
count in  case  the  purchase  was  completed.  On  the  same  day  (No- 
vember 8th),  Voorhees  executed  and  delivered  to  the  plaintiff,  a 
writing  over  his  hand  and  seal,  in  which  he  declared  that  he  had 
procured  the  option  for  the  benefit  of  the  said  Knickerbocker  In- 
vestment Company,  and  that  it,  said  company,  upon  compliance 
with  the  terms  of  said  Option,  will  be  entitled  to  have  said  stock 
transferred  to  it.'  i^t  a  meeting  held  on  the  21st  of  November, 
1902,  the  stockholder  j  of  the  Knickerbocker  Company  voted  with- 
out dissent  to  tak6  over  the  option  and  purchase  the  626  shares 
of  stock  for  $187,000,  the  directors  of  the  Bankers'  Life  Insur- 
ance Company  wero  so  disturbed  by  the  proposed  transfer  of  a 
controlling  interest  in  the  stock  to  outside  parties,  that  on  the  13th 
of  December  they  adopted  a  resolution  by  which  they  '  placed 
themselves  on  record  as'  unalterably  opposed  to  the  consummation 
pf  this  option  for  the  transfer  of  the  coflitrol  of  the  capital  stock 
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of  this  company  mto  the  hands  of  Governor  Yoorhees  or  anybody 
else  of  whom  we  have  had  no  previous  knowledge.'  And  by  which 
they  instructed  the  counsel  of  the  company,  '  to  take  such'  steps  as 
may  be  necessary  to  protect  the  interests  of  the  company  in  this 
matter.  This  action  of  the  Board  was  communicated  to  the  Knick- 
erbocker Investment  Company  and  to  Governor  Voorhees.  It  was 
not  claimed,  as  I  understand  it,  that  Fancher  and  Demarest  were 
not  at  liberty  to  dispose  of  their  stock  to  any  party  and  upon  any 
terms  they  pleased,  or  that  there  was  any  legal  ground  upon  which 
the  Bankers'  Company  could  prevent  the  acquisition  of  the  stock 
by  the  Investment  Company;  and  it  may  fairly  be  assumed  that 
the  Investment  Company  would  have  paid  no  heed  to  the  Bankers' 
Company's  resolution  or  protest  to  Demarest,  who  was  a  director 
of  that  company,  and  who  had  not  signed  the  option  agreement, 
had  not  given  notice  that  he  would  not  carry  out  the  option  and 
deliver  his  stock  unless  matters  were  arranged  to  the  satisfaction 
of  the  Bankers'  Company.  It  was  during  the  negotiations  that  fol- 
lowed that  the  voting  trust  was  suggested  as  a  solvent  of  the  situa- 
tion. Meantime,  a,pplication  had  been  made  by  the  Investment 
Company  to  Fancher,  for  a  loan  of  $15,000  in  addition  to  the  loan 
of  $75,000,  which  in  the  option  agreement  Fancher  had  engaged 
to  procure  for  use  in  making  the  final  payment  on  the  stock.  The 
results  were  as  follows :  Fancher  had  agreed  to  maike  an  additional 
loan;  and  on  December  27th,  1902,  an  agreement  was  entered  into 
between  him  and  the  Investment  Company,  which  recited  the  op- 
tion of  November  8th,  and  the  deposit  of  626  shares  in  escrow 
with  the  Irving  National  Bank,  and  the  assignment  of  the  option 
by  Voorhees  to-  the  Investment  Company,  and  that  '  the  parties 
hereto  deem  it  for  their  interest  that  a  voting  trust  be  created, 
and  the  voting  power  on  said  626  shares  of  stock  .  ^.  .  be 
lodged  with  voting  trustees,'  and  that  '  the  party  of  the  first  part 
has  agreed  to  procure  a  loan  to  the  party  of  the  second  of  the  sum 
of  $15,000,  in  addition  to  said  sum  of  $75,000,  as  agreed  upon  in 
the  original  option,'  and  by  which,  '  in  consideration  of  the  prem- 
ises, etc.,  the  Investment  Company  agreed  to  delivei  and  Fancher 
agreed  to  accept,  as  a  security  for  said  loan,  and  in  lieu  of  the  said 
shares  of  stock  '  stock  trust  certificates  to  be  issued  by  the  voting 
trustees  appointed  under  the  deed  of  trust,  now  being  arranged 
between  committees  of  the  party  of  the  second  part  (the  Invest- 
ment Company)  and  said  insurance  company  (the  Bankers'  Lifel. 
On  the  same  day  upon  receipt  of  communications, '  from  the  repre- 
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sentatives  of  the  Bankers'  Life  Insurance  Company,  and  the  liiak- 
ers  of  the  option  held  by  the  Hon.  Foster  M.  Voorhees  on  behalf 
of  this  company'  the  directors  of  the  Knickerbocker  Investment 
Company  adopted  the  following  resolution: 

"  Resolved,  That  the  amendments  to  the  aforesaid  option, 
whereby  the  amount  agreed  to  be  loaned  upon  the  stock  of 
th(!  Bankers'  Life  Insurance  Company,  according  to  the  terms 
thereof,  was  increased  from  $75,000  for  four  months  to  $90,000, 
as  follows :  $10,000  for  thirty  days  and  $80,000  for  four  months, 
upon  condition  that  the  stock  in  the  Bankers'  Life  Insurance  Com- 
pany of  the  City  of  New  York  so  to  be  purchased  and  transferred, 
when  transferred  to  this  company  shall  immediately  be  retrans- 
ferred  to  three  voting  trustees,  according  to  the  terms  of  the 
agreement  submitted  as  aforesaid,  and  to  receive  stock  certifi- 
cates, be  accepted  by  this  company  in  lieu  of  the  option  as  orig- 
inally given  and  accepted;  '  and  the  officers  of  the  Investment 
Company  were  authorized  and  directed  to  execute  on  behalf  of 
the  company  the  voting  trust  agreement,  upon  condition  that  tha 
names  of  the  following  persons  be  inserted  in  said  agreement,  as 
the  voting  trustees  provided  for  therein:  William  Scherer,  Ed- 
ward C.  Stokes  and  Foster  M.  Voorhees.'  On  the  preceding  day 
(December  26th),  the  directors  of  the  Banker's  Life  Insurance 
(/ompany  acted  upon  and  adopted  the  report  of  the  Special  Com- 
mittee previously  appointed,  which  recommended  '  that  a  Voting 
Trust  be  created  for  three  members,  one  such  voting  trus- 
tee to  be  selected  by  the  present  Board  of  Directors  of  this  com- 
pany as  representing  the  owners  of  the  minority  of  the  capital 
stock  of  the  company;  one  to  be  selected  by  the  owner  of  said 
option  for  the  purchase  of  the  majority  of  the  stock,  as  represent- 
ing the  holders  of  the  majority  of  said  stock;  and  the  third  voting 
trustee  to  be  the  choice  of  those  two;'  and  William  Scherer  was 
desigaated  as  the  voting  trustee  of  the  minority  of  the  stock.  The 
matter  was  closed  upon  these  terms.  Demarest's  opposition  was 
vrithdrawn;  the  Investment  Company  became  the  owner  of  the 
stock;  it  designated  Defendant  Voorhees  as  its  voting  trustee; 
the  voting  trust  agreement  was  executed,  and  trust  certificates 
were  issued  by  the  voting  trustees,  and  deposited  as  a  security  for 
the  loan  made  to  the  Investment  Company,  by  aid  of  which  it 
completed  the  purchase  of  the  shares.  The  facts  narrated  show 
ample  consideration  to  support  the  voting  trust  agreement.  Under 
the  amended  option  agreement  the  plaintiff  acquired  title  to  the 
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stock,  '  upon  condition  '  that  it  should  be  immediately  transfei-reil 
to  three  voting  trustees  according  to  the  terms  of  the  agreement, 
which  it  is  sought  in  this  action  to  avoid  and  annul.  The  in- 
creased loan  of  $15,000  to  the  plaintiff  was  made  or  procured  by 
Fancher  upon  the  some  condition." 

Then  follov7s  a  consideration  of  the  questions  of  law  with  refer- 
ence to  the  consideration  being  a  valuable  one  and  to  the  validity 
of  the  voting-trust  agreement  under  the  law  of  New  Jersey,  with 
citations  of  authority  upon  that  point.  The  conclusion  of  the 
learned  referee  is:  "My  judgment  is  that  the. complaint  should 
be  dismissed." 

Q.  Now,  in  the  spring  of  this  year,  did  you,  with  other  direc- 
tors of  the  Knickerbocker  Investment  Company,  form  a  company 
known  as  the  Manhattan  Bond  and  Underwriting  Company?  A. 
Yes,  sir. 

Q.  And  that  company  was  formed  under  the  laws  of  the  State 
of  New  York?    A.  Yes,  sir. 

Q.  Did  that  company  take  over  $35,000  of  the  obligation  of 
the  Knickerbocker  Investment  Company?    A.  Yes,  sir. 

Q.  And  does  that  company  hold  as  security  something  over  five 
hundred  shares  of  the  voting  trust  certificates  representing  the 
stock  of  the  Bankers'  Life  Insurance  Company?    A.  Yes,  sir. 

Q.  Did  the  Manhattan  Company  issue  a  bond  in  exchange  for 
the  stock  of  the  Knickerbocker  Investment  Company  ?  A.  ■  Yes, 
sir. 

Q.  Is  this  the  form  of  the  bond  (showing  witness  paper)?  A. 
1  should  say  so — ^yes,  sir.  Of  course^  I  assume  you  have  made  a 
copy  of  it. 

Q.  You  and  Mr.  Van  Schaick  own  practically  all  of  the  stock 
of  the  Manhattan  Company?    A.  Yes,  sir. 

Q.  So  that  the  Manhattan  Company  now  stands  in  place  as  a 
technical  corporation  of  you  and  Mr.  Van  Schaick  as  the  creditor 
of  the  Knickerbocker  Investment  Company  holding  the  majority 
of  the  Bankers'  Life  Insurance.  Company's  stock  as  collateral — • 
that  is,  subject  to  the  voting  trust?  A.  I  suppose  we  will  draw 
— that  would  'be  the  natural  conclusion. 

Q.  Has  this  decision  been  appealed  from  of  Hamilton  Odell? 
A.  I  believe  so. 

Q.  Through  the  issue  of  these  bonds  of  the  Manhattan  Com- 
pany to  the  Knickerbocker  Investment  Company  has  the  Manhat- 
tan Company  acquired  a  majority  of  the  stock  of  the  Knicker- 
bocker Investment  Company  ?     A.  Yes,  sir, 
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Q.  So  that  the  Manhattan  Company  is  the  owner  of  the  ma- 
jority of  the  stock  of  its  own  debtor  on  the  $35,000  loan?  A. 
Yes,  sir. 

MR.  HUGHES :  The  form  of  the  bond  of  the  Manhattan  Com- 
pany I  will  have  marked  in  evidence  and  introduced  at  this  place. 

(Paper  marked  Exhibit  No.  761.) 

Q.  Was  the  Manhattan  Company  organized  for  the  purpose  of 
obtaining  control  of  the  Knickerbocker  Investment  Company  and 
through  that  the  control  of  the  Bankers'  Life?    A.  Yes,  sir. 

Q.  Following  that  organization  was  there  a  suit  brought  in  the 
State  of  New  Jersey '5    A.  I  believe  so — yes,  sir. 

Q.  Is  there  a  suit  now  pending  there  ?    A.  ISTo,  sir. 

Q.  When  was  it  discontinued?  A.  Within  two  weeks  after  it 
was  brought. 

Q.  Abandoned  ?    A.  Well^  it  was  dismissed. 

Q.  Who  brought  the  suit?  A.  I  believe  it  was  brought  by 
Howard  Stokes. 

Q.  It  was  brought  on  behalf  of  the  minority  interest  of  the 
Knickerbocker  Investment  Company  ?    A.  Well,  perhaps  so. 

Q.  Against  yourself  and  Mr.  Fisk  in  the  Manhattan  Company  ? 
A.  I  think  so. 

Q.  Now,  was"  a  preliminary  receiver  appointed  ?     A.  Yes,  sir. 

Q.  And  then  the  suit  was  dismissed  upon  an  arrangement 
changing  somewhat  the  plan  which  had  been  formulated?  A. 
Well,  sir,  I  don't  know  about  that.  I  understood  the  suit  was 
dismissed  on  an  argument  in  court. 

Q.  Was  there  an  arrangement  made  by  which  the  obligations  of 
the  Knickerbocker  held  by  the  Manhattan  were  changed  to  time 
loans  which  should  not  mature  until  the  expiration  of  the  voting 
trust  ?    A.  Yes,  sir. 

Q.  And  in  consideration  of  that  which  made  it  impossible  for 
the  Manhattan  Life  to  sell  out  the  collateral  prior  to  the  expiration 
of  the  voting  trust  the  legal  proceedings  in  New  Jersey  were  with- 
drawn ?  A.  Yes,  I  presume  that  may  be  so ;  I  don't  know ;  the 
legal  proceedings  were  terminated  and  the  receiver  was  dismissed 
and  that  was  one  of  the  things  that  transpired,  but  whether  that 
was  the  reason  for  It  I  don't  know. 

Q.  Then  the  $35,000  against  which  a  majority  of  the  voting 
trust  certificates  representing  the  stock  of  the  Bankers'  Life  In- 
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surance  Company  stands  as  collateral  is  now  in  the  shape  of  a 
time  loan?    A.  Yes,  sir. 

Q.  Maturing  at  the  expiration  of  the  voting  trust?  A.  YeS, 
sir. 

Q.  Through  the  Manhattan  controlling  the  Knickerbocker 
Trust- Company  and  through  your  control  with  Mr.  Van  Schaick 
of  the  Manhattan  Company  you  are  in  a  position  to  default  upon 
that  loan  of,  $35,000  and  have  the  collateral  sold  out,  if  you  so 
desire?     A.  I  do  not  so  understand  it. 

Q.  In  other  words  you  control  the  debtor  and  therefore  the 
payment  of  the  obligation  ?  Mr.  Van  Schaick  says  there  is  a  pro- 
vision in  the  loan  that  the  collateral  shall  not  be  sold  out,  save 
upon  fair  notice  and  notice  to  every  stockholder  of  the  Knicker- 
bocker Investment  Company.  Was  that  put  in  as  a  part  of  the 
disposition  of  the  suit? 

ME.  VAN  SCHAICK:   Why,  yes. 

MR.  HUGHES:  A  suggestion  of  the  court? 

MR.  VAN  SCHAICK:  It  was  a  suggestion  of  ourselves  which 
the  court  availed  itself  of. 

Q.  So  that  to  sum  up  the  situation  of  the  Bankers'  Life  Insur- 
ance Company,  its  stock  is  held  by  voting  trustees  who  up  to 
date  have  been  confirmed  in  their  position  by  the  court  and  the 
voting  trust  expires  about  1907? 

MR.  VAN  SCHAICK:  Yes. 

Q.  The  majority  of  the  voting  trust  certificates  are  owned  by 
the  Knickerbocker  Investment  Company? 

THE  WITNESS:  That  is  right. 

Q.  A  majority  of  the  voting  trust  certifioatea  owned  by  the 
Knickerbocker  Investment  Company  is  pledged  with  the  Manhat- 
tan Bond  and  Underwriting  Company?    A.  Yes 

Q.  The  Manhattan  Bond  and  Underwriting  Company  owns  a 
majority  of  the  stock  of  the  Knickerbocker  Investment  Company? 
A.  Yes,  sir. 

Q.  And  you  a!nd  Mr.  Van  Schaick  own  practically  all  cH  the 
stock  of  the  Manhattan  Bond  and  Underwriting  Company?  A. 
That  is  right. 
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Q.  When  you  originally  planned  tlie  organization  of  the  Life 
Association  of  America  you  issued  a  prospectus,  didn't  you?  A. 
Issued  a  good  many. 

Q.  Is  that  one  of  them  (showing  witness  paper)?  A.  This  is 
one  of  them,  yes,  sir. 

ME.  HUGHES:   I  offer  it  in  evidence^ 

(Paper  marked  Exhibit  Y62  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Now,  did  you  send  out  with  this  prospectus  or  at  any  time 
did  you  give  to  persons  illustrations  of  returns  to  the  investors? 
A.  Yes,  sometimes. 

Q.  Is  this  one  of  them  that  I  now  show  you?  A.  ITo,  sir,  I 
did  not  make  that.  Some  of  our  agents  made  that  and  sent  it  out. 
They  made  out  their  own  estimates  on  those  things  and  that  is 
made  out  by  some  agent    I  don't  know  as  I  ever  saw  it  before. 

MK.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  763  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  ]Srow,  did  the  agents  have  the  stock  or  rather  the  subscrip- 
tion Uanks  or  whatever  were  used  in  obtaining  subscriptions?  A. 
I  don't  think  so. 

Q.  How  were  the  subscriptions  obtained?  A.  When  they  got 
an  application  for  insurance  and  when  that  was  issued  the  mail 
sent  his  check  for  the  stock,  the  stock  was  deposited  in  the  North 
American  Trust  Company  and  a  certificate  calling  for  the  stock 
was  issued  and  endorsed  by  the  North  American  Trust  Company. 
When  that  was  returned  to  the  company  tbe  stock  was  issued  and 
that  was  taken  up. 

Q.  So  the  matter  of  obtaining  investment  in  the  stock  was 
put  in  the  hands  of  agents  very  largely  ?     A.  Oh,  yes,  yes,  sir. 

Q.  What  was  this  cash  commission  contract  $2,000  that  is  esti- 
mated? A.  That  is  on  the  original  charter  members  we  made  a 
contract  with  them  that  they  would  be  e«ititled  to  one  per  cent,  of 
"the  premiums  on  the  business  done  in  the  State  of  New  York  and 
that  is  what  they  estimated  that  would  be  in  ten  years,  to  those 
that  were  surviving  at  the  end  of  the  time.  That  was  the  tentine 
contract. 

Q.  One  per  cent,  commission?     A.  Yes,  sir. 
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Q.  How  long  was  that  maintained?  A.  That  is  maintained 
now. 

Q.  Is  that  in  force  now  ?  A.  That  is  in  force  now.  We  can- 
not abrogate  those  contracts;  we  took  them  over. 

Q.  How  many  of  your  policyholders  share  in  that  commission  ? 
A.  I  should  think  about  150. 

Q.  What  proportion  of  your  business  is  within  the  State  of 
New  York  ?     A.  A  great  majority  of  it — two-thirds  of  it. 

Q.  Where  does  the  commission  to  these  policyholders  appear  in 
your  report  ?  A.  It  does  not  appear  there;  it  is  not  payable  until 
the  end  of  ten  years. 

Q.  You  -do  not  treat  it  as  a  liability  then  ?     A.  JSTo,  sir. 

Q.  Is  the  Insurance  Department  familiar  with  that  arrange- 
ment made  with  policyholders  ?     A.  Undoubtedly. 

Q.  Have  you  had  any  interviews  with  anyone  from  the  Depart- 
ment in  regard  to  it?  A.  We  consulted  them"  about  everything 
and  I  think  about  that  also;  I  don't  know. 

Q.  They  have  never  suggested  you  should  charge  yourselves 
with  that  as  a  liability  ?     A.  ISTo,  sir. 

Q.  Do  you  keep  any  account  of  it  in  your  books?     A.  No,  sir. 

THE  CHAIKMAN:  How  much  is  it  estimated  at? 

ME.  HUGHES :  It  is  estimated  in  the  case  of  a  five  thousand 
dollar  policy  in  the  illustration  I  have  here  to  amount  to  $2,000 
at  the  end  of  ten  years,  one  per  cent,  of  the  gross  premiums. 

THE  WITNESS:  Yes,  sir,  one  per  cent,  of  the  gross  premiums. 

Q.  One  per  cent,  of  the  gross  premiums  to  be  divided  among 
the  policyholders  surviving  the  period  and  that  is  one  per  cent, 
of  the  gross  premiums  beginning  with  what  time?  A.  Beginning 
of  the  company. 

Q.  That  is  as  a  stock  company?  A.  That  is  the  Mutual  Com- 
pany. 

Q.  It  meant  I  suppose  last  year  $1,855  ?     A.  Yes,  sir. 

BYMK.  SCOTT: 

Q.  There  is  no  way  of  computing  the  amount  of  liability  be- 
cause you  cannot  determine  the  number  who  will  survive?  A. 
You  cannot  tell  the  amount  until  the  end  of  the  term.  It  only 
belongs  to  the  survivors. 
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BYMK.  rrUGHES: 

Q.  If  there  are  no  stiryivors  there  'will  be  nothing  paid?  A. 
Nothii)g  paid. 

Q.  How  is  this  amount  of  $2,000  arrived  at  here  ?  A.  I  don't 
know.  The  agent  who  sent  that  statement  out  arrived  at  it  in 
bis  own  way.  I  suppose  he  estimated  we  would  write  $25,000,000 
ill  the  time  specified. 

Q.-  Later  on  there  was  a  good  deal  of  dissatisfaction  with  those 
who  had  agreed  to  take  stock,  was  there  ?     A.  No,  sir. 

Q.  Didn't  a  good  many  withdraw  from  the  plan  i  A.  No,  sir, 
none  of  them. 

Q.  None  of  them  who  originally  agreed  to  take  stock  ?  A.  No, 
sir,  no  one. 

Q.  Didn't  you  return  the  money  te  several  ?     A.  No,  sir. 

Q.  I  mean  by  you  the  company?  A.  No,  sir.  They  were 
always  glad  to  get  the  sj;ock. 

MK.  HUGHES :   That  is  all,  Mr.  Townsley. 

JOHN  TATLOCK,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MK.  HUGHES : 

Q.  ilr.  Tatlock,  you  are  the  president  of  the  Washington  Life 
Insurance  Company  ?     A.  Yes,  sir. 

Q.  How  long  have  you  been  president  of  that  company  ?  A.  I 
w;is  elected  on  December  30,  1904. 

Q.  Were  you  previous  to  that  in  the  insurance  business  ?  A. 
Y"es,  sir,  for  twenty  years. 

Q.  In  connection  with  what  company?  A.  With  the  Mutual 
Life. 

Q.  In  what  capacity  did  you  aerve  that  company?  A.  For 
nearly  sixteen  years  I  was  assistant  actuary  of  the  Mutual  Life. 

Q.   Eor  sixteen  years  prior  to  your  leaving  it?     A.  Yes,  sir. 

(Handing  witness  book). 

Q.  Is  tliis  the  charter  of  the  Washington  Li-fe  Insurance  Com- 
pany?    A.  Yes,  sir. 

Q.  The  Washington  Life  Insurance  Company  was  incorporated 
in  January,  1860,  Act  of  June  24,  1853,  providing  for  the  incor- 
poration of  life  and  health  insurance  companies?    A.  Y"es,  sir. 
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MR.  HUGHES:    I  will  read  from  the  charter  the  following 

])rovision : 

Article  3.  Section  2.  Amended  1863  to  read  as  follows.: 

The  insurance  business  of  the  company  shall  be  conducted  upon 
the  principle  of  giving  to  policyholders  an  interest  in  the  profits 
of  the  company  as  hereinafter  provided,  unless  otherwise  expressly 
agreed  between  the  company  and  the  assured. 

Article  7.  Section  1.  The  amount  of  the  capital  stock  of  the 
company  shall  be  $125,000,  divid.ed  into  shares  of  $50  each, 
which-  shall  be  personal  property  and  transferable  on  the  books 
of  the  company  according  to  the  law  of  the  by-laws  of  the  company. 

Section  2,  amended  1863  to  read  as  follows:  The  policyhold- 
ers of  the  said  capital  stock  shall  be  entitled  to  a  semi-annual  net 
dividend  out  of  the  earnings  of  the  company  of,  but  not  exceeding, 
three  and  one-half  per  cent,  on  the  amount  of  stock  held  by  them 
respectively,  payable  on  and  after  the  first  day  of  February  and 
August  in  every  year,  without  deduction,  said  payment  commenc- 
ing with  the  1st  day  of  August,  1863. 

Section  4.  The  Board  of  Directors  shall  have  power,  in  its  dis- 
cretion, to  increase  the  capital  stock  of  the  company  to  an  amount 
not  exceeding  five  hundred  thousand  dollars,  and  for  that  purpose 
to  provide  by  resolution  for  the  subscription  and  issue  of  addi- 
tional stock  to  an  amount  not  exceeding  $75,000  in  like  shares  of 
fifty  dollars  each,  payable  in  cash. 

Article  8.  Section  1,  amended  1863  to  read  as  follows:  The 
company  within  sixty  days  next  after  the  expiration  of  five 
years  from  the  1st  day  of  Januai-y,  1861,  and  within  the  first 
sixty  days  next  after  the  expiration  of  every  subsequent  period  of 
five  years,  shall  cause  a  general  statement  to  be  made  of  the 
affairs  of  the  company,  which  shall  exhibit  the  amount  of  the 
then  remaining  net  profits  of  the  company  after  allowing  a  suf- 
fi  ient  amoimt  to  reinsure  all  outstanding  risks,  and  to  cover 
all  other  obligations.  The  whole  amount  of  the  net  profits  so  as- 
certained as  above  provided  shall  be  credited  to  the  account  of 
the  policyholders  entitled  to  participate  in  the  profits  which  shall 
be  apportioned  among  them  and  paid  or  applied  in  such  manner 
nr  at  such  time  as  the  Board  of  Directors  may  deem  equitable  and 
from  time  to  time  provide. 

Q.  Has  the  capital  stock  of  the  company  been  increased?  A. 
Yes  it  has  been  increased  to  five  hundred  thousand  dollars 
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Q.  When  was  the  increase  made?  A.  As  of  December  29, 
1904 — ^December  30. 

Q.  And  ratified  by  the  stockholders?  A.  Later  on,  Febi'uary 
3,  1905. 

Q.  These  are  the  present  by-laws  of  your  company?  A.  Yes, 
sir. 

'Q.  Adopted  at  what  time?    A.  April  18,  1905. 

MR.  HUGHES:     I  will  read  from  the  by-laws  the  following: 

Article  2.  At  each  annual  meeting  for  the  election  of  president 
aind  vice-president  the  following  standing  committees  shall  be  ap- 
pointed by  the  president,  subject  to  the  approval  of  the  board, 
and  they  shall  hold  office  until  their  successors  are  appointed. 

1st.  An  executive  cormnittee,  to  consist  of  nine  members,  in-  • 
eluding  the  president. 

2d.  A  finance  committee  to  consist  of  seven  members,  including 
the  president. 

3d.  An  insurance  committee  to  consist  of  eight  members,  in- 
cluding the  president. 

4th.  An  auditing  committee  to'  consist  of  four  members. 

A  majority  of  any  committee  shall  be  a  quorum  for  the  trans- 
action of  business. 

Regular  minutes  of  the  proceedings  and  resolutions  of  the  stand- 
ing committee  shall  be  kept  in  books  provided  for  that  purpose 
and  shall  be  read  at  the  next  stated  meeeting  of  the  directors  when 
called  for.  Every  report  of  a  standing  committee  not  entered  on 
the  minutes  shall  be  in  writing,  and  signed  by  the  members  of 
the  committee  assenting  thereto. 

All  standing  committees  shall  convene  on  the  call  of  the  presi- 
dent. 

Article  3.  Executive  committee.  It  shall  be  the  duty  of  the 
executive  committee  to  fix  and  regulate  all  salaries  and  fees  of 
the  officers,  directors  and  employees  at  the  home  office  of  the  com- 
pany, subject  to  the  approval  of  the  board.  To  take  cognizance 
of  any  business  which  may  be  referred  to  them  by  the  president, 
and  generally  to  advise  and  consult  with  him  on  all  matters  not 
specially  confided  to  the  other  committees. 

Article  4.  Finance  Committee.  It  shall  be  the  duty  of  the 
finance  committee  to  superintend  the  finances  and  investmej)ts  of 
the  company,  and  to  consult  and  advise  with  the  president  on  all 
matters  connected  with  the  finances  of  the  corporation.     Tlie 
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finance  committee  shall  require  from  sucli  of  the  officers  and  em- 
ployees of  the  company  as  in  its  discretion  may  seem  advisahle, 
proper  bonds  with  surety  for  the  faithful  performance  of  the  pre- 
scribed duties  of  such  officers  and  employees. 

Article  5.  Insurance  Committee.  It  shall  be  the  duty  of  the 
insurance  committee  to  receive  and  pass  upon  all  recommenda- 
tions of  the  president  in  regard  to  rates  of  premium,  forms  of 
policy  contracts,  agency  contracts,  and  such  changes  or  modi- 
fications in  the  agency  system  of  the  company  as  may  be  re- 
ferred to  the  committee  by  the  president.  In  November  of 
each  year  the  insurance  committee  shall  receive  a  report  from 
the  president  and  the  actuary  on  the  amount  of  surplus  vfhich 
may  be  apportioned  to  participating  policyholders  during  the  en- 
suing calendar  year,  and  shall  report  to  the  board  its  recommenda- 
tions in  regard  thereto. 

Article  6.  Auditing  Committee.  The  auditing  committee- shall 
meet  twice  in  each  year  in  conjunction  with  a  professional  ac- 
countant or  audit  company,  examine  the  books,  accounts  and  securi- 
ties of  the  company  and  report  thereon  to  the  board. 

Article  7.  Officers.  The  officers  of  this  company  who  shall  be 
elected  by  the  board  shall  consist  of  the  president,  vice-president, 
second  vice-president  and  secretary,  and  the  board  may  appoint 
an  actuary  and  medical  director,  auditor,  treasurer  and  attorney' 
and  such  other  officers  or  assistants  as  may  from  time  to  time  be 
required.  The  first  four  officers  mentioned  in  this  article  shall  be- 
known  as  executive  officers. 

Article  16.  No  policy  shall  be  issued  on  any  single  life  for  a 
preater  sum  than  fifty  thousand  dollars,  but  a  policy  for  that 
amount  of  which  the  commuted  value  may  exceed  that  sum  may 
be  issued. 

Q.  There  is  no  provision  in  your  company  for  voting  by  the 
policyholders?    A.  'No,  sir. 

Q.  Who  are  the  present  executive  officers  of  your  company? 
A.  The  president;  Hon.  Charles  H.  Allen,  vice-president;  Ht. 
T.  T.  Johnson,  second  vice-president;  Mr.  J.  B.  W.  Vandewater, 
secretary. 

Q.  Were  any  of  these  officers  connected  with  the  company 
prior  to  1904?  A.  Mr.  Vandewater  has  been  connected  with  the 
company  for  a  great  many  years,  but  not  in  an  official  capacity 
until  this  fall. 

Q.  When  were  the  new  officers  elected  or  chosen?     A.  I  was 
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elected  president  on  December  30,  1904,  and  then  after  meeting 
on  tHe  second  Tuesday  in  April,  1905,  was  re-elected  in  accord- 
ance with  the  charter  and  by-laws  and  Mr.  Allen  was  elected 
vice-president  at  the  same  time.  Mr.  Johnson,  I  think,  was  elected 
second  vice-president  on  the  same  date,  and  Mr.  Vandewater  was 
elected  secretary  on  the  third  Tuesday  in  October,  1905.  I  have 
forgotten  the  exact  day  of  the  month. 

Q.  Have  you  a  list  of  the  present  directors  of  your  company? 
A.  Yes. 

Q.  This  is  a  correct  list?  A.  Well,  there  are  three  names  there 
who  are  not  now  directors. 

Q.  Will  you  check  them  off?  A.  Yes,  sir.  Judge  O'Brien,  Mr. 
Root  and  Mr.  Thomson. 

MR.  HUGHES :  The  present  force,  then,  is  as  follows:  Charles 
H.  Allen,  Dumont  Clarke,  Samuel  B.  Clarke,  Samuel  P.  Colt, 
Charles  F.  Cutler,  Charles  D.  Dickey,  H.  Ward  Ford,  George  M. 
Hard,  G.  G.  Haven,  Levi  P.  Morton,  James  A.  Parker,  Winthrop 
Rutherford,  Thomas  F.  Ryan,  Valentine  P.  Snyder,  William  A. 
Street,  John  Tatlock,  E.  B.  Thomas,  Harry  Payne  Whitney. 

THE  WITNESS:  There  is  one  addition  to  be  made  to  that,  sir. 
Mr.  William  Corcoran  Eustis. 

Q.  And  there  are  two  vacancies  in  the  board  ?  A.  There  are 
two  vacancies  in  the  board. 

Q.  Is  Charles  H.  Allen  connected  with  any  other  company? 
A.  He  is  vice-president  of  the  Morton  Trust  Company. 

Q.  And  he  is  the  vice-president  of  your  company?  A.  Yes, 
sir. 

Q.  Mr.  Theodore  T.  Johnson,  is  he  connected  with  any  other 
company?    A.  No,  sir. 

Q.  He  is  second  vice-president  of  your  company?  A.  He  is 
second  vice-president  of  our  company.  ^ 

Q.  Are  you  connected  now  with  any  other  company  ?  A.  No, 
sir. 

Q.  Who  are  the  members  of  your  executive  committee  ?  A.  May 
I  get  a  list  from  my  papers  ? 

(Book  handed  to  witness.) 

Levi  P.  Morton,  Mr.  Ryan,  Mr.  Whitney,  Governor  AUen,  Mr. 
Dickey,  Mr.  Rutherford.  Judge  O'Brien  and  Mr.  Root  were 
members,  but  are  no  longer  directors. 
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Q.  And  they  are  no  longer  connected  in  an  official  capacity  with 
the  company?    A.  iN'o,  sir. 

Q.  Who  are  the  members  of  the  finance  committee?  A.  Mr. 
^Morton,  Mr.  Eyan,  Mr.  Allen,  Mr.  Whitney,  Mr.  Haven  and  Mr. 
Rutherford,  and  the  president  ex-officio  under  the  ty-laws. 

Q.  Who  are  the  members  of  the  insurance  committee  ?  A.  Mr. 
Dumont  Clarke,  Mr,  Samuel  B.  Clarke,  Mr.  Oolt,  Mr.  Parker, 
Mr.  Cutler,  Mr.  Street  and  Mr.  Thomas. 

Q.  W^ho  are  the  members  of  the  Auditing  Committee  ?  A.  Mr. 
Eustis,  Mr.  Ford,  Mr.  Hard  and  Mr.  Snyder. 

Q.  Have  you  a  statement  of  the  salaries  paid  to  the  officers  of 
your  company  ?  A.  There  was  one  submitted  this  morning.  That 
is  it 

ME.  HUGHES :  I  offer"  it  in  evidence  and  read  it  upon  the 
record. 

(Paper  marked  Exhibit  No.  764.) 

Q.  Does  Mr.  Charles  H.  Allen,  your  vice-presidetit,  receive  a 

salary?    A.  No,  sir. 

Q.  The  new  officers  were  elected 

BY  THE  CHAIRMAN: 

Q.  As  a  matter  of  curiosity  I  would  like  to  know  why  $144 
was  added  to  those  salaries.  It  seems  strange.  A.  That  is  an  in- 
heritance of  a  long  standing  of  the  company^  by  which  every  em- 
ployee at  the  home  office  received  an  allowance  of  twelve  dollars 
a  month,  presumably  for  lunches. 

Q.  Then  the  president  does  not  eat  lunch,  I  take  it?  A.  Not 
officially  —  no,  sir. 

BY  MR.  HUGHES: 

Q.  That  practice  has  obtained  for  a  good  many  years  ?  A.  For  a 
great  many  years,  yes,  sir. 

Q.  The  election  of  the  new  officers  of  your  company  foJlo'VYe^ 
upon  an  examination  by  the  Insurance  Department,  the  results 
Df  which  are  shown  by  the  reports  of  December  29th,  1904  2  A. 
Yes,  sir. 

Q.  The  old  executive  officers  then  resigned;  at  about  the  same 
time  the  capital  stock  was   increased,   and  new  directors   were 
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elected  to  a  considerable  extent,  and  new  officers  chosen?    A.  Al- 
iQOst  entirely. 

Q.  The  reorganization  of  the  management,  in  other  words,  took 
place  at  the  end  of  1904?   A.  Yes,  sir. 

ME.  HUGHES:  I  now  offer  in  evidence  the  report  of  Isaac 
Vanderpoel,  chief  examiner  of  the  Insurance  Department,  under 
date  of  December  29th,  1904,  of  the  result  of  his  examination  of 
the  agents  of  tlie  AVashington  Life  Insurance  Company,  as  of 
November  30th,  1904. 

(Paper  marked  Exhibit  No.  765.) 

Mr.  Hughes  then  read  Exhibit  ISTo.  765. 

Q.  iS'ow,  it  was  because  of  that  report  that  the  old  manage- 
ment, and  the  officers  herein  referred  to  were  ousted,  and  you 
ivere  brought  from  the  Mutual  Life  to  become  president  of  the 
company,  and  the  capital  stock  was  increased  to  make  good  the 
impairment  caused  by  these  transactions?    A.  Yes. 

THE  CHAIKMAISr:   What  is  the  date  of  that  report? 

MK.  HUGHES:  Then  follows  the  affidavit  of  Mr.  Vanderpoel 
under  date  of  December  29th,  1904,  and  the  report  was  of  No- 
vember 30th,  1905. 

THE  OHAIEMAIST:  We  desire  to  take  a  recess. 

MK  HUGHES:  I  will  read  a  supplement  which  should  go 
with  this,  by  the  Superintendent  of  Insurance,  which  vdll  only 
take  a  moment: 

State  of  New  York. 
Insurance  Department. 
Albany,  January  21st,  1905. 

Since  the  date  of  the  foregoing  report  a  reorganization  of  the 
Washiagton  Life  Insurance  Company  has  been  instituted,  and 
is  now  (January,  1905),  being  effected. 

The  members  of  the  old  Board  of  Directors  have  offered  their 
resignations,  and  their  places  have  been  filled  by  men  promi- 
nent in  public  life  and  in  well  known  financial  institutions  in  New 
York  City,  v  The  former  president  of  the  company  has  resigned 
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his  office  and  the  executive  management  is  now  entrusted  to 
Mr.  John  Tatlock,  late  associate  actuary  of  the  Mutual  life  In- 
surance  Company  of  'New  York,  who  was  elected  president  on 
December  30th,  1904.  Further  radical  changes  in  the  manage- 
ment are  taking  place  to  the  end  that  approved  and  proper 
methods  of  administration  may  be  instituted  and  carried  out. 

The  capital  stock  has  been  increased  to  $500,000,  the  ne\f 
stock  being  paid  for  at  a  premium  of  15  per  cent,  and  the  com- 
pany now  possesses  a  surplus  to  policyholders  of  $575,316,  on  a 
rigid  and  conservative  basis  of  valuation  of  both  assets  and  lia- 
bilities. 

The  agency  department  of  the  company,  which  has  been  justly 
criticized  for  inefficient  and  extravagant  management  in  the 
past,  is  being  reorganized  on  the  basis  of  paying  only  for  re- 
sults, which  are  of  value  and  profitable  to  the  company  and 
essential  to  its  continuous  progress  along  safe  and  conservntivc 
lines. 

The  Department  is  satisfied  that  it  is  the  aim  of  the  new  man- 
agement to  conduct  all  the  branches  of  the  business  of  this  com- 
pany in  such  a  manner  as  to  fulfill  beyond  peradventure  the  cni;-' 
tracts  entered  into  with  its  policyholders  and  to  use  all  legiti- 
mate means  to  the  end  that  such  contracts  may  be  secured  by 
the  policyholders,  at  a  cost  to  themselves  fairly  comparable  with 
the  cost  of  insurance  In  other  approved '  companies.  The  De- 
partment can  state  that  the  new  management  engages  in  thf 
task  set  before  it  with  absolute  integrity  of  purpose  and  honesty 
in  method  and  procedure,  and  fully  believes  that  its  plans  anrl 
aims  will  result  in  maintaining  this  company  in  the  position  in 
which  the  forty-five  years  of  its  history  justly  entitles  it  to  be 
placed. 

(HENDRICKS,) 
Superintendent  of  Insurance. 

THE  CHAIEMAl^:  The  Committee  will  now  take  a  recess 
imtil  2.30  o'clock  sharp,  this  afternoon. 


AFTEENOON  SESSION. 
JOHN"  TATLOOK  resumed. 

BY  MR.  HUGHES: 

Q.  Mention  has  been  made  in  the  report  of  the  Chief  Ex- 
aminer of  the  Insurance  Department  which  has  been  read,  of  the 
method  by  which  the  company  prior. to  the  introduction  of  the 
new  management  withheld  policies  for  valuation  as  required 
by  law.  Are  we  to  understand  that  it  reported  in  December  as 
lapsed  which  in  January  were  insured  ?  A.  That  is  my  under- 
standing, sir. 

Q.  Yes;  so  that  it  practically  wrote  off  its  books  at  the  end 
of  the  year  for  the  purposes  of  its  report  a  large  number  of 
policies,  thus  escaping  a  liability  for  the  reserve  against  such 
policies,  and  then  shortly  after  the  beginning  of  the  year  re- 
stored the  insurance  ?    A.  So  I  understand. 

Q.  The  net  result  being  that  the  condition  of  the  company  to 
the  extent  that  the  liability  was  concealed  was  presented  erro- 
neously?   A.  Yes,  sir. 

Q.  I  should  be  glad  to  have  you  state  what  you  have  done 
as  president  or  the  new  management  has  done  with  reference 
to  a  change  of  the  methods  of  the  company?  A.  The  two  prin- 
cipal problems  that  presented  itself  to'  the  new  management  and 
in  which  the  charges  have  been  made  were  first  a  reform  in 
office  methods  and  practice  and  second  in  the  agency  field. 

-Q.  A  little  louder,  please.  A.  In  the  office  we  have  simply 
introduced  more  economical  methods  and  taken,  measures  to 
obtain  more  efficient  results  from  the  office  force. 

Q.  How  have  you  introduced  more  economical  methods?  A, 
Well,  by  introducing  what  might  be  called  modern  methods — 
businesslike  methods. 

Q.  What  are  they  precisely?  A.  Thers  had  been  a  large 
amount  of  duplication  of  work. 

Q.  You  mean  you  reduced  the  affice  staff?  A.  We  have  re- 
duced the  office  staff. 

Q.  In  what  ways  has  there  been  a  duplication  of  work?  A. 
Well,  in  matters  of  petty  detail  in  making  in  duplicate  and  tripli- 
cate records  which  were  of  no  use,  and  we  have  instituted  card 
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systems  in  place  of  registers  in  many  places  and  matters  of  that 
kind. 

Q.  To  what  extent  have  ybu  through  the  changes  in  salarie= 
and  the  changes  in  the  work  of  the  office  reduced  the  expenses 
of  the  company?  A.  The  office  expenses  of  the  company  for  'Hip 
first  nine  months  of  1905  were  over  $39,000  less  than  they  \\*erc 
in  1904,  due  to  more  economical  methods  and  increased  efficiency. 
It  is  proper,  I  think,  also  to  add  that  we  have  been  able  to  aggre- 
gate the  Avhole  office  force  on  one  floor,  instead  of  distributing  it 
in  various  parts  of  the  building,  as  it  was  before,  and  in  that 
way  added  indirectly  to  the  rental  of  the  building,  at  tke  same 
time  increased  the  efficiency  of  the  office  force  by  getting  it  nearer 
the  central  point. 

Q.  Is  that  included  in  your  estimate  of  saving  of  $39,000  ?  A. 
Oh,  no,  sir. 

Q.  That  is  separate  from  that  ?     A.  That  is  separate  from  that. 

Q.  What  gain  do  you  make  in  rental  space  ?  A.  About  $3,000. 

Q.  What  changes  have  you  made  with  reference  to  the  insur- 
ance or  rates  of  insurance?  A.  The  existing  rates  and  policy 
forms  have  been  continued  with  the  exception  of  one  or  two  forms 
that  the  new  management  considered  undesirable.  In  addition 
to  that,  on  September  1st  we  started  to  issue  all  standard  forms 
of  policies  on  reduced  rates  of  premiums,  both  on  participating  and 
non-participating  basis,  the  policies  being  much  simpler  in  form 
than  the  standard  forms  and  being  intended  for  life  insurance 
purposes  only. 

Q.  Have  you  a  report  of  the  insurance  committee  with  regard 
to  those  changes?    A.  Yes,  sir. 

Q.  Is  this  it  (showing  book  to  witness)  ?  A.  That  is  it — ^yes, 
sir. 

MR.  HUGHES :  I  will  read  it  in  evidence  from  the  minutes  of 
the  insurance  committee. 

"A  meeting  of  the  insurance  committee  of  the  Washington  Life 
Insurance  Company  was  held  at  the  office  of  the  company  Friday, 
September  1st,  1905,  at  12  o'clock,  noon.  Present,  Messrs.  Du- 
mont,  Clarke,  Street  and  Tatlock.  The  president  laid  before  the 
portion  of  the  committee  present  a  new  form  of  policy  which  it  is 
proposed  to  issue  at  a  reduced  schedule  of  premium  on  both  the 
participating  and  non-participating  plan,  this  new  form  being 
divested  of  various  options  which  have  become  so  prominent  a 
feature  of  life  insurance  contracts  and  being  intended  for  those 
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who  dfffiire  life  insurance  Jor  life  insurance  purposes  only.  After 
considerable  discu^ion  the  committee  approved  the  recommenda- 
tions of  the  prfesidtent  in  regard  to  the  adoption  of  this  new  form 
of  policy  and  also  approved  of  the  methods  of  advertisement  and 
by  circulars  sent  through  the  mails  through  which  mediums  it  is 
intended  to  bring  this  new  departure  to  the  attention  of  the 
public." 

Q.  Have  you  the  new  form  of  policy  here  ?  A.  I  regret  I  have 
not  a  specimen  of  it  here. 

Q.  Will  you  send  over  for  one  ?    A.  Yes,  sir. 

Q.  I  should  be  glad  to  have  you  send  over  for  one.  A.  Par- 
ticipating and  non-participating  both. 

Q.  While  we  are  waiting  for  the  policy  form,  you  might  state 
in  substance  the  nature  of  the  options  which  you  eliminate.  A. 
The  options  are  those  of  annual  cash  surrender  value,  and  of  a 
loan  value. 

Q.  Has  your  new  form  of  policy  no  cash  surrender  value  ? 
A.  It  has  a  cash  surrender  value  at  the  end  of  twenty  years  only. 

Q.  And  in  case  of  lapse,  in  the  meantime  there  is  no  sur- 
render value  ?    A.  Except  in  the  form  of  paid  up  insurance. 

Q.  How  do  you  justify  that  ?  A.  It  seems  to  me  that  the  sys- 
tem of  cash  surrender  values,  or  of  loan  values,  which  has  grown 
up,  and  which  was  instigated  by  the  Massachusetts  law,  entails 
an  expense  upon  the  persistent  premium  payer  for  the  benefit  of 
the  defaulting  policyholder.  I  see  no  reason  why  a  defaulting 
policyholder  should  receive  any  other  surrender  value,  except 
in  the  same  form  of  consideration  that  you  might  say  that  he 
originally  purchased,  namely,  life  insurance.  Of  course,  it  is 
contended  that  many  defaulting  policyholders  are  bound  by  neces- 
sity to  realize  upon  their  policies ;  but  such  realization  is,  from  my 
standpoint,  at  least,  something  that  is  not  inherent  in  the  nature 
of  a  life  insurance  policy;  has  been  engrafted  upon  it  by  force 
of  circumstances  and  by  competition,  and  is  totally  foreign  to  its 
nature,  and  as  a  matter  of  fact,  we  know  practically  that  it  tends 
to  defeat  the  very  object  for  which  the  life  insurance  policy  is 
taken  out. 

Q.  Your  position  is  that  primarily  an  insurance  policy  is  to  give 
a  man  a  certain  amount,  or  give  his  beneficiaries  a  certain  amount 
in  case  of  death  ?    A.  Yes,  sir. 

Q.  And  that  if  he  pays  for  a  certain  length  of  time,  and  is 
then  unable  to  continue  his  payments,  it  is  sufficient  if  he  re- 
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ceives  a  paid  up  policy  for  the  amount  to  which  his  payments  en- 
title him,  that  policy  payable  at  death  ?    A.  Xes,  sir. 

Q.  But  that  in  the  scheme  of  life  insurance  he  should  not  on  de- 
fault be  entitled  to  receive  an  amount  in  cash  ?    A.  No,  sir. 

Q.  Well,  now,  what  difference  does  it  make  to  the  company, 
whether  they  pay  him  on  default  an  amount  in  cash  or  give  him 
a  paid  up  policy  for  the  amount  which  his  premiums  will  buy  i 
A.  I  think  it  makes  considerable  difference,  Mr.  Hughes.  In  the 
first  place,  it  is  only  good  lives  who  take  cash  surrender  values. 
A  man  who  knows  his  health  to  be  impaired  will  not  risk  giving 
up  his  insurance  for  cash.  In  that  case,  the  mortality  rate  of  the 
company  is  accentuated  to  a  greater  or  less  degree.  In  the  second 
place,  if  a  man  knows  he  can  surrender  his  policy  at  any  time, 
experience  shows  that  he  is  tempted  to  do  it  at  the  slightest  provo- 
cation; that  is,  if  he  needs  a  little  money,  he  is  liable  to  give  up 
his  insurance.  But,  in  my  mind,  the  worst  feature  of  cash  sur- 
render value  lies  in  the  opportunity  which  it  gives  to  agents 
of  different  companies  to  twist  policyholders  from  one  company 
into  another.  They  thereby  increase  the  total  business  to  the 
company  from  which  the  policy  is- taken  by  reason  of  the  fact 
that  that  company  is  put  under  the  obligation,  or  under  the  ne- 
cessity, or  under  the  apparent  necessity,  of  replacing  that  life, 
and  it  is  not  in  the  interest  of  the  man  himself,  because  if  hfe 
surrenders  a  policy  in  one  company  for  its  cash  surrender  value 
and  uses  the  proceeds  to  buy  insurance  in  another,  be  must  pay  for 
his  insurance  at  the  advanced  age.  Those  are  the  principal  ob- 
jections that  seem  to  exist  against  that  system.  There  is  one 
more,  and  that  is  that  the  system  of  cash  surrender  values  en- 
courages and  inculcates  the  idea- that  a  policyholder  has  a  definite 
interest  in  the  funds  of  the  company  in  which  he  is  insured  — 
a  definite  and  specific  interest,  which  is  not  in  accordance  with 
the  facts. 

Q.  Why  shouldn't  he  be  regarded  as  having  a  definite  interest 
in  the  funds  of  the  company,  if  he  has  provided  a  portion  of  it? 
A.  He  has  an  undivided  and  unapportioned  interest,  for  it  is  im- 
possible in  any  individual  case  to  say  what  the  interest  of  any 
individual  policyholder  in  the  reserve  accumulations  of  the  com- 
pany is.  The  reserve,  of  course,  is  computed  for  certain  —  the 
tables  of  reserves,  rather,  give  tabular  values  for  a  given  amount 
of  insurance,  and  it  is  impossible  to  say  in  the  individual  case 
that  the  reserve  on  an  individual  policy  is  so  much  money,'  for 
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the  reason  that  in  that  indiYidual  case  the  risk  insured  may  be  of 
extraordinary  vitality,  and  of  extraordinary  prospects  of  longev- 
ity, in  which  case  the  reserve  is  very  much  less  than  lie  tabu- 
lar Value,  or  the  risk  may  be  very  much  impaired;  in  fact,  near 
death,  in  which  case  the  reserve  approximates  very  closely  to  the 
face  of  the  policy. 

Q.  Tou  look  at  life  insurance,  then,  from  the  insurance  and 
not  from  the  investment  standpoint?     A.  Largely,  yes,  sir. 

Q.  Your  idea  is  that  an  insurance  company,  so  far  as  possible, 
should  give  a  man  life  insurance  at  the  least  possible  cost?  A. 
At  a  reasonable  cost,  yes,  sir. 

Q.  And  that  the  relations  of  the  policyholders  to  the  company 
should  be  regarded  -as  purely  contractual  ?     A.  Purely  so. 

Q.  "With"  reference  to  the  insurance  that  is  payable  to  him 
under  his  policy  in  the  event  stated  ?    A.  .Yes,  sir. 

Q.  And  that  he  should  not  be  educated  to  regard  himself  as 
having  invested  so  much  in  the  company  and  entitled  to  certain 
cash  returns  —  is  that  the  point  ?    A.  That  is  the  point,  yes,  sir. 

Q.  E'ow,  are  there  any  other  respects  in  which  the  cost  to  the 
company  of  providing  insurance  is  lessened  by  the  elimination  of 
cash  surrender  valu'e  features,  other  than  improving  the  rate 
of  mortality,  the  reduction  in  expense  because  of  the  diminution 
in  twisting,  so-called,  and  the  fact  that  you  have  stated  that  : 
man  would  be  led  to  regard  a  policy  more  from  a  contractual 
point  of  view  —  that  last  does  not  involve  any  reduction  of 
expenses,  does  it?    A.  No,  sir. 

Q.  The  other  ^wo  do  involve  that  ?  A.  The  other  two  involve 
that. 

Q.  Have  you  had  any  experience  or  data  which  will  enable 
you  to  judge  to  what  extent  you  can  improve  the  mortality  rate 
by  removing  the  temptation  to  surrender  policies  for  cash  surren- 
der values  ?     A.  No,  sir.     I  cannot  say  that  I  have. 

Q.  That  is  a  mere  general  judgment?  A.  That  is  a  general 
judgment  —  one  on  which  most  actuaries  would  agree. 

Q.  You  have  said  that  you  have  also  eliminated  loan  features, 
if  I  understand  you  correctly  ?     A.  Yes,  sir. 

Q.  You  mean  by  that  the  option  to  the  policyholder  to  obtain 
a  certain  loan  upon  his  policy  ?    A.  Yes,  sir. 

Q.  Now,  under  your  new  form  of  policy,  do  you  give  no  right 
to  receive  a  loan  ?     A.  No,  sir. 

Q.  Why  not?     A.  Because  a  loan  is  merelp^  a  deferred  suj.'- 
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render.  A  man  receives  3  certain  amount  of  cash  in  the  form 
of  a  loan,- secured  by  his  policy  as  collateral  with  the  interest  on 
the  loan  paid  in  advance,  and  experience  has  sho^vn  that  only 
about  five  per  cent,  of  those  loans  are  ever  paid  off,  that  is,  by  the 
insured  reimbursing  to  the  company  the  cash  which  he  receives. 
The  company  realizes  on  its  security  by  accepting  the  surrender 
of  the  policy  when  the  loan  is  due  and  is  not  paid. 

Q.  Recurring  again  to  the  question  of  surrender,  values,  arc 
you  familiar  with  the  experience  with  the  Australian  Provident  ? 
A.  Only  in  a  very  general  way. 

Q.  That  is  a  company -which  pays  the  largest  cash  surrender 
values,  is  it  not  ?     A.  Yes. 

Q.  Is  it  not  also  the  company  which  has  the  lowest  mortality 
rate  ?  A.  I  think  that  statement  is  true,  as  a  general  statement, 
yes. 

Q.  Does  not  the  mortality  rate  of  the  companies  that  give  cash 
surrender  values  compare  favorably  with  the  experience  of  those 
who  in  the  past  have  not  given  them  ?     A.  It  is  claimed  so,  yes. 

Q.  If  that  is  so,  how  can  you  reconcile  it  with  what  you  have 
said  as  to  the  expectation  of  an  improved  mortality  rate  in  the 
absence  of  the  option  to  take  cash  surrender  values  ?  A.  Well, 
I  make  that  statement  on  theoretical  grounds,  and  also  because 
the  full  effect  of  that  self-selection  against  the  company,  which  is 
evidenced  and  manifested  in  the  taking  of  cash  surrender  valiies, 
is  only  felt  to  a  large  degree,  or  at  least  up  to  this  time  has  only 
been  felt  to  a  large  degree,  in  companies  which,  for  the  time  being, 
have  become  discredited.  In  fact,  you  may  say  there  is  practically 
no  experience  on  that  point,  no  thorough  experience  on  that  point, 
although  it  is  a  well  established  matter  of' record  that  companies 
which  make  a  feature,  and  have  for  many  years  made  a  feature, 
of  cash  surrender  values  have  lost  a  larger  proportion  of  their  in- 
surance by  surrender  than  companies  which  have  not  made  i 
feature  of  cash  surrender  values. 

Q.  It  is  suggested  that  the  Australian  Mutual  Provident  So- 
ciotf  exhibits  an  extremely  low  rate  of  lapses,  and  so  does  the 
Mutual  Benefit,  which  is  a  cash  surrender  company.  A.  Well, 
as  to  the  Mutual  Benefit,  in  comparison  with  another  company, 
which  is  twice  the  size  as  regards  amount  of  insurance,  the  sur- 
renders in  the  Mutual  Benefit  were  approximately  within  a  few 
thousand  dollars  of  the  surrenders  in  the  second  coihpany  in  1904; 
in  other  words,  the  rate  of  surrender  in  the  Mutual  Benefit  was 
twice  what  it  was  in  the  other  companies. 
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Q.  Was  its  rate  of  premiums  any  higher  ?  A.  The  rate  of  pre- 
miums was  lower. 

Q.  The  Mutual  Benefit?     A.  The  Mutual  Benefit,  yes,  sir. 

Q.  If  the  cash  surrenders  were  quite  as  great  and  the  rate  of 
commissions  was  lower,  why  would  not  that  show  that  they  were 
able  to  give  a  low  priced  policy  despite  the  advantages  to  the  in- 
sured in  cash  surrender?    A.  It  does  show  that. 

Q.  Does  not  that  militate  against  the  proposition  you  have  ad- 
vanced ?  A.  Well,  on  the  face  of  it,  yes ;  but  the  effect  of  these 
things  are  only  visible  and  only  manifest  when  examined  over  a 
term  of  years.  I  do  not  like  to  speak  about  other  companies, 
but  it  has  always  seemed  to  me,,  at  least  it  has  seemed  to  me  for  a 
number  of  years,  that  if  the  Mutual  Benefit  ever  got  into  difficul- 
ties, its  diffi-culties  would  be  very  much  accentuated  by  its  adher- 
ence to  the  programme  of  low  premiums-  and  cash  surrendor 
values. 

Q.  Then  the  cash  surrender  values  and  low  premiums  are  all 
right  in  times  of  prosperity  ?   A.  I  think  so. 

Q.  But  if  there  is  anything  which  tends  to  discredit  a  company 
and  its  business  falls  off,  it  would  tend  to  discredit  it  ?   A.  Yes. 

Q.  Was  the  limitation  of  cash  surrender  values So  the 

limitation  of  cash  surrender  values  is  an  anchor  to  the  windward  ? 
A.  It  would  seem  so  to  me. 

•     Q.  Would  you  think  you  could  reduce  premiums  simply  be- 
cause you  eliminated  cash  surrender  values  ?    A.  No,  sir. 

Q.  Then  whatever  profits  came  from  that  elimination  would  be 
gained  by  the  stockholders  ?  A.  Or  by  an  increase  in  the  dividend 
on  participating  policy. 

Q.  What  has  enabled  you  to  put  out  this  policy,  which  you 
speak  of,  upon  lower  rates  of  premium,  if  you  were  not  justified 
in  doing  it  by  eliminating  the  cash  surrender  feature  ?  A.  Simply 
an  extremely  reduced  cost  in  getting  the  business. 

Q.  How  do  you  achieve  that  ?    A.  By  paying  less  commissions. 

Q.  How  much  commissions  —  what  rate  of  commissions  do  you 
pay  in  connection  with  that  new  form  of  policy  ?  A.  We  ^re  pay- 
ing twenty  per  cent,  on  participating  policies  and  fifteen  per  cent, 
on  non-participating. 

Q.  What  renewal  commissions  do  you  pay  on  that  class  ?  A. 
7j4  on  participating  and  five  per  cent,  oa  non-participating. 

Q.  What  period   of  years?     A.  Fourteen  years. 

Q.  Take  "the  aggregate  cost  of  the  new  sort  of  insurance  and 
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compare  it  with  the  old  sort,  what  is  the  saving  ?  A.  To  the  policy- 
holder do  you  mean  1 

Q.  No,  I  mean  in  the  commissions  paid  to  get  the  business. 
Commute  the  renewal  premiums  for  the  sake  of  illustrations,  and 
take  the  entire  amount  as  a  charge  against  the  premium  for  the 
first  year  and  what  would  be  the  comparison  ?  A.  Something  like 
100  per  cent.,  I  should  think. 

Q.  You  would  take  it  unjier  the  old  sort  of  policies,  under  the 
old  rate  as  averaging  what?     A.  Y5  per  cent. 

Q.  And  under  the  new  rate  ?    A.  20  per  cent. 

Q.  That  is,  without  the  renewals  ?  A.  Adding  the  present  value 
of  the  renewals  to  that,  I  should  say  that  the  sum  would  be  some- 
where near  100  per  cent.  The  difference  there  is  55  per  cent., 
and  I  think  it  is  fair  off-hand  to  consider  the  present  value  of 
renewals  is  about  45  per  cent. 

Q.  So  you  would  make  it  65  per  cent,  in  one  case  and  100  per 
cent,  in  the  other?    A.  Yes. 

Q.  So  you  would  gain  about  35  per  cent.  ?    A.  Yes,  sir. 

Q.  How  can  you  place  this  insurance,  when  you  give  your 
agents  such  small  commissions  ?  A.  You  cannot  place  much  of  it 
through  the  agents. 

Q.  Then  how  do  you  place  it?  A.  Well,  we  have  written  a 
large  amount  of  it  direct  with  policyholders. 

Q.  You  mean  policyholders  coming  to  your  office?  A; 
Well, 

Q.  In  answer  to  advertisements  or  circulars  ?    A.  A  very  few. 

Q.  Do  you  make  arrangements  for  writing  such  insurance  di- 
rectly at  the  office?    A.  Yes,  sir. 

Q.  Was  that  in  vogue  before  the  new  administration  came  in? 
A.  No,  sir. 

Q.  Is  it  practiced  by  other  companies  ?  A.  So  far  as  I  loiow, 
it  is. 

Q.  As  a  rule,  do  companies  insure  people  directly  at  the  office 
without  handing  them  over  to  agents  ?  A.  I  think  they  do  —  that 
very  small  amount  of  people  that  come  in  for  that  purpose. 

Q.  How  do  you  place  the  most  of  it  ?    A.  Through  agents. 

Q.  But  that,  I  thought  you  said,  could  only  be  to  a  small  ex- 
tent ?    A.  Well,  as  compared  with  the  other  classes  of  business. 

Q.  How  far  have  you  been  able  to  push  this  new  class  of  pol- 
icies ?     A-  We  have  written  about  $275,000  of  it  only, 
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Q.  Since  the  1st  of  January  ?  A.  No,  since  the  1st  of  Septem- 
ber. 

Q.  What  is  the  total  amount  of  business  you  have  written  since 
the  1st  of  September,  approximately?  A.  About  seven  and  one 
half  millions. 

Q.  Did  the  Mutual  Life  prior  to  1899  give  cash  surrenders? 
A.  Only  at  the  end  of  a  term  of  years,  not  annual  cash  surrender 
values. 

Q.  Will  you  tell  me  what  amount  of  the-Mutual  Life's  biisiness 
was  in  force  in  1894,  approximately  ?     A.  $855,000,000. 

Q.  And  what  amount  was  written  in  the  next  iive  years,  ap- 
proximately?    A.  About  $836,000,000. 

Q.  And  the  total  of  the  insurance  in  force  and  the  insurance 
written  in  the  next  five  years  would  be  $1,690,000,000?     A.  Yes. 

Q.  What  was  in  force  at  the  end  of  1899  ?     A.  $1,251,000,000. 

Q.  Which  shows  there  was  discontinued  about  $639,000,000, 
or  about  40  per  cent,  of  the  total?     A.  Yes,  sir,  that  is  right. 

Q.  -  Now,  during  that  period  cash  surrender  values  were  not 
allowed?     A.  No,  sir. 

Q.  Now,  if  you  will  turn  to  the  Mutual  Benefit.  A.  Here  it 
is  (indicating). 

Q.  What  amount  was  in  force  at  the  end  of  1904  ?  A.  $209,- 
000,000. 

Q.  And  written  in  the  next  five  years,  how  much?  A.  $173,- 
000,000,  or  something  about  like  that. 

Q.  Making  a  total  of  $382,000,000?     A.  Yes,  sir. 

Q.  At  the  end  of  1899  there  was  in  force  how  much?  A. 
$260,712,000. 

Q.  Leaving  $120,000,000  discontinued,  or  about  31  per  cent,  of 
the  total?     A.  Yes,  sir. 

Q.  And  during  that  period  the  Mutual  Benefit  did  give  cash 
surrender  values?     A.  Yes,  sir;  it  did. 

Q.  But  you  recur  to  your  original  proposition  that  people  are 
led  to  discontinue  when  they  are  in  difficulties,  or  may  desire  to 
change  their  policies  or  for  some  reason  or  another,  by  reason  of 
the  fact  that  they  are  able  to  get  a  cash  surrender  value  ?  A. 
Yes,  sir. 

Q.  Whereas  they  would  persist  if  they  were  not  able  to  get  f) 
■  cash  surrender  value  ?     A.  In  many  cases,  I  think  so,  yes,  sir. 

Q.  And  that  by  reason  of  that,  if  the  cash  surrender  value  is 
eliminated  as  the  paid  up  insurance  is  substituted,  the  company 
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will  have  a  gain —  should  have  a  gain?     A.  Should  have  a  gain, 
yes,  sir. 

Q.  In  the  persistence  of  its  business  ?  A.  I  would  like  to  make 
this  explanation,  Mr.  Hughes,  that  if  a  surrender  value  is  granted 
in  the  form  of  paid  up  insurance  only,  there  is  no  company  which 
will  not  turn  that  paid  up  insurance  into  cash  on  a  basis  which 
will  yield  a  profit  to  the  company,  and  which  will  entail  a  surren- 
der charge,  which  is  a  very  fair  measure  of  the  loss  sustained  by 
the  holder  of  the  paid  up  insurance. 

Q.  Why,  is  not  that  equivalent  to  giving  cash  surrender  values 
equaling  the  present  worth  of  the  paid  up  insurance?  A.  It  is 
the  same  thing;  but  if  you  incorporate  the  present  worth  of  the 
paid  up  insurance  in  the  policies,  such  values  would  show  up 
so  poorly,  in  comparison  with  the  cash  surrender  values,  which 
are  used  by  most  companies,  there  would  be  no  inducement  in 
them. 

Q.  How  many  forms  of  policies  does  your  company  write,  how 
many  do  you  use?  A.  Oh,  I  should  think  about  seventeen  or 
eighteen. 

Q.  What  proportion  of  those  forms  are  used  most  frequently? 
A.  I  should  say  the  life  and  the  twenty  payment  life  forms. 

Q.  And  what  proportion  of  your  business  would  be  on  the  life 
and  twenty"  payment  life  forms,  or  take  life  and  limited  payment 
whether  twenty  years  or  not?  A.  Oh,  I  should  say  75  or  80 
per  cent. 

Q.  How  many  form.s  of  the  seventeen  or  eighteen  are  used  in  the 
life  and  limited  payment  life?    A.  There  would  be  only  four. 

Q.  Then  the  other  fourteen  forms  are  used  only  in  25  per  cent.   ' 
of  your  business?    A.  Yes,  sir. 

Q.  There  are  some  of  those  forms  that  ai-e  scarcely  used  at  ail, 
are  there  not?     A.  Yes,  sir. 

Q.  How  many  of  those?    A.  I  should  suppose  five  or  six. 

Q.  That  are  hardly  used  at  all?    A.  Yes,  sir. 

Q.  'ihen  you  will  have  eight  or  nine  forms  that  would  be  u.-ed 
for  alxtut  25  per  cent,  of  yoar  business  and  about  four  or  five  forms 
that  would  be  used  for  75  per  cent,  of  your  business?  A.  Yes, 
sir. 

Q.  Have  you  this  new  form  of  policy  here"    A.  Yes. 

Q.  Is  that  it  (handing  paper)?    A.  That  is  it. 

Q.  Now  this  policy  coi;tains  a  cash  surrender  value  provision, 
di'(,s  it  not?  A.  Yes,  providing  for  k  value  at  the  end  of  twenty 
yeai-s. 
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Q.  You  i?ndeavoTed_in  getting  up  iliis  form  of  policv  to  reduce 
inaiu'aii''e  to  its  lowest  term.^,  I  mean  vj  make  as  simple  a  form  as 
possible?    A.  Yes,  sir. 

Q.  -Vnd  as  cheap  an  insurance  as  possible?  A.  For  people  who 
wanted  life  insiurance  for  that  purpose  only  and  voul \  be  willing 
to  come  and  ask  for  it  themselves. 

MR.  HUGHES:  I  offer  this  policy  in  evidence. 

(Policy  marked  Exhibit  766.) 

Q.  Now  what  is  the  difference  between  the  rate  of  premium  paid 
on  that  policy  and  upon  an  ordinary  life  policy  of  the  other  forms 
issued  by  your  company?    A    About  thirteen  per  cent. 

'Q.  About  thirteen  per  cent.?     A.  Yes. 

Q.  So  that  by  that  form  of  policy  joii  plan  to  give  the  policy- 
hoWer  who  is  willing  to  come  to  the  company  and  be  insured,  or 
who  has  written  through  an  agent  receiving  the  reduced  rates  of 
commission,  you  have  stated,  a  reduction  in  the  premium?  A. 
Yes. 

Q.  That  is  about  the  amount  of  it?  A.  That  is  about  clie 
amount  of  it 

Q.  Thes  the  company  receive  the  saving  in  the  difference  of 
premium?    A.  That  remains  to  be  seen. 

Q.  According  to  your  estimate  ?  A.  I  tried  to  arrange  the  load- 
ing upcta  those  premiums  so  as  to  make  them  homogeneous  with 
the  premiums  on  standard  forms  of  insurance,  paying  standard 
rates. 

Q.  Yonr  rating  is  the  same?    A.  Yes. 

Q.  Your  loading  is  much  less?    A._  About  twenty-two  per  cent. 


Q.  That  represents  the  net  estimated  saving  in  commissions? 
A.  Yes. 

BY  THE  OHAIEMAE": 

Q.  Mr.  Tatlock,  on  this  subject  of  forms,  if  you  consider  life 
insurance  classes,  there  is  the  ordinary  life  class,  the  limited  pay- 
ment life  class,  the  endowment  class  and  term  insurance,  T  sup- 
pose?   A.  Yes. 

Q.  What  other  classes  of  life  insurance  are  there  ?  A.  Well, 
ihat  covers  the  whole  field  as  basal  forms. 

■Q.  Is  term  insurance  a  modification  of  endowment,  or  vice 
versa?  A.  Xo,  it  is  a  modification  of  life,  inasmuch  as  it  proviJes 
only  for  the  insurance  to  be  })ayable  at  death  during  a  certain  cerin 
of  vpnra. 
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Q.  Are  there  any  of  those  four  classes  which  are  modifications 
one  of  the  other,  so  that  the  classes  of  life  insurance  can  be  em- 
braced in  less  than  four  classes?  A.  Limited  payment  policies 
are  simply  modifications  of  the  ordinary  life  form,  providing  that 
the  premium  shall  be  paid  simply  during  the  term  of  years,  instead 
of  the  life  of  the  contract. 

Q.  So  you  could  roughly  divide  life  insurance  into  two  classes, 
ordinary  life  and  endowment?    A.  Yes,  sir. 

Q.  And  limited  payment  and  term  insurance  would  be  really 
modifications  of  ordinary  life?    A.  Yes. 

BY  MR  HUGHES: 

Q.  You  have  said  that  there  was  a  thirteen  per  cent,  reduction 
in  the  gross  premium?     A.  Yes. 

Q.  And  that  is  twenty  per  cent,  of  the  loading,  twenty  per  cent. 
less  on  the  loading  as  compared  with  the  old  form?  A.  No,  it 
would  be  more  than  that;  it  would  be  nearer  twenty-five  per  cent., 
twenty-six  per  cent.,  because  the  old  forms  are  quoted  six  per  cent, 
less  eighty  cents. 

Q.  And  this  is  how  much?  A.  This  is  fourteen  per  cent.,  plus 
twenty-five  cents. 

Q.  You  mean  twenty  per  cent,  of  the  premium  when  you  say 
twenty  per  cent.  ?    A.  Yes. 

Q.  So  that  the  reduction  in  the  loading  is  in  the  neighborhood 
of  twenty-five  per  cent.  ?  A.  Yes.  Or  it  would  be  the  difference 
between  the  fourteen  and  the  thirty-six. 

Q.  Figure  it  out,  Mr.  Tatlock,  so  we  can  have  a  definite  state- 
ment.   A.  It  is  a  reduction  in  the  loading  itself  of  sixty  per  cent. 

Q.  The  loading  upon  the  premiums  in  the  new  form  of  policies 
is  about  sixty  per  cent,  less  than  the  loading  upon  the  premiums 
on  the  old  form?     A.  Yes. 

Q.  And  the  premiums  themselves  gross  are  about  thirteen  per 
cent,  less  in  the  former  case  than  in  the  latter?     A.  Yes. 

Q.  Have  you  made  any  effort  to  reduce  the  expenses  incident  to 
the  getting  of  business,  aside  from  the  introduction  of  this  form 
of  policy?     A.  Yes,  sir. 

Q.  What  is  it?  A.  The  total  reduction  of  expenses  for  the  first 
nine  months  of  1906,  as  compared  with  the  first  nine  months  of 
1904,  amount  to  abount  $121,000.  Of  that  about  eighty  thou- 
sand to  eighty-five  thousand  dollars  is  in  reduction  of  fixed  charges 
of  the  agency. 
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Q.  What  do  yon  mean  by  those?  A.  I  mean  as  the  various  al- 
lowances for  traveling  and  expenses,  and  the  reduction  of  a  custom 
which  pertained  under  the  old  management  of  the  Washington, 
of  allowing  salaries  to  their  managers  as  well  as  commissions. 

Q.  Have  you  not  impaired  the  eiRciency  of  your  field  force? 
A.  ISTo,  sir,  I  do  not  think  so. 

Q.  Have  you  increased  it?    A.  I  think  we  have — yes,  sir. 

Q.  Just  explain  how  you  were  able  to  cut  off  salaries  and  reduce 
them  and  keep  the  force  just  as  eiScient?  A.  AVell,  it  has  been 
accomplished  largely  by  the  removal  of  old  incumbents  and  re- 
placing with  other  men.  but  there  have  beeia  cases  as,  for  instance, 
in  Chicago,  where  the  company  up  to  this  year  maintained  three 
separate  offices,  neither  one  of  which  really  earned  its  fixed  charges, 
if  I  may  use  that  expression.  Two  of  those  offices  have  been  cut 
off,  saving  the  allowances  there,  and  salaries  which  were  paid 
there,  and  a  better  business  has  been  done  this  year  through  one 
office  than  last  year  through  three. 

Q.  In  other  words,  you  got  rid  of  a  good  deal  of  dead  wood? 
A.  Yes. 

Q.  Apart  from  those  efforts,  have  you  made  any  change  in  the 
system?  A.  We  have  improved — I  think  T  may  use  that  teriu — 
the  methods  of  agency  accounting.  We  have  succeeded  in  install- 
ing a  system,  through  which  the  agents  render  us  frequent  ac- 
counts— in  fact,  sending  their  cash  balances  every  week  instead 
of  every  month. 

Q.  W^hat  do  you  do  with  regard  to  making  advances  to  agents  ? 
A.  In  some  cases  advances  from  fifty  dollars  to  one  hundred  and 
fifty  dollars  a  month  are  made  against  future  renewal  commis- 
sions. 

Q.  How  often  is  that  done,  in  how  many  cases?  A.  I  think 
that  pertains,  probably,  in  half  of  the  cases,  perhaps  sixty-five  per 
cent. — perhaps  two-thirds  of  the  cases — largely  an  inheritance 
which  could  not  at  oncebe  cut  off,  and  it  has  been  done  in  some 
cases  where  men  have  been  appointed  this  year  in  order  to  get 
them  started. 

Q.  What  was  the  amount  of  the  agents'  balances  at  the  end 
of  1904  ?  A.   Forty-five  thousand  dollars. 

Q.  What  is  the  amount  of  them  now,  or  at  the  last  convenient 
date?     A.  ISTinety-three  thousand  dollars. 

Q.  Was  the  $44,000  the  amount  reported  or  the  actual  amount? 
A.  Well,  my  recollection  is  that  that  was  the  amount  reported, 
although  it  may  have  been  $65,000.  I  am  not  certain  as  to  that. 
130 
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Q.  What  was  the  real  amount?  A.  The  real  amount,  my  im- 
pression is,  was  $45,000.  My  memory  may  have  failed  on  that 
point. 

Q.  Then  they  have- greatly  increased  this  year?  A.  Yes,  hut  I 
would  like  to  explain  that,  if  you  will  allow  me. 

Q  Yes,  explain  it.  A.  We  found  that  there  was  a  large 
amount  of  money  owing  to  the  company  from  old-established 
agencies,  which  did  not  appear  upon  the  company's  ledger  as  a 
deht.  It  had  simply  been  charged  off  from  year  to  year  as  an 
expense,  but  under  the  contracts  of  those  agents,  those  amounts 
M'ere  really  due  to  the  company  and  the  agents  owed  them.  We 
have,  therefore,  restored  those  amounts  to  the  ledger,  and  that 
accounts  for  the  most  part  for  the  increase  in  the  agents'  bal- 
ances. 

Q.  So  that  the  increase  to  $93,000  is  really  putting  on  the 
books  what  had  previously  been  advanced?    A.  Yes,  sir. 

Q.  What  is  the  amount  of  the  new  advances  since  January  1st, , 
1895  ?    A.  I  tbink  it  is  under  $20,000. 

Q.  Have  you  continued  the  system  of  salaries?     A.  No,  sjr. 

Q.  Have  you  cut  off  salaries  altogether?  A.  ISTot  altogether, 
but  I  am  cutting  them  off  as  fast  as  I  can. 

Q.  Why  do  you  do  that?    A.  Well,  it  does  not  seem  to  me  that 
under  the  general  agency  system  where  a  manager  or  general" 
agent  has  a  commission  contract  with  renewals,  that  he  is  enti- 
tled to  any  compensation  in  addition  to  that,  except  under  the 
most  extraordinary  circumstances. 

Q.  Then  these  salaries  that  were  previously  given  were  in  ad- 
dition to  commissions?     A.  Yes,  sir. 

Q.  And  you  have  eliminated  those  so  far  as  possible?  A.  Yes, 
sir,  as  far  as  possible. 

Q.  And  your  policy  is  to  eliminate  them  until  they  are  no 
longer  existing?    A.  Yes,  sir. 

Q.  Have  you  reduced  the  rate  of  commissions?  A.  Kot  during 
1905,  except  in  some  instances. 

Q.  What  are  your  present  rates  of  commission?  A.-  Seventy- 
five  per  cent,  graded. 

Q.  What  do  you  mean  by  that?  A.  That  is  to  pay  seventy- 
five  per  cent,  for  the  so-called  m.ost  desirable  forms  of  p'olieiss 
and 

Q.  What  are  they  ?    A,  Under  the  existing  system  they  were 
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for  twenty-year,  distribution  policies,  and  grading  them  down  ac- 
cording to  distjibution  periods. 

Q.  That  is  on  first  year's  premiums?  A.  First  year's  pre- 
miums. 

Q.  Well,  were  advances  made  formerly  on  top  of  the  seventy- 
five  per  cent?     A.  Yes. 

Q.  Are  these  advances  you  have  referred  to  this  year  in  addi- 
tion to  the  seevnty-five  per  cent.  ?     A.  Yes,  sir. 

Q.  "What  is  your  commission  on  an  ordinary  life  policy?  A.  If 
it  is  written  on  the  twenty-year  distribution  plan  it  is  seventy-five 
per  cent. 

Q.  If  it  is  written  on  the  annual  dividend  plan  what  is  it?  A. 
I  think  it  is  fifty-five  per  cent. 

Q.  TVTiy  do  you  discriminate  against  the  annual  dividend  busi- 
ness? A.  Simply  because  it  has  not  been  possible  up  to  this  time 
to  change  that  discrimination.  Our  contracts  for  1906  are  dr.awn 
without  reference  to  the  dividend  period.  That  is  to  say,  the  same 
amount  of  commission  will  be  paid  for  an  annual  dividend  as  for  a 
twenty-year  distribution  policy. 

Q.  (handing  paper).  Is  this  the  form  of  your  new  agents'  con- 
tract?   A.  Yes,  sir. 

ME.  HUGHES:  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  161  for  identification.) 

The  compensation  of  the  manager  for  all  services  rendered 
by  him  during  the  continuance  of  this  contract  will  be  as  follows : 
First  year's  commissions  on: 

PAETICa:PATIE"G  PLANS. 

Class  A. —  Ordinary  life ^ 

Twenty  payment  life |-  70  per  cent. 

Endowments  with  25  or  more  premiums .  J 

Class  B. —  Fifteen  payment  life ) 

Twenty  year  endowments j        ^  ^  ^'^^^  ' 

Class  C. —  Ten  payment  life ] 

Fifteen  year  endowment j-  60  per  cent. 

Class  D. —  Ten  year  endowment 50  per  cent. 

Class  E. —  Double  endowments , 35  per  cent. 

Class  F. —  Preferred   class 20  per  cent. 
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NO^-PARTIOIPATING  PLAA^S. 

Term   insurance    35  por  cent. 

All  other  forms,  excepting  preferred  class 40  per  cent. 

Preferred  class    15  per  cent 

SINGLE  PREMIUMS. 

Participating  life  10  per  cent,  endowment 7i  per  cent. 

Non-participating    5  per  cent. 

Annuities 3  per  cent. 

Continuous  installment  policies  rank  as  life  policies  with  the 
same  niimber  of  premiums. 

Semi-endowments,  installments  endowments,  combination  bonds 
and  combination  annuity  bonds  rank  as  endowments,  with  the 
same  number  of  premiums. 

RENEWAL  COMMISSIONS. 

Classes  A.  B.  and  0. — Second  year  renewal,  15  per  cent.,  and 

not  to  exceed  13  subsequent  renewals  of  74  per  cent. 

Class  D.  — Second  year  renewal,  15  per  cent.,  and  not  to  exceed 

8  subsequent  renewals  at  7^  per  cent. 
Class  E. —  Ten  renewals  of  6  per  cent. 
Class  F. —  Fourteen  renewals  of  7i  jDer  cent. 

On  all  non-participating  plans,  except  term  and  preferred  class, 
5  renewals  of  5  per  cent. 

On  preferred  class  plans,  non-participating,  14  renewals  of  5 
per  cent. 

The  said  manager  agrees  to  collect  and  remit  to  the  said 
company  for  a  remuneration  of  2  per  cent,  such  premiums  on 
policies  not  issued  through  his  instiiimentality  as  the  company 
may  furnish  him  receipts  for. 

Commissions  shall  accrue  only  as  the  premiums  are  paid  to 
said  company  in  cash. 

When  premiums  upon  policies  issued  through  the  instrumen- 
tality of  said  manager  are  not  collected  by  said  manager,  2  per 
cent,  of  such  premiums  for  collecting  the  same  shall  be  deducted 
from  the  commissions  to  be  allowed  on  said  premiums. 

Q.  What  do  you  mean  by  preferred  class?  A.  The  reduced 
rate  policy. 

Q.  The  new  form  of  policy  .Exhibit  766?    A.  Yes. 

Q.  Your  rates  of  commission -are  hioher  than  ordinarily  given, 
are  they  not?    A.  No,  sir,  I  do  not  think  so. 
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Q.  Are  they  not  higher  than  those  given  by  the  Mutual  Life* 
A.  No,  sir. 

Q.  Or  the  New  York  Life?  A.  I  do  not  think  so;  perhaps  by 
5  per  cent.,  for  the  high  class. 

Q.  The  Equitable  has  a  bais  of  50  per  cent.,  has  it  not?  A.  Sc 
I  have  understood,  yes,  sir. 

Q.  Your  experience  is  that  the, totals  do  not  vary  much,  how- 
ever the  rates  vary?    A.  That  is  my  experience,  yes,  sir. 

Q.  There  are  different  ways  of  making  up  the  total?  A.  There 
ai'e  many  different  Avays. 

Q.  And  you  think  that  your  total  is  about  as  low  as  the  total 
of  others?    A.  I  am  quite  positive  of  it. 

Q.  Is  it  any  lower?     A.  I  think  it  is  lower  than  some. 

Q.  Why  were  you  not  able  to  put  in  a  lower  scale  of  commis- 
sions than  you  have  here?    A.  Simply  the  fact  of  competition. 

Q.  Have  you  a  judgment  as  to  what  new  business  should  cost — 
1  mean,  liaA^e  you  been  able  in  all  your  experience,  to  arrive  at 
a  conclusion  as  to  how  much  a  company  can  profitably  expend 
in  order  to  write  new  business?  A.  No,  sir,  I  must  say  that  1 
have  not.  There  are  so  many  varying  factors  that  enter  into  that 
problem  that  I  do  not  think  anybody  is  really  competent  to  give  a 
definite  and  specific  and  flat  opinion. 

Q.  We  vyould  be  glad  to  have  you  state  what  you  do  think 
about  it,  although  you  do  not  want  to  state  a  positive  conviction. 
A.  Well,  it  seems  to  me  that  the  criterion  is  such  an  amount  of 
new  business  as  will  show  a  healthy  growth  and  progression  in 
the  company,  not^  large  growth,  but  what  most  people  would 
agTee  and  understand  by  a  healthy  growth — a  moderate  increase 
in  each  year. 

Q.  Can  you  conceive  of  a  condition  where  any  growth  would 
be  unhealthy?     A.  Oh,  yes,  sir. 

Q.  What  would  that  be?  A.  Why,  you  wrote  more  than  you 
could  afford  to  pay  for. 

Q.  Where  a  company  is  so  large  it  would  be  unwise  to  extend 
it  further?    A.  I  can  conceive  of  those  conditions. 

Q.  You  also  consider  whether  the  cost  of  \vriting  the  business 
impaired  the  returns  for  existing  policyholders?  A.  Certainly. 
I  was  about  to  remark  that  having  determined  the  amount  of  new 
business  which  Avill  afford  to  the  company  a  reasonably  healthy 
growth  of  progress,  it  is  easy  enough  to  figure  out  Avhat  you  cap 
afford  to  pay  to  get  that  business. 
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Q.  Give  us  an  illustration  of  how  you  would  figure  that  out. 
A.  Supposing  a  company  was  so  situated  that  ten  millions  of  dol- 
lars is  coneived  to  be  an  amount  which  it  will  afford  the  company 
the  aforesaid  healthy  growth.  Ten  million  dollars  of  insurance 
represents  about  four  hundred  thousand  dollars  of  new  premiums. 
It  is  then  a  question  as  to  what  proportion  the  amount  of  free  sur- 
plus of  the  company,  or  the  amount  of  loadings  on  the  existing  pre- 
miums paid  into  the  company  tear  to  that  four  hundred  thousand 
dollars.  The  proportion  of  those  two  things  will  show  you  the  rale 
of  commission  you  can  pay  to  get  that  business. 

Q..  Why  do  you  speak  of  free  surplus — in  what  sense  is  the  sur- 
plus free?  A.  If  the  management  determines  it  is  in  the  position 
of  being  able  justifiably  to  use  a  certain  portion  of  the  surplus  to 
buy  new  business. 

Q.  Then  you  would  not  say  that  was  so  in  a  mutual  company  ? 
A.  No,  I  think  not,  not  in  a  strictly  speaking  mutual  company — 
no.  I  think  perhaps  a  fairer  statement  would  be  to  say  you  would 
determine  the  amount  of  the  loadings  and  other  incidental  sources 
which  are  available  for  expenses,  and  determine  what  proportion 
the  sum  of  those  bears  to  the  total  premiums,  which  will  give  the 
rate  of  commission  you  can  pay. 

Q.  Take  your  concrete  case  of  a  company  that  could  have  a 
normal  extension  of  ten  million  dollars  annually,  which  would 
bring  in  four  hundred  thousand  dollars  premiums  on  new  business. 
Now,  how  much  of  that  four  hundred  thousand  dollars  would  you 
think  you  could  expend  to  get  the  business?  A.  Well,  according 
to  my  way  of  looking  at  it,  it  depends  upon  the  amount  of  loadings 
you  have  on  existing  premiums. 

Q.  Take  average  loadings  ?  A.  Of  course,  it  depends  upon  the 
size  of  the  company.  If  the  company  has  already  a  hundred  mil- 
lion dollars  outstanding  insurance,  that  would  give  a  premium  in- 
come of  approximately  four  million  dollars.  Say  22  per  cent,  on 
those  gross  premiums  would  give  you  eight  hundred  and  eighty 
thousand  dollar  loadings.  Now,  it  wou.ld  depend  altogether  on 
what  the  fixed  charges  and  general  expenses  of  the  company  were 
as  to  how  much  of  those  loadings  you  could  expend  for  new  business. 
In  a  company  wishing  to  write  only  ten  million  dollars  of  business, 
and  with  eight  hundred  and  eighty  thousand  dollars  of  loadings, 
it  could  probably  be  thought  it  could  afford  to  pay  a  pretty  high 
price  for  its  new  business.  There  would  probably,  in  that  case, 
be  at  leabt  aftei'  .the  general  expenses  and  dividends — at  least 
four  hundred  and  fifty  thousand  dollars  of  free  loadings  available. 
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Q.  That  could  be  used  for  business?  A.  Which  covild  be  used 
for  business.  That,  of  course,  would  be  a  hundred  and  twelve  pei 
cent,  of  the  premiums.  I  don't  think  anybody  would  advocate 
paying  a  hundred  and  twelve  per  cent,  for  new  business. 

Q.  Take  the  Washington  Life,  that  had  outstanding  insurance 
of  $66,000,000,  what  would  be  a  healthy  growth,  in  your  judgment  \ 
A.  You  mean  under  existing  conditions  ? 

Q.  Yes.  A.  I  should  think  to  pay  for  six  or  seven  millions  a 
;^ear,  that  is  all  we  can  afford  to  pay  for. 

Q.  Now,  what  fixes,  the  loadings  —  do  you  have  any  criterion 
by  which  you  determine  the  amount  of  loadings  ?  A.  Well,  they 
are  deteirmined,  that  is  the  actual  loadings  on  the  premiums  re- 
ceivable are  calculated. 

•  Q.  They  are  determined?      A.  They  are  determined. 

Q.  There  is  a  great  deal  said  about  companies  living  within  theii 
loadings.  What  enables  you  to  deteruiine  what  to  live  within  ?  A. 
Simply  a  matter  of  calculating  —  simply  a  matter  of  clerical  labor 
in  taking  your  premiums,  and  determining  what  the  loadings  are: 

Q.  In  the  first  instance  you  determine  what  the  loadings  shall 
be  fixing  your  premiums  ?    A.  1  beg  your  pardon,  sir. 

Q.  You  figure  what  your  loadings  will  be  when  you  fix  your  gross 
premiums  ?  A.  Yes.  I  mean  having  an  existing  body  of  premiums 
coming  in  it  is  an  eaay  matter  to  determine  what  those  loadings  are. 
It  is  simply  a  matter  of  arithmetic. 

Q.  Fixing  as  an  original  matter  your  loadings,  to  determine 
Vi-hat  your  premiums  shall  be,  have  you  any  criterion?  A.  That 
has  been  largely  a  matter  of  custom,  sir. 

Q.  Yes,  and  a  matter  of  competition.  A.  And  a  matter  of  com- 
petition. 

Q.  So  when  you  speak  now  with  regard  to  existing  companies 
keeping  within  the  loadings  we  mean  within  that  provision  which 
its  existing  volume  of  business  makes  for  expenses  ?    A.  Yes,  sir. 

Q.  l^ow,  have  you  been  able  to  reduce  your  premiums  on 
other  forms  of  insurance  than  this  preferred  form  Exhibit  Y66? 
A.  No,  sir,  and  on  those  forms  I  should  not  think  of  attempting 
to  do  it. 

Q.  And  so  far  as  the  general  business  of  your  company  is  con- 
cerned the  economies  that  you  have  stated  will  be  represented  in 
the  gains  of  surplus  ?    A.  Yes,  sir. 

Q.  And  if  the  policyholders  get  the  benefit  of  those  gains  it 
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will  be  through  dividends  or  increased  amounts  payable  at  the  end 
of  deferred  periods?    A.  Yes,  sir. 

Q.  It  is  suggested  that  the  surplus  is  used  to  furnish  reserves 
for  new  policies  that  do  not  supply  their  own  reserves  ?  A.  Well, 
that  is  simply  a  question  of  standpoint. 

Q.  You  can  do  it  either  way?    A.  You  can  figure  either  way. 

Q.  You  can  say  you  are  using  surplus  to  pay  expenses  or  using 
your  surplus  to  provide  reserves?    A.  Yes. 

Q.  A  mere  question  as  you  say  of  point  of  view?  A.  I  would 
like  to  alnplify  that  if  I  might,  for  a  moment. 

Q.  Go  on.  A.  There  aTe  two  points  of  view  as  regai'ds  paying 
for  new  business.  One  is  that  the  new  policyholders  themselves 
provide  the  cost  of  getting  into  the  company,  in  which  case  the 
deficient  first  year  reserves  are  a  charge  against  the  general  fund 
of  the  company. 

Q.  Exactly?  A.  The  other  theory  is  —  the  other  point  of 
view,  rather,  is  that  the  expenses  of  getting  new  business  are  a 
general  charge  upon  the  .treasury  of  the  company  as  a  whole,  in 
which  case  the  new  premiums  provide  their  own  reserve. 

Q.  In  other  words,  you  have  got  a  certain  volume  of  money 
and  certain  disbursements  to  make,  and  you  simply  draw  out  of 
the  company's  treasury  what  is  needed  to  make  your  disburse- 
ments, and  when  you  get  to  the  end  you  have  certain  liabilities  to 
protect  through  a  valuation  of  policies,  and  you  set  aside  what  is 
necessary  for  that  purpose  and  determine  your  surplus?  A.  Cer- 
tainly, sir.  n 

Q.  And  from  either  point  of  view  what  the  company  can  afford 
to  pay  for  the  new  business  is  the  same?  A.  Oh,  certainly,  yes, 
sir. 

Q.  ISTow,  you  have  furnished  a  statement  of  your  first  year's 
expenses?    A.  Yes,  sir. 

(Showing  witness  paper.) 

Q.  Is  that  correct  and  complete  ?  A.  So  far  as  I  can  make  it, 
yes,  sir. 

MK.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  768,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  How  does  that  compare  with  the  loading  on  premiums 
received  during  the  period — do  you  know?     A,  The  totalloading 
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en  premiums  received  in  the  period  I  should  say  would  be  about 
four  hundred  and  thirty  thousand  dollars. 

Q.  Did  you  give  us  a  statement  of  the  loading  on  first  year's 
premiums?     A.  Yes,  sir. 

Q.  Have  you  a  copy  of  that  statement?  A.  l^o,  I  am  sorry 
to  say,  I  have  not. 

Q.  I  don't  find  it  among  the  papers.  A.  I  can  send  down  for 
it,  Mr.  Hughes. 

Q.  These  are  correct  statements  as  to  the  matters  stated? 
(Showing  witness  papers.)     A.  Yes,  sir. 

Q.  That  is,  they  state  accurately  and  fully  the  total  loadings 
received  on  first  year's  premiums,  1903  and  1904,  as  compared 
with  the  first  year's  expenses  in  those  years  ?    A.  Yes,  sir. 

MR  HUGHES:  I  offer  them  in  evidence. 

Papers  marked  Exhibits  JSTos.  769  and  770,  and  read  in  evi- 
dence by  Mr.  Hughes. 

Q.  You  have  been  asked  whether  any  sums  have  been  expended 
by  the  cojnpany  in  contributions  for  political  purposes,  or  in  con- 
nection therewith,  or  payment  in  connection  with  legislation ;  is 
this  a  complete  statement  from  the  books  of  your  company  (show- 
ing witness  paper)  ?    A.  Yes,  sir. 

MK.  HUGHES :    I  offer  It  in  evidence. 

Paper  marked  Exhibit  ISTo.  771  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Were  there  no  other  payments  to  secure  those  services  than 
six  hundred  dollars  a  year?  A.  Not  that  I  know  of,  not  that  I 
can  ascertain,  no  sir,  I  think  not. 

Q.  Why  was  such  a  beneficent  service  discontinued — econom- 
ical, too,  it  taight  be  added?  A.  I  am  afraid  the  responsibility 
for  that  must  lay  at  the  door  of  the-present  management. 

1 
BYTHECHAIEMAN: 

Q.  Who  is  Walker  ?  A.  I  don't  know,  sir.  I  have  no  knowl- 
edge beyond  this  correspondence.  I  think  he  is  a  Chicago  news- 
paper man  of  some  standing. 
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BY  JIE.  HUGHES: 

Q.  The  minute  I  now  show  you  is  the  minute  of  the  Board  oi 
Directors  containing  the  report  of  the  Committee  with  refer- 
ence to  the  increase  of  stock  and  change  of  management.  A. 
Yes,  sir. 

MK.  HUGHES :    I  will  read  that  in  evidence : 

Adjourned  meeting  of  the  Board  of  Directors  of  the  Wasli- 
ington  Life  Insurance  Company  was  held  at  the  office  of  the 
company  on  Friday,  December  30th,  1904,  at  12.30  p.  m. 

There  was  present  the  president,  Messrs.  Bowne,  Ludington, 
Hitch,  Thomson,  Purdy,  Hard,  Braman,  Lawrence,  Pierson, 
Mead,  Haynes,  Giraud  F.  Thomson  and  the  secretary. 

Mr.  Root  was  also  present. 

The  minutes  of  the  last  meeting  were  read  and  approved. 

The  Committee  appointed  at  the  meeting  of  December  27th, 
reported  as  follows : 

To  the  Board  of  Directors  of  the  Washington  Life  Insurance 
Company.  The  Committee  appointed  by  your  board  on  the  27th 
of  December  to  negotiate  for  a  sale  of  the  unissued  stock  of  the 
company  with  a  view  to  obtaining  new  funds  to  enable'  the  com- 
pany to  continue  business  with  safety  to  the  policyholders,  re- 
spectfully report: 

That  a  number  of  negotiations  have  been  in  progress;  that 
upon  a  final  meeting  of  the  committee  held  in  the  afternoon  of 
December  29th  it  appears  that  none  of  the  negotiations  had 
reached  any  definite  result  and  that  there  was  no  proposition  from 
any  source  before  the  committee.  , 

Under  these  circumstances  Mr.  L.  P.  Morton  submitted  the 
proposition  which  is  the  next  hereto  marked  A. 

Thereupon  Mr.  Morton  observing  that  he  could  not  act  upon 
the  proposition  withdrew  from  the  Committee. 

Thereafter  the  committee  in  the  absence  of  Mr.  Morton  took 
said  proposition  into  consideration,  and  resolved  to  report  the  same 
to  the  Board  and  recommend  its  acceptance. 

New  York,  December  30th,  1904. 

Very  respectfully, 
(Signed)  GEORGE  W.  HARD, 

HENRY  FOSTER  HITCH. 

The  undersigned  offers  to  buy  the  7,500  shares  of  the  capital 
stock  which  the  Washington  Life  Insurance  Company  is  author- 
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ized  to  issue  and  to  pay  therefor  in  casli  at  the  rate  of  $175,  viz. : 
at  an  aggregate  price  of  $656,250. 

This  offer  is  subject  to  three  conditions: 

(1)  That  resignations  of  officers  and  directors  be  put  at  my  dis- 
posal to  enable  the  new  stockholders  to  reorganize  the  manage- 
ment. 

(2)  That  th'e  holders  of  at  least  one-half  of  the  old  stock  give 
me  an  option  on  their  stock  for  one  year  at  par. 

(3)  That  the  Insurance  Department  is  willing  to  accept  the 
new  arrangement  as  a  satisfactory  basis  for  the  continuance  of 

-  the  company's  business. 

(Signed)  LEVI  P.  MOKTOIN". 

December  29th,  1904. 

This  report  of  the  committee  on  motion  duly  seconded  was 
unanimously  adopted.  Mr.  Hai-d  and  Mr.  Hitch  expressed  them- 
selves as  being  exceedingly  gratified  that  they  were  able  to  make 
a  report. 

On  motion  duly  seconded  it  was  resolved  that  a  copy  of  the 
report  of  the  committee  appointed  at  the  meeting  of  the  board 
held  December  27th  be  sent  to  each  director  not  present  at  the 
meeting  held  to-day. 

On  motion  duly  seconded  the  following  preamble  and  resolu- 
tions were  unanimously  adopted: 

Whereas, .  An  examination  of  this  company  by  the  Insurance 
Department  of  the  State  and  the  further  examination  by  an  in- 
dependent actuary  employed  by  the  company  has  satisfied  the 
Board  of  Directors  of  the  company  that  the  surplus  of  the  com- 
pany is  substantially  exhausted,  and  upon  the  liquidation  of  the 
assets  of  the  company  the  reserve  for  tlie  security  of  the  policy- 
holders would  probably  prove  to  have  been  impaired,  and. 

Whereas,  The  company  has  been  unable  after  diligent  effort 
to  effect  the  re-insurance  of  its  risks  by  reason  of  insufficiency  of 
assets,  and, 

Whereas,  The  Insurance  Department  has  expressed  its  unwill- 
'ingness  to  permit  the  company  to  continue  in  business  unless 
policyholders  are  made  more  secure  by  the  contribution  of  new 
money  sufficient  to  make  a  substantial  surplus,  and. 

Whereas,  the .  committee  of  this  Board  appointed  to  negotiate 
for  a  s^le  of  stock  which  the  Board  of  Directors  is  authorized  to 
issue  but  has  not  issued,  has  reported  that  the  only  offer  for 
such  stock  which  they  have  been  able  to  obtain  is  an  offer  made 
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after  all  other  negotiations  have  failed  by  the  Honorable  Levi  P. 
Morton  for  himself  and  associates  to  purchase  and  paj  for  said 
authorized  and  unissued  stock  at  the  rate  of  $175  for  each  100 -dol- 
lars per  value  thereof,  and, 

Whereas,  It  is  necessary  for  the  further  continuance  of  the 
company  that  the  surplus  should  be  made  up  in  time  to  appear  in 
the  annual  statement  of  December  31st,  1904:       *      .         "" 

ISTo'W,  therefore,  in  the  exercise  of  the  power  and  discretion 
vested  in  the  Board  of  Directors  by  the  fourth  section  of  the 
seventh  article  of  the  charter  of  the  Washington  Life  Insurance 
Company,  the  Board  of  Directors, 

Resolve  to  increase  and  does  hereby  increase,  the  capital  stoclc 
of  the  company  to  the  amoimt  of  five  hundred  thousand  dollars, 
and  for  that  jourpose  it  does  hereby  provide  that  the  officers  of  the 
company  receive  and  accept  the  subscription  of  the  Honorable 
Le^'i  P.  Morton  for  stock  additional  to  that  heretofore  issued  to 
the  amount  of  $375,000  per  value  divided  into  7,500  shares  of 
iifty  dollars  each  at  $87.50  per  share,  payable  in  cash,  and  issue 
the  said  stock  to  the  said  Honorable  Levi  P.  Morton  or  such 
persons  as  he  shall  designate  upon  payment  of  the  said  purchase 
price. 

The  resignations  of  all  directors  present  at  the  meeting  were 
then  called  for.  The  resignations  were  tendered  and  placed 
in  the  hands  of  Mr.  Eoot. 

Mr.  Mead's  resignation  as  director  was  accepted. 

The  president  then  called  for  the  unanimous  consent  of  the 
directors  to  suspend  Article  16  of  the  by-laws  entitled  "Va- 
cancies." 

The  unanimous  consent  being  given  the  Board  proceeded  to 
the  election  of  directors  to  till  vacancies. 

The   following  gentlemen   were   nominated: 

Thomas  F.  Ryan, 
Harry  Payne  Whitney, 
Charles  H.  Allen, 
William  A.  Street, 
Winthrop  Rutherford, 
Elihu  Root,  and 
John  Tatlock. 

On  motion  duly  seconded  the  secretary  was  instructed  to  cast 
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one  ballot  for  the  election  of  tliese  gentlemen  as  directors  and 
they  were  declared  unanimously  elected. 

On  motion  duly  seconded  it  was  resolved  that  the  Board  ad- 
journ to  meet  Tuesday,  January  3d,  1905,  at  11  a.  m. 

The  president  then  tendered  his  resignation,  and  his  resigna- 
tion was  accepted,  Mr.  Hitch  taking  the  clair. 

Mr.  Root  stated  that  the  Mutual  Life  Insurance  Company  had 
given  Mr.  John  Tatlock,  the  associate  actuary  of  that  company, 
a  three  month's  leave  of  absence,  in  order  that  he  might  super- 
vise the  affairs  of  the  Washington  Life  Insurance  Company  with 
the  distinct  understanding  that  Mr.  Tatlock  is  to  have  absolute 
control  for  that  purpose. 

On  motion  duly  seconded  Mr.  John  Tatlock  was  elected  presi- 
dent of  that  company. 

On  motion  the  meeting  adjourned.    , 

GTJLIFJ,MUS  I-I.  BREWEE, 

Secretary. 

Q.  Prior  to  the  re-organization  of  the  pianagenient  of  the 
company  at  the  end  of  last  year  the  compnay  had  made  very 
few  investments  in  stocks,  had  it  not,  or  bonds?  A.  Very  few, 
yes,  sir. 

Q.  What  was  the  amount  of  the  outstanding  securities  owned 
In-  the  company  at  the  end  of  1904?  A.  It' was  about  $453,000 
—  less  than  half  a  million. 

Q.  And  they  are  thus  stated  in  the  annual  report  of  the  com- 
pany— you  find — found  that  tc>  be  correct?     A.  Yes. 

Q.  What  has  been  the  amount  Avhicli  has  been  invested  in 
securities  since  January  1,  1905?  A.  Something  over  four 
million  dollars  —  about  $4,100,000,  I  should  say. 

Q.  What  is  the  explanation  of  such  a  large  investment  in 
1905  ?  A.  Well,  the  Finance  Committee  felt  that  the  investments 
of  the  company  in  bonds  and  mortgage  loans,  and  in  real  estate, 
were  altogether  too  heavy,  and  the  amount  of  money  which 
Ave  have  had  for  investment  has  been  in  the  form  of  negotiable 
securities. 

Q.  How  much  did  you  have  invested  in  real  estate  prior  to 
or  at  the  end  of  1904?    A.  About  $6,300,000,  sir. 

Q.  And  has  any  considerable  part  of  that  been  withdrawn 
from  investment  in  jeal  estate?  A.  ISTo,  sir.  We  have  sold 
one  piece  of  property  amounting  to  about  $150,000,  and  there 
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was  a  mortgage  on  one  of  the  pieces  of  property  included  in 
the  schedule  which  has  since  been  paid,  which,  of  course,  in- 
creases by  $350,000,  the  amount  of  real  estate. 

Q.  How  have  the  moneys  been  provided  which  have  been  used 
for  the  purchase  of  securities  in  1905  ?  A.  At  the  beginning  of 
the  year  there  were  banli  balances  amounting  to  about  $1,750,000, 
which  had  accrued  from  loans  paid  off  under  the  old  administra- 
tion, and  not  reinvested,  from  current  income,  and  from  the 
amoimt  paid  in  for  the  new  stock.  There  has  been  paid  in  this 
year  into  the  treasury  of  the  company  a  large  amount  of  bond  and 
mortgage  loans,  the  proceeds  of  which  have  had  to  be"  reinvested. 

Q.  What  amount  of  bond  and  mortgage  loans  have  come  in 
which  you  have  reinvested?  A.  I  should  think  between  three 
and  four  millions. 

Q.  Between  three  and  four  million  dollars.  Were  they  called 
to  any  extent  ?  A.  Some  of  them  were  due  and  were  called.  On 
a  number  of  them  the  company  was  advised  by  the  insurance 
department  to  call  for  a  reduction  of  principal,  and  reductions 
were  very  generally  made,  and  some  of  those  loans  were  paid  off 
in  addition. 

Q.  Has  it  been  the  policy  of  the  new  management  to  invest 
so  far  as  possible  in  negotiable  securities  and  to  lessen  its  invest- 
ment in  mortgages  and  real  estate  ?  A.  Yes,  sir,  by  reason  of  the 
fact  that  real  estate  itself  and  bond  mortgage  loans  on  real  estate 
are  the  some  kind  of  investment  practically. 

Q.  Well,  why  do  you  not  regard  an  investment  in  real  estate 
or  that  is  to  say  in  mortgages  secured  by  real  estate  as  a  very 
satisfactory  investment  for  a  life  insurance  company?  A.  Ex- 
perience, I  think,  has  shown-  that  it  is  well  for  a  life  insurance 
company  of  any  size  to  have  its  investments  distributed  through 
different  kinds. 

Q.  What  is  the  amount  you  now  have  invested  on  bond  and 
mortgage  on  real  estate  ?  A.  About  four  and  a  half  million  dol- 
lars. 

Q.  What  is  the  amount  you  now  have  invested  in  real  estate? 
A.  About  $6,700,000. 

Q.  And  the  real  estate  holdings  on  December  18,  1905,  ac- 
cording to  their  book  value  amount  to  $6,652,484?     A?  Yes. 

Q.  How  does  that  compare  with  the  amount  of  real  estate  hold- 
ings at  the  end  of  1904  ?  A.  I  think  it  is  an  increase  of  about 
two  hundred  thousand  dollars,  something  like  that. 
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!MR.  HUGHES :     I  will  have  this  sheet  of  real  estate  holdings 

furnished  by  you  marked  for  identification. 

(Paper  marked  Exhibit  7Y2  for  identification). 

THE  WITNESS :  That  increase  is  not  due  to  the  acquisition 
of  any  new  real  estate.  It  is  due  to  the  mortgages  that  were  paid 
off. 

Q.  Is  this  last  Exhibit  T72  for  identification  a  complete  list 
of  your — of  all  your  real  estate  holdings  on  December  18,  1905  ? 
A.   Yes,  sir. 

Q.  And  these  have  not  changed  since  1904  save  to  the  extent 
any  mortgage  upon  certain  of  them  was  paid  off  ?  A.  Was  paid 
(lit,  yes,  that  is  right. 

Q.  ^^'hat  was  the  amount  at  the  end  of  1904  invested  in  bond 
and  mortgage  upon  real  estate  ?  A.  I  suppose  about  eight  mil- 
lions— I  really  don't  remember — (examining  book) — $6,700,000. 

Q.  What  is  the  amount  now  invested  in  bond  and  mortgage 
upon  real  estate  ?     A.  About  four  and  a  half  million  dollars. 

Q.  So  you  have  reduced  that  a'  couple  of  million  dollars  ?  A. 
Yes,  sir. 

Q.  And  you  have  invested  since  the  first  of  the  year  three  ot 
four  million  dollars  ia  securities  ?    A.  Over  four  million  dollars. 

Q.  Over  f out  million  dollars  in  securities  ?    A.  Yes,  sir. 

Q,  Is  the  list  which  your  company  has  presented  to  the  Com- 
mittee a  complete  list  of  the  securities  owned  by  your  company 
as  of  October  31,  1905?    A.  Yes,  sir. 

(Paper  marked  Exhibit  773  for  identification.) 

ME.  HUGHES:  The  securities  owned  on  October  31,  1905, 
and  purchased  since  January  1,  1905,  consist  of: 

Hocking  Valley  Preferred. 

Allegheny  &  Western  Railway  Company. 

Cleveland  Pittsburg  Railroad  Company. 

The  Brooklyn  City  Railroad  Company. 

Mobile  &  Ohio  Railroad  Company. 

The  Morris  &  Essex  Railroad  Company. 

Rome,  Watertown  &  Ogdensburg  Railroad  Company. 

The  United  New  Jersey  and  Canal  Company. 

Consolidated  stock  of  the  City  of  New  York, 
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Corporate  Stock  of  the  City  of  E"ew  York. 

City  of  Kichmond,  Virginia. 

City  of  Havana,  Municipal. 

Oregon  Railroad  &  Navigation  Company  Consolidated 
Mortgage. 

Ohio  Prior  Lien. 

Missouri,  Kansas  &  Texas  Company  First  Mortgage. 

The  Eio  Grande  &  Western  Eailroad  Company  First  Mort- 
gage. 

Reading  Company  General  Mortgage. 

Second  Avenue  Railroad  Company,  First  Consolidated  Mort- 
gage. ^ 

Chicago,  Burlington  &  Quincy  Joint  Consolidated. 

Kansas  City,  Ft.  Scott  &  Memphis  Railroad  Company  Re- 
funding. 

Western  Maryland  Railroad  Company  First  Mortgage. 

Western  Union  Telegraph  Company  Refunding  and  Real 
Estate  Mortgage. 

Oregon  Short  Line  Railroad  Company  Refunding  Mortgage, 

Continental  Coal  Company  First  Mortgage. 

Atchison,  Topeka  &  Santa  Fe  Railroad  General  Mortgage. 

Southern  Pacific  Railroad  Company  First  Consolidated  Re- 
funding Mortgage. 

Texas  &  Pacifice  Railway  Company  First  Mortgage, 

Westchester  Lighting  Company  First  Mortgage. 

Kansas  City,  Ft.  Scott  &  Memphis  Railroad  Company  Consoli- 
dated Mortgage. 

Choctaw,  Oklahoma  &  Gulf  Railroad  Company  Consolidated 
Mortgage. 

Lackawanna  Steel  Company  Gold  Notes. 

The  Long  Island  Railroad  Company  Refunding  Mortgage. 

The  Chicago,  Rock  Island  &  Pacific  Railway  Company,  Col- 
lateral Trust  Series. 

Central  Vermont  Railway  Company  First  Mortgage.  ' 

Chesapeake  &  Ohio  Railroad  Company  General  Mortgage. 

Minneapolis  &  St.  Paul  Sault  Ste.  Marie  Railroad  Company 
Consolidated  Mortgage. 

Galveston,  Harrisburg  &  San  Antonio  Railway  Company 
First  Mortgage. 

Pennsylvania  Railroad  Company  Consolidated,  1905. 

Mason  City  &  Fort  Dodge  Railroad  Company  First  Mortgage, 
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Central  of  Georgia  Railway  Company  Consolidated  Mortgage. 

Seaboard  Air  Line  Company. 

Atlanta  &  Birmingham  First  Mortgage. 

Imperial  Japanese  Government  Sterling  Loan,  Second  Series. 

St.  Louis,  Memphis  &  Southeastern  Railroad  Company  First 
Mortgage. 

Baltimore  &  Ohio  Railroad  Cbmpany,  Southwestern  Division 
First  Mortgage. 

The  Louisville  &  Nashville  Railway  Company  Collateral  Trust 
Mortgage. 

The  Central  Pacific  Railway  Company  First  Refunding  Mort- 
gage. 

Atlanta  Coast  Line  Railroad  Company  First  Consolidated 
iMortgage. 

E"orfolk  &  Western  Pocahontas  Joint. 

The  Lake  Shore  &  Michigan  Southern  Railway  Company 
Debentures. 

Making  an  aggregate  cost  of  $4,604,742.19;  the  present  book 
value  is  stated  to  be  $4,568,866.71. 

Q.  -J  find  that  I  was  in  error  in  stating  that  those  were  all 
purchased  since  January  1,  1905  ?  A.  Yes,  sir,  I  was  about  to 
call  your  attention  to  it. 

Q.  The  purchases  are  all  since  January  1,  1905,  with  the  fol- 
lowing exceptions: 

Consolidated  stock  of  the.  City  of  New  York  in  1899. 

Corporate  stock  of  the  City  of  New  York  in  1904. 

City  of  Richmond,  1889  and  1894. 

City  of  Havana  Municipal,  1899  and  1900,  Oregon  Railroad 
Navigation  Company  1901,  Baltimore  &  Ohio,  Missouri,  Kansas 
and  Texas,  Rio  Grande  and  Western,  and  Reading  General 
Mortgage  in,  1903.     A.  Yes. 

Q.  Now,  these  are  all  the  purchases  made  by  the  company 
since  January  1st,  1905,  or  the  securities  now  on  hand?  A.  Yes, 
sir. 

Q.  Have  you  a  statement  of  securities  which  have  been  pur- 
chased and  resold  since  January  1st,  1905  ?  A.  They  have  been 
furnished  to  the  Committee. 

Q.  Did  these  three  transactions  represent  all  the  transactions  of 
purchases  of  securities  since  1905,  other  than  syndicate  participa- 
tions, than  those  stated  in  Exhibit  773  for  identification  containing 
a  list  of  securities  now  owned  'i    A,  Ves,  sij',  I  thiuk  they  do. 
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ME.  HUGHES:   I  offer  these  three  sheets  in  evidence. 

(Papers  marked  11  i,  115  and  776  respectively.) 

(Exhibits  774,  775  and  776  will  be  found  in  the  book  of  ex- 
hibits.) 

ME.  HUGHES:  By  Exhibit  774  it  appears:  The  American 
Tobacco  Conipany,  maturity  August  1st,  1951,  rate  of  interest 
four  per  cent,  interest  period  February  and  August  1st,  as  follows 
— purchases  indicated  in  black  ink  and  sales  in  red  ink. 

The  purchases  are  as  follows :  January  13,  1905 — -$100^000  at 
72,  less  interest  $1,800,  $70,200,  Eyan  &  Kelly. 

March  3,  1905— $45,000  at  cost  75.375,  less  interest  $160,  bools 
value  $33,758.75,  Eyan  &  (Kelly. 

March  3 — $40,000,  cost  price  75.125,  less  interest  $160,  book 
value  $29,907.78,  Eyan  &  Kelly. 

March  3 — $40,000,  cost  price  75.125,  less  interest  $142.22,  book 
value  $1,492.89,  Eyan  &  Kelly. 

March  6 — Par  value  $9,000,  cost  price  75.375,  less  interest 
$35,  book  value  $6,748.75,  Eyan  &  Kelly. 

March  6— $4,000  at  75.125,  less  interest  $15.55,  book  value 
$2,989.45,  Eyan  &  Kelly. 

Sales:  February  10,  1905— $6,000  at  77.62,5,  book  valvie 
$3,510.     Credit  profit  and  loss  account  $366.25. 

February  10th  — Par  value  $35,000,  price  77.760,  book  value 
$24,570.     Credit  profit  and  loss  account  $2,607.50. 

February  10th  —  Par  value  $10,000,  price  77.875,  book  value 
$7,020.     Credit  profit  and  loss  account  $57.50. 

July  13,  1905— Par  value  $55,000,  price  76.250,  booik  value 
$40,332.46.  Credit  profit  and  loss  account  $615.04.  H.  H.  Eyan 
&  Brother. 

July  13,  1906  —  $95,000,  price  76.375,  book  value  $69,665.16, 
Credit  profit  and  loss  account  $1,181.09.     A.  A.  Eyan  &  Brother., 

Q.  That  closed  out  the  $200,000?     A.  Yes,  sir. 

ME.  HUGHES:    I  offer  this  paper  in  evidence. 

(Paper  marked  Exhibit  775.) 

(Exhibit  776  will  be  found  in  the  ^ofe  of  J)xhibit8.) 
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ME.  HUGHES:  Without  reading  it  in  detail,  it  shows  the  pur- 
chase of  the  American  Tobacco  Company  preferred  stock,  rate  of 
interest  six  per  cent.,  as  follows: 

January  13th,  1905,  par  value $70,000 

January  13th,"  1905,  par  value 20,000 

January  16th,  1905,  par  value 10,000 

Making  a  total  of $100,000 

through  Eyan  &  Kelly.  On  July  14th  and  19th,  sales  of  $1 00,000 
through  Eyan  &  Kelly,  and  the  profit  on  the  entire  transaction  of 
$3,993.34. 

Exhibit  776  is  the  Imperial  Japanese  Government  Second  Series 
Bonds,  six  per  cent.,  maturing  1911,  and  shows  the  purchase  of 
$200,000  on  January  I7th  and  19th,  1905,  through  the  Morton 
Trust  Company,  and  sales  of  $200,000  in  February  and  March, 
1905,  through  Eyan  &  Kelly  with  a  profit  of  $11,290.27. 

Q.  Why  was  it  you  closed  out  the  American  Tobacco?  A.  We 
bought  it  in  January  at  the  time  we  were  confronted  with  the 
investment  of  a  large  sum  of  money  —  nearly  $2,000,000.  Those 
securities  were  not  bought  for  a  permanent  investment,  simply 
for  the  time  being,  because  they  paid  a  good  rate  of  interest,  and 
there  was  a  prospect  of  appreciation. 

Q.  How  did  you  justify  the  buying  of  securities  for  a  mere 
temporary  measure,  and  not  as  a  permanent  investment?  A.  The 
finance  committee  fait  it  necessary  that  we  ought  to  get  that 
amount  of  money  at  work. 

Q.  Have  you  the  minute  of  the  board  authorizing  that  pur- 
chase?    A.  Yes,  sir;  I  think'it  was  January  18th. 

Q.  Is  this  the  minute  of  the  meeting?  A.  I  think  so,  1,000 
shares  six  per  cent,  preferred  American  Tobacco  Company  stock, 
at  the  market  price 

ME.  HUGHES:    I  will  read  the  minutes  upon  the  record: 

A  meeting  of  the  finance  committee  of  the  Washington  Life 
Insurance  Company  was  held  at  the  office  of  the  Morton  Trust 
Company,  38  Nassau  Street,  on  Thursday,  Eebruary  12th,  1905, 
at  11  a.  m. 

Present  —  Mr.  Morton,  Mr.  Eyan  and  Mr.  Tatlock. 

Mr.  H.  P.  Whitney  was  also  present  by  invitation. 

Among  the  minutes  is  the  foUo^ving: 
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It  was  moved  that  the  companjr  purchase  the  following  secur- 
ities : 

Two  hundred  thousand  of  C,  B  &  Q.  joint  four  per  cent,  bonds 
at  such  a  price  under  par  as  they  may  be  procured. 

One  hundred  thousand  American  Tobacco  Company  four  per 
cent,  bonds,  at  the  market  price,  and 

One  thousand  shares  of  the  six  per  cent,  preferred  stock  of  the 
American  Tobacco  Company  at  the  market  price. 

Motion,  being  duly  put,  was  carried. 

On  motion,  adjourned. 

JOHN  TATLOCK, 

President. 

Q.  Some  of  these  purchases  had  already  been  made  under  date 

of  January  13th  and  January  lYth,  when  this  meeting A. 

But  this  is  January  12th. 

Q.  Oh,  yes,  I  Avas  mistaken  in  reading  the  date.  Do  you  find 
any  authorization  of  the  second  purchase  of  $100,000  or  any 
ratification?     A.  No,  sir,  I  do  not,  under  the  dates  stated  there. 

Q.  Why  did  you  close  out  the  American  Tobacco  securities? 
A.  We  got  to  the  point  where  it  showed  us  a  profit  on  the  sale, 
and  we  thought  it  was  a  good  time  to  sell  them. 

Q.  Was  it  not  because  the  investment  in  those  securities  was 
disapproved  by  the  board  of  directors?  A.  The  auditing  com- 
mittee of  the  board  of  directors  did  express  a  resolution  to  that 
effect. 

Q.  And  that  is  found  in  the  minutes  of  July  18th,  1905,  of  the 
board  ?  A^  Yes.  My  recollection  is  very  clear  that  we  had  already 
determined  to^sell  them,  because  there  was  a  distinct  understand- 
ing when  we  bought  them  they  were  only  to  be  held  for  a  tem- 
poi'ary  purpose. 

ME.  HUGHES:    I  will  read  the  following  minutes: 

The  regular  quarterly  meeting  of  the  board  of  directors  of  the 
Washington  Life  Insurance  Company  was  held  at  the  oifice  of  the 
company,'  141  Broadway,  New  York,  on  Tuesday,  July  18th, 
1905. 

The   president   in   the   chair. 

Present — Messrs.  Allen,  S.  B.  Clarke,  Eustis,  Ford,  Hard, 
Morton,  Parker,  Rutherford,  Street,  Tatlock  and  Thomas. 
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The  imiuites  of  the  quarterly  meeting"  of  April  18,  1905,  were 
read  and  approved. 

^  On  the  request  of  the  president  the  report  of  the  Auditing 
Committee  was  read  by  Mr.  Hard  in  consequence  of  the  absence 
of  the  chairman  of  that  committee,  Mr.  Valentine  P.  Snyder. 

Your  committee  in  accordance  of  Article  6  of  the  by-laws  of 
the  company  has  made  an  examination  as  on  June  30,  and  beg- 
to  report  as  follows: 

It  seems  proper  to  remark  by  way  of  introduction  that  this 
is  the  first  audit  on  the  part  of  the  present  Board  of  Directors 
under  the  new  management.  It  has  therefore  become  necessary 
to  familiarize  ourselves  with  such  changes  as  have  been  adopted, 
and  to  gain  an  intelligent  Comprehension  of  these  methods  and 
the  results  intended  to  be  obtained  thereby. 

With  this  in  mind  the  committee  has  had  before  it  all  the 
officials  of  the  company  charged  with  the  supervision  of  the 
accounts  and  responsible  therefor,  and  has  made  detailed  and 
searching  inquiries  into  all  points  which  have  come  up  in  the 
course  of  the  examination,  as  to  which  the  committee  desired  in- 
formation in  regard  to  the  purpose  of  a  method  adopted  or  the 
course  of  procedure  followed  in  any  given  case. 

The  cash,  bonds  and  mortgage,  stocks  and  bonds  and  title 
jjapers  to  real  estate  were  examined  by  the  members  of  the  com- 
mittee and  found  to  agree  with  the  statement  prepared  ior  their 
use,  and  which  is  submitted  herewith. 

The  examination  of  books  and  accounts  was  made  by  Mr.  "W. 
J.  Wells,  a  professional  accountant,  retained  by  the  company  as 
an  independent  examiner  of  its  accounts,  both  at  the  home  office 
and  in  the  agencies,  and  his  report  to  the  committee  is  a  verifica- 
tion of  the  reports  prepared  for  the  committee  by  the  officers 
and  submitted. 

We  therefore  report  that  having  m^de  the  examination  called 
for  by  the  by-laws,  we  find  the  assets  and  accounts  correctly  re- 
ported in  the  statements  submitted  to  us. 

The  president  will  submit  a  brief  statement  of  the  operations 
of  this  company  for  the  past  six  months,  as  compared  with  the 
corresponding  period  of  1904,  and  also  a  statement  regarding  the 
liabilities  of  the  company.  This  side  of  the  account  being  almost 
wholly  actuarial  in  the  minutes  and  passed  by  the  committee  on 
the  statement  of  the  president,  acting  as  the  actuary  of  this 
company. 
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Your  committee  desires  to  call  the  attention  of  the  directors 
to  this  specific  point: 

Comment  iipon  these  points  is  worthy  of  attention  hecause,  as 
is  kno"OTi  by  the  Board  of  Directors,  the  circumstances  of  the 
company  are  in  a  somewhat  peculiar  position  owing  to  the  con- 
ditions which  have  necessitated  the  change  of  management. 

For  the  purpose  among  others  of  avoiding  any  chances,  even 
the  slightest,  that  these  conditions  may  he  reproduced,  the  com- 
mittee mention  the  following  items  to  which  it  thinks  that  the 
attention  of  the  management  should  be  especially  directed. 

We  find  that  interest  is  overdue  on  bond  and  mortgage  on 
three  pieces  of  property,  the  amounts  of  overdue  interest  being 
$10,125.  We  are  advised  by  the  president  that  this  matter  is 
receiving  his  prompt  and  careful  attention,  and  he  is  of  the  opinion 
that  these  loans  are  all  good,  and  that  this  matter  will  shortly 
be  adjusted. 

We  note  several  investments  in  industrial  securities  among 
the  assets  of  the  company,  and  the  committee  doubts  whether 
they  will  meet  with  the  approval  of  the  Superintendent  of  Insur- 
ance. We  suggest  that  no  further  investments  of  this  character 
be  made  with  the  company. 

Your  committee  is  of  the  opinion  that  the  amount  of  real  estate 
owned  by  the  company  is  too  large,  and  believes  in  the  policy  of 
reduction  as  rapidly  as  may  be,  .and  in  regard  to  this,  we  are  in- 
formed by  the  president  that  his  views  are  entirely  in  harmony 
with  the  opinion  expressed  by  the  committee. 

Eegarding  the '  matter  of  expenses,  the  committee  finds  that 
there  has  been  a  very  large  reduction  both  in  regard  to  the  agency 
business  and  in  the  administration  of  the  home  office.  By  way 
of  illustration,  we  remark  that  the  salary  list  at  the  end  of  last 
year  stood  at  $156,000,  while  now  it  stands  at  $96,000,  showing 
a  reduction  of  sixty  thousand  dollars  in  this  item  alone.  In  regard 
to  this  the  committee  desires  to  express  its  commendation. 

The  committee  approves  of  the  policy  of  the  management  in 
attempting  to  lay  firm,  secure  and  safe  foundation  here  in  the 
first  place  for  the  conduct  of  the  business.  The  committee  does 
not  believe  that  an  aggressive  movement  to  build  up  a  large  vol- 
ume of  insurance  business  can  be  successfully  c:^rried'out  until 
the  foundation  has  first  been  securely  laid. 

•  The  committee  is  in  hearty  accord  with  the  opinion  expressed 
liy  the  president,  that  before  entering  upon  an  aggressive  cam- 
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paign  for  new  business,  or  for  the  increase  of  business,  it  is  vovy 
essential  that  a  proper  foundation  of  stability  be  first  assured, 
and,  m  general,  the  committee  desires  to  express  the  opinion  that 
based  upon  its  examination,  and  with  the  officers,  it  desires  to 
express  full  commendation  upon  what  has  already  been  done, 
and  its  belief  that  the  methods  adopted  will  produce  satisfactory 
results.  (Signed)  A^  P.  SYNDER. 

(Signed)  GEORGE  M.  HARD. 

(Signed)  WILLIAM  C.  EUSTIS. 

(Signed)  H.  WARD  FORD: 

On  motion  of  Mr.  Morton,  duly  seconded,  the  report  of  tlie 
Auditing  Committee  was  accepted  and  ordered  on  file. 

The  statement  of  the  business  affairs  of  the  company  for  the 
six  months  ending  June  30,  1905,  was  then  read  by  the  presi- 
dent. 

MR.  HUGHES:  In  order  that  the  record  of  securities  pro- 
duced may  be  complete,  I  will  offer  in  evidence  Exhibit  No.  773 
for  identi'fication. 

(Paper  marked  Exhibit  No   773  in  evidence.) 

(Exhibit  No.  773  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Who  have  acted  for  the  company  as  brokers  in  making  the 
purchases  stated?  A.  The  firm  of  Ryan  i:  Kelly,  aftor'A-anl 
changed  into  the  firm  of  A.  A.  Ryan  &  Brother;  McVickar  & 
Phelps,  Joseph  Walkers'  Sons,  and  we  have  bought  a  number  of 
securities  direct  from  the  sellers. 

Q.  What  proportion  of  your  securities  have  been  purchased 
through  Ryan  &  Kelly,  or  through  A.  A.  Ryan  &  Brother?  A. 
I  have  not  examined  that,  but  I  should  say  about  from  one-third 
to- forty  per  cent.,  perhaps  a  half. 

Q.  A  A.  Ryan  &  Brother  succeeded  Ryan  &  Kelly?  A.  Suc- 
ceeded Ryan  &  Kelly. 

Q.  On  July  1?     A.  On  July  1;  yes,  sir. 

Q.  Where  does  your  company  keep  it^  bank  account  ?  A.  They 
have  five  accounts. 

Q.  What  are  they?  A.  One  in  the  Chatham  National  Bank, 
the  Liberty  National  Bank,  the  National  Bank  of  Commerce, 
the  Morton  Trust  Company  and  the  Girard  National  Bank  of 
Philadelphia. 
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Q.  When  were  these  accounts  opened?  A.  Tlie  accounts  in 
tlte  Morton  Trust  Company  and  in  the  Chatham  ISTational  Bank 
were  opened  many  years  ago.  Tlie  accotint  in  the  l^^ational 
Bank  of  Commerce  was  opened  in  the  spring  and  in  the  Liberty 
National  Bank  some  years  ago,  two  or  three  years  ago,  I  think, 
two  years  ago;  and  in  the  Girard  ISTational  Bank  in  Philadelphia 
about  June,  I  think. 

Q.  Have  you  opened  any  new  accounts  since  the  beginning  of 
the  year?     A.  The  Girard  and  the  ISTational  Bank  of   Commerce. 

Q.  What  is  the'  average  balance  carried  with  the  ISTational 
Bank  of  Commerce?  A.  About  twenty-five  thousand  dollars, 
twenty  thousand  to  thirty  thousand  dollars. 

Q.  What  is  your  most  active  bank  account?  A.  The  Girard 
and  the  Liberty.  The  Liberty  for  drafting,  and  the  Girard  is  the 
bank  that  we  put  our  collections  through. 

Q.  What  rate  of  interest  are  you  paid  upon  these  accounts,  or 
balances?  A.  Two  per  cent,  in  all  cases,  except  in  the  Morton 
Trust  Company,  where  we  are  paid  two  and  one-half  per  cent, 
and  in  the  Chatham  we  receive  no  interest  on  five  thoiisand  dol- 
lars 

Q.  Is  there  any  amount  in  the  Morton  Trust  Company  on 
which  you  receive  no  interest?     A.   ISTo,  sir. 

Q.  Or  in  the  ISTational  Bank  of  Conimerce?     A.  ISTo,  sir. 

Q.  Is  the  ISTational  Bank  of  Commerce  an  active  account? 
A.  1^0,  sir. 

Q.  Why  is  is  inactive,  or  what  is  it  kept  for?  A.  It  is  kept  to 
have  twenty-five  thousand  fo  thirty  thousand  dollars  to  draw 
upon  as  an  emergency.     We  have  used  it  in  some  cases. 

Q.  I  note  that  the  account  with  the  Morton  Trust  Company  in 
1904  ran  along  from  $126,000  and  upward,  balance  in  July,  1904, 
to  $181,000,  balance  in  November,  1904,  and  then  was  increased 
in  December  to  $1,057,000.  Was  that  through  the  proceeds'of 
the  sale  of  stock?  A.  Proceeds  of  the  sales  of  stocks,  all 
coveied  into  that  accoimt,  and  then  the  loans  paid  off  in  De- 
cember under  the  old  management  were  covered  into  that — that 
is  our  investment  account. 

Q.  Then  in  January,  1905,  a  balance  in  the  Morton  Trust 
Company  is  $475,000,  $695,000  in  February,  and  falls  to  $259,000 
in  March,  rises  to  $900,000  in  May,  falls'  to  $459,000  in  June, 
then  $239,000  in  July,  $124,000  in  August,  $72,000  in  Septem- 
ber, and  $20,000  in  October.     What  is  the  explanation  of  the 
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fluctuation?  A.  The  explanation  is  that  all  the  money  we  re- 
ceived from  the  loans  that  were  paid  off  were  turned  into  the  in- 
vestment account  in  the  Morton  Trust  Company.  It  was  only 
by  September  or  October  that  we  were  able  to  get  our  money  out 
as  investments  rather  than  in  the  form  of  bank  balances. 

MK.  HUGHES:  I  will  have  this  paper  marked  for  identifica- 
tion. 

(Paper  marked  Exhibit  No.  778  for  identification.) 

Q.  Was  this  resolution  adopted  by  your  Finance  Committee 
on  January  6,  19'05  (indicating)?     A.  Yes,  sir. 

MR.  HUGHES:  I  will  read  the  minutes:  ' 

"  A  meeting  of  the  Finance  Committee  of  the  Washington 
Life  Insurance  Company  was  held  at  the  ofiice  of  the  Morton 
Trust  Company  at ,38  ISTassau  street,  on  January, 6,  1905,  at  ten 
thirty  A.  M. 

Present: 

Mr.  Morton, 
Mr.  Eyan, 
Mr.  Tatlock. 

Mr.  Allen  was  also  present  on  invitation. 

The  minutes  of  the  last  meeting  of  the  Finance  Committee, 
held  on  October  18,  1904,  were  read. 

On  motion  it  was 

EESOLVED,  That  the  bank  accounts  of  the  company  in  the 
Bank  of  America,  and  in  the  United  States  Mortgage  &  Trust 
Company  be  closed  and  that  the  respective  balances  in  these 
depositories  be  transferred  to  the  account  of  the  company  in  the 
Morton  Trust  Company.  Also,  that  the  balance  in  the  Chatham 
National  Bank  be  reduced  in  the  discretion  of  the  president,  and 
that  the  Liberty  National  Bank  be  considered  as  the  depository 
for  the  active  account  of  the  company.    Motion  carried." 

Q.  Those  instructions  were  carried  out?     A.  Yes,  sir. 

Q.  Do  you  find  any  record  of  syndicate  participation  by  the 
Washington  Life  Insurance  Company  prior  to  January  1,  1905? 
A.  No,  sir. 

Q.  Have  there  been  syndicate  participations  by  that  company 
since  that  time?     A,  YeS;  sir. 


4154  Legislative  Insurance  Investigation. 

Q.  How  many  syndicates  has  the  Washington  Life  Insurance 
Company  gone  into  since  the  firat  of  January,  1905?     A.  Six. 

Q.  And  these  are  the  six  indicated  by  the  papers  you  have 
given  me  (indicating)?     A.  Yes,  sir. 

Q. .  This  sheet  that  you  now  hand  me  shows  the-  participation 
in  the  Imperial  Japanese  Government  Sterling  Loan  Syndicate, 
4^  per  cent.  Government  bonds,  due  1925?    A.  Yes,  sir. 

MK.  HUGHES:  I  oiTer  that  in  evidence. 

(Paper  marked  Exhibit  No.  779.) 

(Exhibit  No.  779  will  be  found  in  the  Book  of  Exhibits.) 

Q.  What  is  the  amount  of  the  participation  of  the  Washington 
Life  Insurance  in  that  syndicate?  A.  It  was  ten  thousand 
pounds. 

Q.  Through  whom  was  the  allotment  received?  A.  Kuhn, 
Loeb  &  Company. 

Q.  What  amount  was  paid  on  the  subscription?  A.  The  first 
installment — they  allotted — the  condition  of  the  participation 
was  that  the  participants  should  subscribe  to  an  equal  amoimt. 

Q.  Is  this  the  letter  (handing  paper)  ?  A.  Yes,  sir.  We  were 
allotted  half  of  the  participation.  The  first  installment  was 
twenty-five  hundred  dollars  and  we  paid  the  balance  of  the  sub- 
scription price. 

ME.  HUGHES:  I  offer  the  letter  in  evidence. 

(Paper  marked  Exhibit  No.  780.) 

Q.  Now,  did  you  accept  that  participation?    A.  Yes,  sir. 

Q.  What  payments  were  called  ?  A.  No  payments  were  called 
on  account  of  the  syndicate. 

Q.  No  payments  at  all?    A.  No,  sir. 

Q.  Did  you  wihdraw  your  boflds?  A.  We  took  our  bonds 
and  paid  for  them,  yes,  sir. 

Q.  What  bonds  did  you  take?  A.  We  took  twenty-five  thou- 
sand dollars  New  York  Stock  Exchange  face,  which"  was  the 
amount  allotted  to  us  under  the  subscription. 

Q.  Then  you  did  not  get  the  full  allotment?  A.  We  did  not 
get  the  full  allotment,  no. 

Q.  What  did  you  pay  for  the  twenty-five  thousand?  A.  It 
i^  stated  there.     The  total  sum  of  $21,885.93, 
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Q.  You  took  those  from  the  syndicate  managers  ?     A.  Yes. 

Q.  Then  subsequently  did  you  get  a  profit  from  the  syndicate 
managers?    A.  Yes. 

Q.  Is  this  the  letter  conveying  it  (handing  paper)  ?  A.  Yes, 
sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  YSl). 

Q.  I  find  in  this  statement,  Exhibit  No.  YT9  a  reference  to 
one  himdred  thousand  dollars  paid  April  26,  1905,  to  the  Mor- 
ton Trust  Company?    A.  That  was  an  additional  purchase. 

Q.  That  was  an  additional  purchase  of  what?  A.  Of  that 
same  bond.    It  had  nothing  to  do  with  the  syndicate. 

Q.  Then  these  purchases  appear  in  your  other  sheets  ?  -  A. 
Yes. 

Q.  Why  is  it-upon  this  list  ?  A.  I  do  not  know  why  Mr.  Met- 
calf  put  it  there.    That  is  not  part  of  the  syndicate. 

MK.  METCALF:  No,  but  it  is  a  part  of  the  same  account. 

Q.  Through  whom  did  you  buy  these  bonds?  A.  Morton 
Trust  Company,  I  think. 

Q.  At  what  price?     A.  At  the  subscription  price. 

Q.  How  did  you  happen  to  do  that?  A.  They  let  us  have 
them.    I  do  not  remember  the  circumstances  exactly. 

Q.  Is  that  at  the  same  price  at  which  they  had  subscribed  for 
the  bonds  to  the  syndicate?     A.  Yes,  sir,  so  I  understood. 

Q.  Then  you  sold  out  the  $125,000  ?    A.  Yes,  sir. 

Q.  On  June  21  and  22,  through  Kyan  &  Kelly  and  realized 
a  profit  of  $5,335.92  on  the  bonds  you  had  taken?    A.  Yes,  sir. 

Q.  And  your  profit  on  the  whole  transaction  was  that  $5,- 
335.92  plus  the  $1,257.70  >ou  had  received  from  Kuhn,  Loeb 
&  Company?  A.  Yes,  sir,  unless  this  is  computed  after  setting 
that  profit  against  the  original  cost  of  the  bonds. 

Q.-It  may  be  that  that  is  the  case,  as  I  do  not  see  it  carried 
to  the  last  column?     A.  Yes. 

Q.  So  that  ^e  total  profit  was  $5,335.92?     A.  Yes. 

Q.  The  next  syndicate  is  the  Pennsylvania  Railroad  conver- 
tibles,    Is  that  a  statement  of  It  (handing  paper)?     A.  Yes,  sir. 
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ME.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  Y82.) 

(Exhibit  Y82  will  be  found  in  the  book  of  exhibits.) 

Q.  Erom  whom  did  you  receive  the  participation?  A.  Kuhn, 
Loeb  &  Company. 

Q.  What  was  the  amount  of  your  subscription?,  A.  $50,000 
I  think,  and  then  they  allotted  us  $45,500  in  bonds  or  allotted  us 
a  participation  of  $45,500. 

Q.  And  the  correspondence  relating  to  the  matter  is  in  this 
file  now  handed  you  (handing  papers)?     A.  Yes,  sir, 

ME.  HUGHES:  I  offer  theman  evidence. 

(Papers  marked  Exhibit  783,  784  and  785.) 

Q.  The  third  syndicate  is  Imperial  Japanese  Government 
second  series  4i  per  cent.  Is  this  a  correct  statement  of  it 
(handing  paper)?     A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  786.) 

(Exhibit  786  willbe  found  in  the  book  of  exhibits.) 

Q.  Erom  whom  did  you  receive  the  subscription?  A.  From 
Kuhn,  Loeb  &  Company. 

Q.  And  what  was  the  amount  of  the  subscription?  A.  $50,000. 
I  forget  what  the  allotment  was.  "We  subscribed  for  as  much  as 
the  participation 

Q.  You  subscribed  for  ten  thousand  pounds?     A.  Yes. 

Q.  And  you  received  an  allotment?  A.  It  would  show  there 
we  received  an  allotment  of  ten  thousand. 

Q.  How  many  of  the  bonds  did  you  take?  A.  The  same 
amount. 

Q.  And  did  you  sell  them?     A.  Yes,  sir. 

Q.  And  after  crediting  the  profit  on  the  syndicate  of  $1,170.80 
against  the  price  of  the  bonds  you  realized  on  the  re-sale  a  net 
profit  of  $3,326.79?     A.  Yes.      " 

Q.  The  sale  being  made  on  November  27,  1905,  through  A,  A. 
Eyan  &  Brother?     A.  Yes,  sir. 
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Q.  The  taking  of  the  bonds  having  been  on  August  3,  1905? 
A.  Yes,  sir. 

Q.  And  the  letters  exchanged  in  regard  to  the  matter  are  these 
(handing  papers)?     A.  Yes,  sir,  are  these. 

MR.  HUGHES:  I  offer  them  in  evidence. 

(Papers  marked  Exhibit  787  and  788.) 

Q.  The  next  subscription  is  the  Republic  Iron  &  Steel  Com- 
pany first  mortgage.  Is  this  a  statement  of  that  transaction 
(lianding  pap<.:r)?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  789.) 

(Exhibit  789  will  be  found  in  the  Book  of  Exhibits.) 

Q.  That  participation  was  through  an  allotment  from  the 
]\[orton  Trust  Company?    A.  Yes,  sir. 

Q.  As  shown  by  the  following  letter?  A.  Yes,  sir,  it  was  a 
share  of  their  participation. 

MR.  HUGHES :  I  offer  that  letter  in  evidence. 

(Paper  marked  Exhibit  790.) 

THE  WITI^'ESS:  We  had  nothing  to  do  with  the  syndicate 
managers  in  that  case. 

Q.  Who  was  the  syndicate  managers?     A.  Blair  &  Company. 

Q.  You  accepted  that?    A.  Yes,  sir. 

Q.  Did  you  have  to  put  up  any  money?    A.  No. 

Q.  Did  the  Morton  Trust  Company  put  up  any  money  for  you? 
A.  Jfo,  sir,  I  think  not;   in  fact,  I  know  they  did  not. 

Q.  ISTobody  had  to  put  up  any  money  ?    A.  Yes,  sir. 

Q..  What  did  you  get  as  a  profit?  A.  One  thousand  eight 
hundred  and  forty-seven  dollars  and  four  cents. 

Q.  So  that  your  entire  interest  in  the  transaction  was  through 
the  receipt  of  the  letter  notifying  you  of  the  allotment  and  the 
subsequent  receipt  of  a  check  for  the  profit?    Yes. 

Q,  And  the  letter  accompanying  the  check  is  the  letter  of 
November  20,  1905  (handing  paper)  ?    A.  Yes,,  sir. 
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MR  HUGHES :  I  offer  that  in  evidence. 
(Paper  marked  Exhibit  791.) 

Q.  You  did  not  enter  into  that  syndicate  with  the  idea  of  tak- 
ing any  of  the  bonds,  did  you  —  you  did  not  take  the  allotment 
with  the  idea  of  investing  in  any  of  the  securities?  A.  No,  be- 
cause it  was  not  expected  that  we  would  have  to. 

Q.  It  was  an  industrial,  was  it  not?  A.  It  was  an  industrial. 
-Q.  It  was  a  matter  as  to  which  you  would  not  conteiuplate  a 
permanent  investment?    A.  Yes,  sir,  that  is  right. 

Q.  The  next  syndicate  is  Imperial  Japanese  Government  4s, 
maturing  in  1931  ?    A.  Yes,  sir.    That  is  still  open. 

Q.  This  is  the  statement  of  the  participation?    A.  Yes. 

ME.  HUGHES :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  792.) 

(Exhibit  792  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Imperial  Japanese  Government  Sterling  Loan,  1905,  IN'o- 
vember  28th,  first  subscription,  $1,250.  Erom  whom  did  you 
receive  your  allotment?    A.  Kuhn,  Loeb  &  Company. 

Q.  "Wtat  was  the  amount  of  your  allotment?  A.  I  have  for- 
gotten.   Mr.  Metcalf,  how  much  was  it? 

ME.  METCALE:  Our  allotment  was  £2,000. 

THE  "WITNESS :  It  was  very  small.    I  think  it  was  £2,000. 

Q.  And  did  you  put  up  any  money  ?  A.  We  put  up  the  first 
call  called  for  the  subscription. 

Q.  One  thousand  two  himdred  aud  fifty  dollars?    A.  Yes,  sir. 

Q.  November  28th?    A.  Yes,  a  few  weeks  ago,  I  believe. 

Q.  What  is  the  item  in  red  ink  of  $250.  A.  The  first  check  was 
drawn  for  the  full  amount  of  the  subscription,  and  this  was  a  re- 
fund of  the  balance  over  the  first  amount. 

Q.  Have  you  taken  any  of  the  bonds  ?  A.  We  have  subscribed 
for  the  same  amount. 

Q.  You  have  not  taken  them  ?    A.  We  have  not  got  them 

Oh,  yes,  in  fact  we  just  got  them  yesterday. 

Q.  But  you  have  not  paid  for  them  ?  A.  Yes,  we  paid  for  them 
yesterday. 
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Q.  How  many  of  the  bonds  have  you  taken  ?  A.  Two  thousand 
pounds. 

Q.  The  entire  amount  allotted  to  you  ?  A.  The  entire  amount 
allotted  to  me. 

Q.  In  any  of  these  cases  that  have  been  mentioned  did  you  buy 
any  bonds  in  excess  of  your  allotment.  A.  Not  from  Kuhn,  Loeb 
&  Company. 

Q.  Have  you  from  any  one  else?  A.  We  did,  $5,000  of  the 
Japanese  Ists,  from  the  Morton  Trust  Company. 

Q.  In  any  other  case  have  you  bought  any  ?    A.  ISTo,  sir. 

Q.  So  what  you  have  stated  covers  your  entire  transactions  in 
connection  with  the. securities  as  to  which  you  participated  in  the 
syndicate  ?    A.  Yes,  sir. 

Q.  ifTow,  the  last  syndicate  is  the  Bethlehem  Steel  Company 
syndicate.  When  did  you  obtain  a  participation  in  that?  A. 
November  29th. 

Q.  Nineteen  hundred  and  five  ?    A.  Nineteen  hundred  and  five. 

Q.  From  whom  did  you  receive  the  participation  ?  A.  Harvey 
Fisk  &  Sons. 

Q:  What  is  the  amount  of  your  participation?  A;  One  hun- 
dred thousand  dollars,  with  a  further  contingent  participation  of 
$50,000. 

Q.  As  sho-wn  by  this  letter  of  November  22d,  1905  ?  A.  Yes, 
sir. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  793.) 

Q.  Did  you  sign  the  syndicate  agreement  ?  A.  I  did,  on  the  in-" 
struction  of  the  Finance  Committee. 

Q.  Is  this  the  resolution  of  the  Finance  Committee  giving  you 
those  instructions?    A.  Yes,  sir. 

MR.  HUGHES :    I  will  read  in  evidence. 

A  meeting  of  the  Finance  Committee  of  the  Washing-ton  Life 
Insurance  Company  was  held  at  the  office  of  the  Morton  Trust  Com- 
pany, November  29,  1905,  at  1.30  p.  m. 

Present:     Messrs.  Allen,  Morton,  Ryan,  Whitney  and  Tatlock. 

The  minutes  of  the  meeting  of  November  22,  1905,  were  read 
and  approved. 
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The  president  reported  the  sale  of  $50,000  Imperial  Japanese 
loan,  44^  second  sei'ies  at  93 ;  and  the  piirchase  of  $50,000. "Lehigh 
&  Wilkesbarre  Coal.  Company,  4^^  bonds  for  1910,  at  101|  and 
interest. 

Also  that  after  consultation  with  officers  of  the  Finance  Com- 
mittee, the  company  had  subscribed  to  the  new  Imperial  Japanese 
■1  per  cent,  loan  to  the  amount  of  its  participation  in  the  syndicate 
formed  for  the  placing  thereof. 

On  motion,  the  above  mentioned  transactions  were  approved. 
-On  motion,  it  was  ordered  to  accept  participation  of  $100,000 
in  the  syndicate  being  formed  by  Harvey  Fisk  &  Son  for  the  pur- 
chase of  the  Bethlehem  Steel  Company  first,  extended,  guaranteed 
6  per  cent,  bonds. 

On  motion,  adjourned. 

-    '         JOHN  TATLOOK, 

President 

Q.  That  is  the  last  meeting  of  the  Finance  Committee?  A. 
That  is  the  last  entered  in  the  book. 

Q.  How  do  you  reconcile  the  joining  in  the  syndicate  with 
the  opinion' expressed  at  the  meeting  of  the  Board  of  Directors  in 
July,  as  to  the  attitude  of  the  company  toward  industrial  se- 
curities ?  A.  Well,  I  do  not  take  the  personal  responsibilities  for 
investments. 

Q.  .You  acted  under  instructions  in  the  matter?  A.  I  acted 
under  instructions,  and  in  these  syndicates  it  is  understood  you 
do  not  have  to  take  the  bonds  unless  you  want  them. 

Q.  But  you  do  have  to  take  them  if  you  do  not  want  them, 
if  you  are  required  to  ?     A.  If  you  are  required  to,  yes,  sir. 

Q.  Well,  my  point  was  this.  There  appears  to  have  been  a 
definition  of  policy  at  the  meeting  of  the  Board  in  July,  1905, 
as  to  the  propriety  of  investing  in  industrial  securities.  Has  there 
been  a  change  in  that  policy  ?  A.  ISTo,  sir,  I  do  not  think  there 
has,  but  the  line — but  the  definition  of  what  is  industrial  is  so 
broad  and  without  such  definite  limits,  that  I  think  there  would 
be  a  difference  of  opinion  in  any  Board.  For  instance,  we  hold 
$50,000  of  the  Lackawanna  Steel  Company  bonds  and  notes,  5 
years,  56  per  cent,  notes,  and  while,  of  course,  that  is  an  industrial 
security,  yet  no  man  who  has  any  opinion  on  securities  would 
consider  that  anything  but  first  class. 

Q.  Well,  is  the  point  then  that  you  will  invest  in  fi¥st-cla=s 
industrial  securities  or  that  you  will  not  invest  in  industrial  se- 
curities at  all  ?     A.  Well,  I  think  it  is  rather  the  first  because • 


Testimony  of  John  Tatloch.  4161 

Q.  That  is,  you  will  not  invest  in  poor  industrial  securities  ? 
A.  I  laiow  that  that  very  point  came  up  when  Mr.  Snyder 
drafted  that  report,  that  paragraph  concerning  industrial  se- 
curities in  the  report  of  the  Auditing  Committee,  that  very  point 
about  the  Lackawanna  Steel  Fives  that  I  mentioned  to  you  just 
now. 

Q.  Well,  then,  your  company  has  no  settled  policy  with  refer- 
ence to  industrial  securities  as  a  class,  but  only  scans  them  a  little 
nica-e  carefully  before  making  an  investment  ?  A.  I  think  that  is 
a  fair  statement,  althoiigh 

Q.  Now,  have  you  had  any  other  participations  in  a  syndicate 
of  any  sort  through  the  Morton  Trust  Company  or  through  any 
one  of  your  officers  jvhich  does  not  appear  in  the  sheets  which 
have  been  mentioned  ?     A.  ITo,  sir. 

Q.  Are  you  entitled  directly  or  indirectly  to  any  benefits  on 
any  syndicate  participation  which  does  not  appear  in  these  sheets 
which  have  been  put  in  evidence?     A.  No. 

Q.  These  comprise  all  your  transactions  of  that  sort  ?  A.  Yes, 
sir. 

Q.  And  all  the  securities  which  you  have  purchased  either 
7  directly  or  indirectly  or  have  acquired  that  have  been  floated  by 
syndicate  managers  are  comprised  in  the  list  of  securities  pro- 
duced which  has  been  furnished  the  Committee  ?     A.  Yes,  sir. 

Q.  Have  you  participated  yourself  in  any  of  the  syndicates? 
A.  No,  sir. 

Q.  Have  any  of  the  executive  officers  participated  in  any  of 
these  syndicates?  A.  No,  sir,  nobody  connected  with  the  com- 
pany in  any  capacity. 

Q.  Well,  the  members  of  the  Finance  Committee  have,  have 
they  not?     A.  Not  personally,  no. 

Q.  Not  in  any  of  them?     A.  Not  in' any  of  them. 

Q.  You  are  prepared  to  testify  to  that  positively?     A.  Yes. 

Q.  So  that  Mr.  Ryan  was  not  in  any  of  these  syndicates?  A. 
Not  personally. 

Q.  You  mean  by  that  if  he  had  any  interest  it  would  be  through 
the  Morton  Trust  Company?  A.  It  would  be  through  the 
ilorton  Trust  Company's  interest. 

Q.  And  similarly  with  Governor  Morton?     A.  Yes,  sir. 

Q.  Are  these  brokers  related  to  Mr.  Eyan  that  have  been 
131 
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mentioned?     Eyan  &  Kelly?     A.  Yes,  sir.     The  Eyans  are  his 

3ons. 

THE  CHAIEMAN:  The  committee  to-morrow  will  meet  in 
the  Aldermanic  Chamber  at  the  other  end  of  jthe  building  at 
10.30  o'clock  sharp. 

Adjourned  to  December  20,  at  10.30  A.  M. 


[ALDERMANIO  CHAMBER, 

City  Hall,  New  York  City. 

December  20,  1905. 

-The  committee  met  pursuant  to  adjournment, 'Senator  Arm- 
strong in  the  chair. 

JOHN"  TATLOCK,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Tatlock,  are  these  all  the  collateral  loans  made  by  the 
Washington  Life  Insurance  Company  since  January  1,  shown 
by  the  papers  received  by  the  committee?     A.  Yes,  sir. 

MR.  HUGHES:  I  will  have  them  marked  for  identification. 

(The  papers  were  marked  Exhibits  794,  795,  796,  797  and  798 
for  identification.) 

Q.  These  appear  to  be  business  loans  on  collateral?  A.  Yes, 
sir. 

Q.  Has  there  been  any  loan  since  January  1,  1905,  to  or  for 
the  benefit  of  any  officer  or  director  of  the  company,  directly  or 
indirectly?     A.  No,  sir,  absolutely  none. 

Q.  Is  this  a  complete  list  of  legal  fees  paid  by  the  "Washington 
Life  for  the  ten  years  last  past?  A.  Yes,  sir;  up  to  the  end  of 
1904. 

MR.  HUGHES:  I  T^ill  have  it  marked  for  identification. 

(Paper  marked  Exhibit  799  for  indentification.) 

Q.  You  found  no  records  of  any  payments  to  Andrew  Hamil- 
ton? A.  No, 

Q.  Or  to  A.  0.  Fields?     A.  ISTo,  sir. 

Q.  Or  to  William  H.  Buckley?     A.  No. 

Q.  Or  of  any  payments  in  connection  with  matters  of  legisla- 
tion? A.  No,  sir. 

4163 


4164  Legislative  Insurance  Investigation. 

Q.  (Handing  paper.)  Is.  this  a  complete  statement  from  tte 
books  of  the  Washington  Life  'of  the  loans  made  prior  to  Decem- 
ber 31,  1904,  for  the  preceding  ten  years  ?     A.  Yes,  sir. 

ME.  HUGHES:  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  800  for  identification.) 

Q.  Is  this  a  correct  statement  of  the  amount  of  your  out- 
standing insurance  on  the  annual  and  deferred  dividend  pkns 
respectively?     A.  Yes,  sir,  to  November  1. 

Q.  ISTovember  1,  1905?     A.  Yes.  sir. 

MR  HUGHES:  I  will  read  it  in  evidence:  "The  present 
amount  of  outstanding  insurance  on  the  annual  dividend  plan  is 
$12,339,000. 

"  The  present  amount  of  outstanding  insurance  on  the  deferred 
dividend  plan  is  $45,440,000." 

Q.  What  is  the  method  by  which  annual  dividends  have  been 
calciilated?  A.  For  a  number  of  years  it  has  been  the  custom 
to  allow  one  and  one-half  per  cent,  interest  on  the  initial  re- 
serve for  the  policy  year  and  five  and  one-half  per  cent,  on  the 
loading  on  the  premiums.  These  contributions  so-called  for  each 
age  were  modified  according  to  a  scale  of  percentages,  the  scale 
varying  according  to  the  duration  of  the  policy,  the  policies  issued 
in  the  earlier  years  getting  100  per  cent,  of  the  contributions  and 
for  the  later  years  being  scaled  down  according  to  the  table  which 
has  been  submitted. 

Q.  Is  the  method  correctly  stated  in  this  memorandum  that 
has  been  produced  ?    A.  Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  801.), 

(Exhibit  801  will  be  found  in  the  book  of  Exhibits.) 

Q.  Is  that  the  same  method  that  was  adopted  by  the  Mutual 
Life?    A.  It  was  very  similar. 

Q.  Similar,  but  different  ?    A.  'No,  only  in  detail. 

Q.  In  other  words,  you  took  one  and  one-half  per  cent,  in- 
terest on  the  initial  reserve  and  5i  per  cent,  on  the  loading  on  the 
annual  premium?    A.  Yes,  sir. 
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Q.  That  was  tbe  manner  in  whicli  the  dividends  were  calcu- 
lated, whatever  the  income  may  have  been?  A.  Of  course,  you 
will  understand  this  the  method  adopted  by  the  prior  actuary  of 
the  -company. 

Q.  Xes,  prior  to  your  connection  with  the  company  ?  A.  Prior 
to  my  connection  with  the  company,  yes. 

Q.  Did  this  method  result  in  giving  the  same  dividends  right 
along  ?    A.  From  year  to  year  do  you  mean. 

Q.  Yes.  A.  Well,  it  would  give  an  increasing  dividend,  in- 
creasing in  the  ratio  of  the  reserve. 

Q.  But  apart  from  that  proportionate  increase  the  dividends 
would  be  the  same  ?    A.  Yes,  sir. 

Q.  So  that  whether  the  company  rdadc  or  lost  money  the  gain 
of  the  policyholder  would  increase  according  as  the  reserve*  upon 
his  policy  increased?     A.  Yes. 

Q.  Do  you  think  that  is  a  proper  way  of  computing  an  ani'.iial 
dividend?  A.  I  am  inclined  to  think  that  there  is  a  good  deal 
in  justification  to  be  said  for  that  method. 

Q.  What  is  the  justification  for  giving  a  man  gains  in  an- 
nual dividends  which  the  company  may  not  have  earned  ?  A.  I 
beg  pardon,  I  misunderstood  your  question.  I  thought  your  ques- 
tion was  as  to  the  method.  Of  course,  you  cannot  justify  di.s- 
tributing  profits  that  you  have  not  earned.  ' 

Q.  I  mean  it  would  lead  to  it  in  the  case  of  a  given  year  when 
they  did  not  make  money  ?    A.  Yes,  sir. 

Q.  And  this  plan  would  lead  to  that,  would  it  not?  A.  In  the 
particular  case  of  the  Washington  Life  in  the  past  years,  yes,  sir. 

Q.  And  this  method  .would  give  a  definite  percentage  of  the 
loading  which  remained  constant  on  the  annual  premium  each 
year,  and  in  addition  1^  per  cent,  upon  an  increasing  reserve  ?  A. 
Yes. 

Q.  So  that  a  man  would  continually  have  a  certain  amount 
or  dividend  based  upon  the  loadings  and  an  increased  amount 
based  upon  the  reserve,  regardless  of  the  operations  of  the  com- 
pany ?    A.  Yes,  sir. 

Q.  Was  that  method  adopted  in  the  Mutual  Life  ?    A.  "JSTo,  sir. 

Q.  Then  was  there  an  attempt  to  approximate  the  dividends 
to  the  actual  gain  ?     A.  Yes, .  according  to  the  actual  facts. 

Q.  By  a  modification  of  the  actual  factors  that  were  taken  with 
eome  reference  to  the  actual  experience?    A.  Yes,  sir. 

Q.  What  is  your  method  now  in  the  Washingrton  Life?  A.  The 
problem  has  been  presented  to  me  only  for  the  dividends  for  1006, 
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for  anmial  dividends  for  1906  it  has  seemed  to  me  wi=p  to  ve 
that  same  method  for  the  annual  dividends.  The  changes  in  the 
financial  history  of  the  company  and  the  process  of  re'>rganiza- 
tion  ■w'hich  it  is  going  through  absolutely  precluded  anj  actual 
determination  of  the  so-called- real  earnings. 

Q.  Have  you  made  any  estimate  of  the  results  of  the  business 
for  the  year  1905?     A.  No,  sir — well,  yes,  for  nine  months. 

Q.  What  does  it  show?  A.  It  shows  that  for  nine  months 
the  actual  net  earnings  of  the  company,  based  upon  the  best  valu- 
ation of  the  liabilities  I  could  make,  at  the  end  of  September 
amount  to  $226,000,  of  which  earnings  $77,000  is  dividends  paid 
to  policyholders  in  1905  and  $149,000  in  increase  in  surplus,  mak- 
ing the  surplus  at  the  end  of  September  $224,000. 

Q.  Is  that  over  and  above  the  capital  stock?  A.  Over  and 
above  the  capital  stock. 

Q.  At  par?    A.  At  par,  yes,  s'r. 

Q.  How  much  of  that  is  due  to  the  premiums  received  on  the 
increased  capital?  A.  Well,  that  premium  upon  the  increased 
capital  went  to  make — all  biit  $75,000  of  it  went  to  make  up  the 
deficiency  at  the  end  of  1904. 

Q.  So  there  was  only  $75,000  which  could  apply  on  the  gains 
of  this  year,  or  be  a  part  of  them  ?  A.  Yes,  sir,  or  be  a  part  of 
the  surplus  dividend  at  the  end  of  this  year. 

Q.  So  that  after  setting  aside  dividends  to  policyholders  in 
the  amount  of  '$77,000  and  paying  all  of  your  expenses  for  the 
nine  months,  you  figure  you  will  have  a  surplus  in  excess  of  the 
$75,000  realized  from  the  capital  stock,  of  about  $75,000?  A. 
ISTo,  of  $149',000. 

Q.  Oh,  that  was  in  excess  of  the  $75;000?     A.  That  was  in 
excess  of  the  $75,000.     The  actual  free  surplus  of  the  company 
at  the  end  of  September  over  and  above  the  capital  stock  was  - 
$229,000. 

Q.  How  were  the  dividends  on  deferred  dividend  policies  com- 
puted under  the  former  administration?  A.  Well,  the  annual 
dividends  for  a  similar  policy  having  a  five^^  or  ten,  or  fifteen  year 
distribution  period  were  taken  during  that  term,  and  the  reversion- 
ary values,  that  is,  the  insurance  values  of  those  paid  dividends 
as  computed  for  each  year  were  summed ;  the  present  cash  value  of 
that  sum  of  reversionary  insurance  was  considered  as  the  cash 
dividend  on  that  distribution  period,  and  those  results  were  modi- 
fied by  percentage  in  accordance,  I  regret  to  say,  with  what  seems 
to  me  no  jjlan. 
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Q.  What  do  you  mean  by  that,  precisely?  A.  Well,  there  does 
not  seem  to  have  been  any  regular  method  in  applying  those  per- 
centages. 

Q.  They  were  applied  arbitrarily?     A.  Rather,  yes. 

Q.  Well,  with  what  object?  A.  Well,  I  should  judge,  to  make 
them  look  about  right,  to  give  a  reasonable  percentage  of  the 
premiums  that  had  been  paid  by  the  policyholder. 

Q.  What  method  have  you  adopted,  or  do  you  plan  to  adopt, 
under  your  administration?  A.  I  plan  to  adopt  a  method  of  tak- 
ing the  annual  dividends  which  were  declared  on  similar  policies 
to  the  distribution  policy,  and  accumulate  them  at  interest  to  the 
end  of  the  distribution  period,  or  what  comes  to  the  same  thing, 
accumulate  them  as  pure  endowment  to  the  end  of  the  distribu- 
tion period,  which  method  coinpensated  the  deferred  dividend  pol- 
icyholder for  the  risk  he  has  run  of  losing  his  dividend.  That 
method,  I  think,  would  meet  the  approval  of  other  actuaries. 

Q.  At  the  end  of  1904  the  surplus  had  been  exhausted  and 
the  capital  impaired?    A.  Yes,  sir. 

Q.  As  a  result  up  to  1904,  that  is  the  end  of  that  year  there 
was  no  accumulation?    A.  Yes,  sir. 

Q.  Eor  any  of  the  deferred  dividend  policies  previously  issued? 
A., Yes,  sir. 

Q.  So  whatever  will  be  apportioned  to  the  deferred  dividend 
policies  of  issues  earlier  than  1905  will  depend  on  the  surplus 
gain,  beginning  January  1,  1905  ?     A.  Yes,  sir. 

Q.  And  will  be  apportioned  in  accordance  with  their  contri- 
butions to  that  surplus?  A.  Not  necessarily,  Mr.  Hughes,  be- 
cause the  surplus  it  seems  to  me  must  be  drawn  upon  to  make 
up  the  accumulation  of  past  years,  that  were  wiped  out.  That 
is  only  fair  to  the  individual  policyholders. 

Q.  Well,  is  that  fair  to  the  policyholders,  who  in  1905,  are 
pro-\nding  the  surplus  which  is  then  accumulated?  A.  Shictly 
speaking,  perhaps  not,  but  it  is  a  question  of  expediency  of 
})ractice  rather  than  of  strict  theory  it  seems  to  me. 

Q.  Isn't  that  the  vice  in  this  whole  matter  of  dividend  ascer- 
tainment, that  the  effort  is  to  keep  people  quiet,  and  deal  ^y;■th 
the  situation  in  such  a  way  as  to  create  harmony  rallier  than 
to  give  them  the  gains  they  are  actually  entitled  to  on  the  busi- 
ness according  to  its  actual  results?  A.  There  seems  to  be  a 
good  deal  of  evidence  that  would  justify  that  view.  I  would  not 
go  quite  as  far  as  that  myself. 
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Q.  Don't  you  think  that  starting  with  a  deficit  on  Dpceniber 
31,  1904,  and  then  acciunulating  the  surplus  through  the  con- 
tributions made  in  the  premiums  of  policyholders  paid  after 
that  date,  that  the  accumulations  should  be  distributed  accord- 
ing to  those  contributions?  A.  So  far  as  your  statement  is 
true  that  is  correct,  yes,  sir;  but  there  are  miscellaneous  sources 
of  profit  which  seem  to  me  are  fairly  entitled  to  be  credited  to 
policyholders  who  lost  their  accumulations  before. 

Q.  You  mean  a  gain  on  some  investments  that  have  been  made 
for  example  years  ago?  A.  'Ko,  I  do  not  mean  that}  I  nienn 
current  gains  on  investments,  profit  and  loss  gains,  and  gains 
on  exccfs  of  interest. 

Q.  Those  are  gains  at  this  particular  time  ?  A.  They  are 
gains  at  this  particular  time,  of  course,  but  it  seems  to  me  that 
the  old  policyholders  are  entitled  to  something  out  of  that. 

Q.  The  point  is  you  think  they  would  feel  very  sore  if  they 
didn't  get  it?  A.  I  know  they  would  feel  very  sore  if  they 
didn't  get  it,  but  if  they  have  a  right  to — the  problem  is  not  a 
simple  one  by  any  sort  of  means. 

Q.  Do  you  now  permit  estimates  to  be  distributed  with  regard 
to  the  prospects  of  policyholders  under  deferred  dividend 
policies?    A.  'No,  sir. 

Q.  How  do  you  endeavor  to  control  that  matter?  A.  Well,  it 
is  one  which  from  the  particular  nature  of  the  business  it  is 
impossible  to  control.  "Whenever  the  question  has  been  presented 
to  me  I  have  said  that  I  in  no  wise  authorized  estimates  to  be 
given  out,  that  I  didn't  approve  of  them,  and  that  no  agent  of 
the  company — I  have  said  this  to  several  policyholders  in  writing 
— certainly  by  word  of  mouth — that  no  agent  of  the  company 
had  any  authority  to  express  an  opinion  on  the  question  of  profits, 
either  his  own  or  any  other  person's  premiums. 

Q.  Have  you,  as  a  matter  of  fact,  any  deferred  dividend 
policies  maturing  this  year,  1905?    A.  Yes,  sir. 

Q.  Have  you  made  any  calculation  with  regard  to  apportion- 
ment to  them  of  any  surplus?  A.  Those  apportionments. were 
all  made  before  I  took  hqld  of  the  company  and  the  dividends 
have  been  paid  in  accordance  therewith. 

Q.  In  accordance  with  those  apportionments?  A,  In  accord- 
ance with  the  previous  apportionments. 

Q.  How  could  you  do  that  on  the  ascertainment  of  the  fact 
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there  had  been  no  accumulation?      A.  We  simply  felt  it  was 
right  to  those  policyholders  to  give  them  those  dividends. 

Q.  That  had  been  declared  upon  a  false  hypothesis?  A.  Yes, 
sir. 

Q.  Have  you  any  system  of  accounting  by  which  the  amount 
ultimately  payable  to  a  deferred  dividend  policyholder  is  placed 
to  his  credit  annually  and  merely  awaits  payment  ?    A.  No,  sir. 

Q.  Testimony  has  been  given  here  with  regard  to  the  adoption 
of  that  system  by  another  company.  What  in  your  judgment  is 
the  objection,  if  there  be  any,  to  determining  each  year  the  divi- 
dend which  will  be  payable  at  the  end  of  a  given  year,  and  ascer- 
taining the  present  worth  of  the  amount  now  determined  and 
accumulated  for  a  given  period,  and  crediting  it  to-  the  policy- 
holder as  a  legal  obligation  of  the  company?  A.  I  see  no  objec- 
tion to  it  whatever.  , 

Q.  Would  that  tend  to  cramp  a  company  in  any  way  in  doing 
its  business?  A.  Under  conditions  that  have  existed  it  would, 
but  if  I  may  speak  personally^  my  theory  has  always  been  that 
a  surplus  was  for  distribution  and  not  for  accumulation. 

Q.  Yes;  and  you  would  set  aside  how  much  of  the  surplas  of 
the  company  to  protect  you  against  contingencies  and  fluctua-, 
tions  in  values,  that  could  not  be  definitely  anticipated?  A. 
Well,  of  course,  that-  must  be  determined  by  the  conditions  of 
the  individual  companies;  but  it  seems  to  me  that  the  provisions 
of  the  Massachusetts  law  which  I  think  says  no  company  shall 
accumulate  above  ten  per  cent,  of  its  assets  is  a  very  good  rule 
for  a  general  rule. 

Q.  And  you  would  personally  favor  a  plan  by  which  gains  in 
excess  of  ten  per  cent,  of  the  assets  should  be  either  annually 
distributed  or  put  in  the  form  of  a  liability  annually?  A.  I  see 
no  objection  to  that,  with  the  single  exception,  if  I  may  state 
right  here,  that  the  annual  dividend  system  has  never  appealed 
to  me  personally  as  anything  but  a  good  deal  of  a  makeshift. 

Q.  Makeshift  for  what?  A.  Well,  from  the  very  nature  of 
the  business  of  a  life  insurance  company  it  is  impossible  to  de- 
termine with  a  high  degree  of  accuracy  what  the  earnings  of  any 
one  year  are  in  that  year.  It  seems  to  me  that  this  business  of 
taking,  say,  a  premium  of  thirty-five  dollars  a  year  and  giving 
him  back  four  dollars  and  seventy-three  cents  at  the  end  of  the 
year,  there  is  no  justification  for  it.  Of  course,  there  is  justifi- 
cation if  he  takes  the  dividend  in  the  form  of  addition  to  his 
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policy,  Lut  personally,  if  I  may  say  so,  I  sliould  favor  a  system 
of  surplus  distribution  at  periods  of  not  more  tlian  five  years,  or 
less  than  three  —  within  a  period  of  three  or  five  years,  an  actu- 
ary can  determine  with  a  very  high  degree  of  accuracy  the  actual 
surplus  earnings  of  a  given  class  of  policies  and  to  a  degree  be- 
yond which  he  can  determine  it  for  a  period  of  a  single  year. 
The  distribution  of  dividends  must  necessarily  be  made  on  the 
basis  of  policy  years.  The  fiscal  years  of  all  life  insurance  com- 
panies under  the  laws  and  in  accordance  with  their  practice  are 
calendar  years.  Policy  years  must  therefore  lap  over  calendar 
years,  and  by  taking  a  period  of  three  or  five  years  you  can  deter- 
mine the  factors  which  constitute  surplus  with  a  much  greater 
degree  of  accuracy  and  of  fairness  than  you  can  of  taking  only 
one  year. 

Q.  Then  you  would  favor  the  distribution  at  periods  within 
which  the  actual  gains  can  be  determined?    A.  Yes,  sir. 

Q.  You  would  favor  an  actual  cash  distribution  at  such  times? 
A.  Certainly.    I  see  no  objection  to  that. 

Q.  Of  course,  at  the  option  of  the  policyholder  in  reversionary 
additions?    A.  Yes. 

\  Q,  But  your  objection  to  an  annual  payment  is  that  you  can- 
not annually  determine  the  amount  accurately?  A.  Well,  there 
are  other  considerations,  too.  The  real  problem  that  concerns 
an  actuary  with  an  annual  dividend  company  is  what  the  first 
annual  dividend  shall  be,  because  he  knows  that  by  the  scale 
there  determined  in  the  first  year  he  has  got  to  stand  or  fall. 
The  policyholders  and  agents  will  view  with  disfavor  any  marked 
fluctuation,  especially  in  the  way  of  a  decrease  in  the  coming 
years,  and  the  problem  really  is  to  determine  to  the  best  of  his 
judgment  the  scale  for  what  the  future  years  shall  be,  and  that 
is  why  I  call  it  an  arbitrary  system. 

There  is  also  this  to  be  considered,  that  the  annual  dividend 
system  was  engrafted  upon  American  life  insurance  companies 
partly  because  of  the  system  of  making  an  annual  valuation 
under  the  State  laws  which  was  set  up,  and  also  on  account  of 
competition.  The  original  system  as  you  know  very  well,  was 
a  five  year  distribution,  five  year  determination  of  the  surplus. 
Then  one  or  two  companies,  I  think,  began  distribution  at  less 
periods,  and  finally  an-  annual  dividend  system  grew  out  of  that, 
coupled  with  a  system  of  annual  valuations. 

Q.  When  do  you  begin  to  accumulate  a  surplus  upon  a  policy 


Testimony  of  John  Tatlook.  4171 

— ^in  wliat  time  in  the  average?  A.  "Well,  that  depends;  that  is 
rather  an  academic  question,  but  it  depends  necessarily  upon 
the  point  of  view,  as  to  from  what  source  you  pay  your  ex- 
penses of  getting  new  business.  If  you  take  the  view  that  the 
expenses  of  new  business  are  properly  chargeable  to  the  pre- 
miums of  new  business  itself,  the  authorities  have  decided  that 
there  is  no  surplus  on  policies  probably  for  three  years.  If  you 
take  the  contrary  view,  that  new  business  is  paid  for  out  of  the 
treasury  of  the  company  as  a  general  expense  charge,  then  of 
course  there  must  be  some  surplus  on  the  first  year's  premiums 
on  new  business  because  the  premiums — first  year's  premiums 
are  only  chargeable  with  their  pro  rata  share  of  the  expenses. 

Q.  Dividends  paid  by  a  life  insurance  company  are  in  effect 
a  return  of  an  overcharge  ?    A.  Yes,  sir. 

Q.  Calculation  is  made  as  to  the  expected  cost  of  the  insur-- 
ance?    A.  Yes,  sir. 

Q.  And  if  anything  is  gained  either  through  good  fortune  in 
investments,  or  through  good  fortune  fn  mortality  rate,  or 
through  paying  out  less  on  lapsed  policies  than  has  been  calcu- 
lated, you  have  got  something  which  in  a  mutual  company, 
apart  from  any  claims  of  stockholders  should  be  given  back  at 
some  time?    A.  Yes. 

Q.  And  in  some  form?    A.  Yes. 

Q.  And  your  point  is  that  it  should  not  be  given  back  until 
it  can  be  calculated  with  accuracy?  A.  "With  substantial  ac- 
curacy. 

Q.  "With  substantial  acctiracy,  and  that  it  cannot  be  calculated 
with  substantial  accuracy  short  of  three  years?  A.  That  is  my 
individual  judgment,  others  might  differ  on  that  point 

Q.  I^ow,  with  regard  to  the  difficulty  that  an  actuary  has  in 
fixing  the  dividend  for  the  first  year,  suppose  all  companies 
were  required  to  distribute  their  gains  after  setting  aside  a  rea- 
sonable amount  to  meet  contiugencies,  would  there  be  any  prac- 
tical difficulty  in  the  way  of  such  distribution?  A.  No,  sir;  I 
don't  thint  there  would. 

Q.  It  would  simply  compel  them  to  show  the  efficiency  of 
their  management.    A.  It  would  help  the  situation  very  much. 

Q.  Yes;  what  really  disturbs  you  now  is  that  if  you  attempt  to 
apportion  your  gains  as  they  actually  are  and  another  company 
does  not  there  will  be  a  factitious  advantage  in  the  favor  of 
the  other  company?    A.  Yes. 
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Q.  And  you  will  suffer  from  trying  to  do  the  honest  thing? 
A.  Yes. 

Q.  Of  course  the  thing  that  ought  to  be  done  is  to  return  what 
the  policyholder  has  paid  more  than  he  should  have  paid,  be- 
cause of  an  over-calculation  as  to  the  cost  of  carrying  his  in- 
surance ?  A.  Yes,  sir.  My  objection  to  the  annual  dividend 
system  really  goes  deeper  than  that. 

Q.  Go  on  ?     A.  I  think  there  is  no  ground  for  it. 

Q.  Why  not?     A.  On  the  two  grounds  that  it  seems  absurd 
on  the  face  of  it  to  overcharge  a  man  on  thfe  1st  of  January  for, 
handing  him  back  the  overcharge  on  the  next  January. 

Q.  You  mean  it  goes  back  too  quick.  A.  There  is  no  possibility 
of  making  any  pretense  that  you  have  earned  anything  for  him 
with  that  overcharge  in  the  short  space  of  a  year. 

Q.  The  real  point  is  that  you  have  not  satisfactorily  at  that 
time  deterniined  that  he  has  been  overcharged  or  the  amount  of 
it  ?    A.  That  is  also  a  point. 

Q.  Of  course  just  as  soon  as  you  did  determine  it  and  you  had 
the  money  you  think  that  you  ought  to  give  it  back  to  him?  A. 
Oh,  yes;  and  then  in  the  net  view  of  it  the  proper  system  would 
be  to  defer  the  first  dividend  until  the  end  of  the  second  year. 
Then  you  would  have  twelve  months  more  to  examine  and  see 
what  the  man  had  actually  earned. 

Q.  What  is  the  advantage  of  accumulating  the  dividends  for 
any  period  beyond  a  period  necessary  to  make  a  fair  and  accu- 
rate distribution^— is  there  any  advantage  to  the  company?  A. 
I  see  no  real  advantage. 

Q.  Of  course  it  is  a  practical  advantage  to  have  a  good  deal 
of  money  in  li^nd,  it  makes  one  feel  more  comfortable  ?  A.  That 
is  true. 

Q.  But  there  is  not  any  essential  advantage,  that  is  if  the 
company  has  a  proper  fund,  as  a  contingency  fund  ?  A.  If  its 
surplus  for  contingencies  is  large  enough. 

Q.  So  that  really  it  is  a  mere  Inatter  of  whether  it  is  a  good 
thing  for  the  policyholder  to  be  allowed  to  gain  whatever  ad- 
vantage there  may  be  through  the  discontinuance  of  other  poli- 
cies by  having  a  surplus  accumulated  and  perhaps  getting  at  the 
end  more  than  he  otherwise  would,  or  perhaps  through  that  sav- 
ing money  he  otherwise  would  not  have  saved — ^that  is  about 
what  the  argument  comes  to  2  A.  That  is  about  what  the  argu- 
ment comes  to. 
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Q.  And  if  there  were  accumulations  you  do  not  see  any  way  in 
which  the  company  would  be  handicapped  by  being  compelled  to 
set  apart  e,ach  year  as  a  liability  the  present  value  of  the  amount 
payable  at  the  end  of  the  period?  A.  I  can  conceive  of  no  cir- 
cumstances under  which  it  would  be  any  detriment  to  any  cor- 
poration or  any  individual  to  know  what  his  real  liabilities  are 
at  any  time. 

Q.  Have  you  had  experience  with  the  business  of  American 
companies  in  foreign  countries?     A.  Some  experience;  yes,  sir. 

Q.  What  was  that  experience  ?  A.  Well,  I  have  never  been  di- 
rectly charged  with  the  management  of  foreign  business,  but 
I  have  lived  abroad  more  or  less  on  insurance  company  business 
and  I  have  had  opportunities  to  examine  the  foreign  business, 
and  I  am  familiar  somewhat  with  its  cost. 

Q.  Was  that  during  your  connection  with  the  Mutual?     A 
Yes. 

Q.  In  what  companies  have  you  examined  foreign  business— 
in  what  companies  and  in  what  countries  have  you  examined  the 
foreign  business:?  A.  My  knowledge  is  confined  for  the  most 
part  to  foreign  business  of  the  Mutual  Life,  and  I  have  examined 
practically  all  over  the  whole  of  Europe. 

Q.  What  conclusions  have  you  reached  concerning  the  advisa- 
bility of  an  American  company's  doing  foreign  business?  A. 
Well,  of  course  it  is  to  be  said  that  much  of  the  foreign  business 
done  by  American  companies  has  been  profitable.  It  has  been 
bi  exceedingly  good  quality  and  low  mortality,  and  some  of  it 
is  claimed  to  have  been  secured  at  a  reasonable  cost,  but  the 
sum  of  my  conclusions  is  that  life  insurance  is  a  business  which 
is  admirably  adapted  to  be  done  by  the  companies  domiciled  in 
the  countries  in  which  the  business  is  sought  to  be  done. 

Q.  What  are  the  reasons  for  that  conclusion?  A.  Well,  based 
on  these  facts,  that  the  American"'  business  in  foreign  countries 
has  for  the  most  part  been  done  at  a  very  high  rate  of  expense. 
In  some  European  countries  the  mortality  is  not  as  good  as  in 
America.  Of  course  the  business  has  suffered  from  that  end, 
and  the  high  rate  of  expense  is  largely  due  to  very  excessive  ta:!c- 
ation,  fees  and  administrative  cost — I  mean  ofiicial  administra- 
tive cost.  To  my  mind  one  great  objection  is  the  requirements 
of  most  foreign  countries  to  the  end  that  the  liability  under  the 
policies  issued  in  that  country  shall  be  placed  in  assets  prescribed 
by  the  governments  of  those  countries  and  held  there.     I  do  not 
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believe  in  this  business  of  putting  your  money  out  of  your  bands. 
I  merely  state  tbat  as  a  personal  opinion. 

Q.  Mr.  Tatlock,  do  you  desire  to  correct  any  of  your  testi- 
mony given  yesterday?  A.  Yes,  sir;  in  one  or  two  respects.  T 
inadvertently  gave  you  an  impressioji  in  my  statement  that  tbe 
net  premiums  used  in  computing  the  participating  rates  on  the 
so-called  preferred  class  policy  were  based  on  3  J  per  cent.  I 
regret  the  inadvertence  and  I  want  to  correct  it.  They  were 
based  on  3  per  cent.  The  loading  on  those  premiums  is  14  per 
cent.,  plus  the  25  cents  on  3  per  cent,  premiums.  The  effect  of 
that  is  to  mate  the  difference  in  percentage  of  loading  between 
the  regular  rates  and  the  preferred  class  rates  40  per  cent,  instead 
of  60. 

Q.  Is  there  anything  else?  A.  There  is  one  matter  I  would 
like  to  speak  of  in  regard  to  the  investments  of  the  company,  and 
that  is  that  no  investment  that  has  ever  been  brought  up  in  the 
Finance  Committee  has  ever  been  bought  unless  the  full  Com- 
mittee present  agreed.  And  I  want  to  say  that  Mr.  Kyan  has 
never  made  any  attempt  whatever  to  influence  the  Committee 
iu  its  decisions,  in  fact  he  has  been  the  one  member  of  the  Com- 
mittee who  has  taken  less  interest  in  its  deliberations  than  anybody 
else;  and  that  all  our  investments  have  been  made  of  securities 
that  have  been  purchased  and  sold  with  the  full  knowledge  and 
consent  of  the  Committee  and  in  their  best  judgment  with  the 
view  of  making  the  utmost  profit  we  could  for  the  company. 

Q.  Who  did  suggest  the  investments  which  you  referred  to 
yesterday  in  American  Tobacco?  A.  My  recollection  is  it  was 
Mr.  Morton. 

Q.  Was  that  concun-ed  in  by  all  the  members  of  the  Committee? 
A.  Yes,  sir. 

Q.  Did  you  concur  in  it?  A.  I  did,  for  the  reasons  I  stated 
to  you  yesterday. 

Q.  You  said  yesterday  as  I  recall  it,  that  you  acted  under  in- 
structions?    A.  I  desire  to  correct  that  if  I  said  so. 

Q.  What  did  you  do?  A.  I  concurred  as  a  member  of  the 
Finance  Committee  in  that  purchase. 

Q.  How  did  you  justify  your  concurrence?  A.  As  I  told  you 
yesterday  that  it  seems  to  me  they  were  securities  which  would 
yield  up  a  very  great  rate  of  interest  for  a  time,  and  that  might 
yield  us  a  profit  on  sale  and  the  necessities  of  the  company  were 
such  that  I  considered  we  were  abundantly  justified  in  that  in- 
vestment. 
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Q.  As  a  regular  policy  you  do  not  feel  that  a  company  should 
buy  securities  with  a  view  to  a  resale  for  the  purpose  of  mak- 
ing a  profit  on  the  rise  in  the  market,  do  you?  A.  I  think  I  do, 
Mr.  Hughes.  It  seems  to  me  that  one  of  the  functions  of  a  life 
insurance  company  is  that  of  a  banker  where  it  can  make  a  legiti- 
mate profit  in  safe  securities  for  the  benefit  of  its  policyholders,  sir. 

Q.  Isn't  a  preferable  policy  that  it  should  invest  its  money  so 
far  as  possible  permanently  with  a  view  of  keeping  a  uniform 
rate  of  return,  and  of  being  compelled  to  turn  its  money  over  a? 
infrequently  as  possible?  A.  No,  sir,  I  don't  think  so.  That 
was  the  policy  adopted  by  the  old  management.  Their  invest- 
ments were  made  entirely  for  many  years  in  bond  and  mortgage ; 
the  results  were  that  they  made  heavy  losses,  and  were  saddled 
with  a  large  amount  of  real  estate,  and  I  think  that 

Q.  That  was  because  of  the  unwisdom  of  their  investment, 
was  it  not  ?  A.  Yes,  sir,  but  at  these  times — at  this  time  I  think 
one  would  regard  it  as  a  mistake  to  invest  exclusively  in  any  one 
class  of  securities — notably  in  bond  and  mortgage.  The  bond 
and  mortgage  market  in  !N^ew  York  has  become  very  much  re- 
stricted for  first  class  investments  with  the  growth  of  the  title 
companies  and  other  corporations  who  invest  in  mortgages  for 
the  purpose  of  selling  them,  and  certainly  the  experience  of  the 
AVashington  Life  in  that  respect  seems  to  me  to  justify  the  opinion 
that  a  mixed  class  of  investment  is  altogether  desirable. 

Q.  Well,  the  pith  of  your  statement  is  that  you  went  into  these 
transactions  which  were  stated  yesterday  to  make  money  ? .  A. 
Yes,  sir. 

Q.  And  your  justification  is  that  you  did  make  money?  A. 
Yes,  sir. 

Q.  The  question  ia  whether  you  think  it  advisable  to  have  a 
temporary  investment  with  a  view  of  resale;  does  not  that  ex- 
pose you  to  the  risks  of  what  is  tantamount  to  a  speculation  ?  A. 
I  do  not  think  so,  sir,  if  those  investments  are  made  with  good 
judgment.  I  do  not  believe  in  speculating  of  course,  or  of  in- 
vesting in  specuiative  securities. 

Q.  How  do  you  draw  the  line  between  an  investment  for  a 
temporary  period  with  the  idea  not  of  holding  these  securities, 
but  of  reselling  on  speculation.  If  a  security  is  likely  to  fliictuate 
upward  it  may  fluctuate  downward?  A.  It  may;  but  I  believe 
the  best  financial  judgment  is  able  to  discriminate  as  to  the  direc- 
tion it  is  likely  to  go. 
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Q.  It  comes  down  to  a  sound  financial  judgment  in  such  cases  ? 
A.  Of  sound  financial  judgment.  It  seems  to  me  the  case  is  no 
different  in  investing  in  securities  at  a  low  price  for  temporary 
investment  for  the  purpose,  of  making  a  profit  from  what  it  is  in 
making  a  collateral  loan  on  the  same  securities  at  a'  high  rate  of 
interest  when  the  money  market  is  high.     . 

Q.  To  what  extent  do  you  favor  putting  out  money  on  col- 
lateral loans,  Street  loans  in  other  words?  A.  I  do  not  favor  it 
for  my  own  company. 

Q.  Why  should  you  not  favor  a  collateral  loan  as  against  in- 
vestment for  a  temporary  purpose  in  securities  of  the  same  class  ? 
A.  Well,  my  opinion  is  based  largely  on  the  fact  that  we  have 
not  the  machinery  necessary  for  making  collateral  loans.  It  in- 
volves a  good  deal  of  labor  and  trouble,  then  again,  there  are  very 
few  occasions  when  you  can  make  the  same  profits  in  the  way  of 
interest  on  collateral  loans,  that  you  can  in  buying  securities 
low  that  are  deemed  by  the  best  judgment  obtainable,  that  they 
will  rise. 

Q.  Do  you  keep  a  minute  of  the  transactions  of  the  Finance 
Committee  ?     A.  Yes,  sir. 

Q.  We  found  yesterday  I  believe  in  one  case  that  their . 

You  were  unable  to  point  out  at  the  moment  an  authorization? 
A.  Yes,  sir.  I  can  only  explain  that  as  a  clerical  omission.  I 
have  no  other  explanation  for  it. 

Q.  Were  in  fact  all  the  purchases  and  sales  mentioned  yester- 
day, authorized  by  the  Finance  Committee?     A.  Yes,  sir. 

Q.  Did  the  Finance  Committee  act  unanimously  in  the  mat- 
ter?    A.  Absolutely,  yes,  sir. 

Q.  Did  all  the  members  of  the  Committee  concur  in  an  au- 
thorization or  approval  of  these  transactions  ?     A.  Yes,  sir. 

Q.  Did  the  same  thing  in  the  way  of  authorization  or  approval 
occur  in  the  matter  of  the  syndicate  participation  to  which  you 
testify?     A.  Yes,  sir. 

Q.  Is  it  your  point  of  view,  Mr.  Tatlock,  that  an  insurance 
company  is  justified  in  going  into  any  syndicate  participation, 
or  into  any  transaction  in  securities  merely  because  it  expects 
to  make  money  ?  A.  Yes,  sir,  that  is  my  point  of  view.  Always, 
coupled  with  the  condition  that  it  shall  be  done  with  sound  judg- 
ment. 

Q.  What  is  the  more  likely  to  fluctuate,  real  estate  values  or 
tie  values  of  securities  ?    A,  Well,  I  cannot  pose  as  a  real  estate 
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expert,  Mr.  Hughes,  but  my  own  judgment  is  that  real  estate 
is  the  most  speculative  form  of  investment  known. 

Q.  Do  you  set  apart  any  class  of  securities  in  which  you  think 
an  insurance  company  should  not  invest,  or  would  you  leave 
it  entirely  to  the  business  judgment  of  the  men  in  charge  of  its 
investments?  A.  I  would  leave  it  entirely  to  the  business  judg- 
ment of  the  men. 

Q.  Then  you  do  not  favor  any  action  which  would  control  the 
liberty  of  investments  on  the  part  of  an  insurance  company?  A. 
No,  sir,  I  think  it  would  be  a  great  mistake. 

Q.  From  your  judgment  of  men  and  experience  of  affairs  do 
you  iSiink  that  it  is  advisable  to  rely  simply  on  business  judg- 
ment in  deteruHning  the  investments  of  an  insurance  company? 
A.  Yes,  sir,  if  you  rely  upon  enough  of  them. 

Q.  It  comes  down  to  a  question  of  personal  equation?  A. 
Yes,  sir,  I  think  this  idea  of  control  is  very  much  exaggerated; 
it  certainly  is  as  regards  ipy  experience  in  these  matters. 

Q.  How  have  you  seen  it  exaggerated  ?  A.  Well,  this  popular 
idea  that  men  are  led  by  private  interests. 

Q.  Oh,  well,  do  you  think  that  the  limitation  of  the  field  of  in- 
vestments in  the  case  of  savings  banks  inadvisable?  A.  Yes, 
sir,  I  think  so. 

Q.  Do  you  think  it  would  be  better  to  have  an  open  field  and 
no  favors  and  trust  to  the  personal  judgment  of  the  Directors  or 
Trustees  ?    A.  That  is  my  judgment,  Mr.  Hughes. 

Q.  Have  any  securities  been  bought  by  the  Washington  Life 
from  Mr.  Eyan  ?    A.  No,  sir. 

Q.  Have  any  securities  been  bought  by  the  Washington  Life 
from  the  Morton  Trust  Company  ?    A.  Yes,  sir. 

Q.  To  what  extent?  A.  We  bought  two  hundred  thousand 
dollars  of  the  Japanese  Loan,  second  series,  sixes. 

Q.  Anything  else?    A.  No,  sir,  nothing  that  I  can  think  of. 

Q.  Have  any  securities  been  bought  from  Governor  Morton? 
A.  No,  sir. 

Q.  Have  any  securities  other  than  the  two  hundred  thousand 
dollars  of  Japanese  sixes  been  bought  by  the  Washington  Life 
from  any  one  connected  with  the  Board  of  Directors  of  the 
Washington  Life?    A.  No,  sir. 

Q.  Or  from  any  firm  or  institution  in  which  any  officer  or 
Director  of  the  Washington  Life  has  an  interest  ?    A.  No,  sir. 

Q.  From  whom  were  the  American  Tobacco  securities  pur- 


4:178  Legislative  Insurance  Investigation. 

chased  ?  A.  There  were  purchased  on  the  market  from  —  they 
came  through  two  or  three  firms.  Kingsley,  Mabie  &  Co.  were 
one,  I  think.     I  ,do  not  remember  the  names  of  the  others. 

Q.  And  no  officer  of  you  company  was  interested  in  those? 

A.  ISTo,  sir. 

Q.  I  mean  in  the  securities  which  were  sold?  A.  Oh,,  as  to 
that  I  do  not  know.    You  mean  in  the  sales  to  the  company? 

Q.  Yes.    A.  No. 

Q.  Did  they  sell  their  securities  to  the  company?  A.  No,  I 
do  not  think  so,  not  so  far  as  I  have  any  knowledge. 

Q.  Your  information  is  to  the  contrary?  A.  My  information 
is  to  the  contrary.  They  were  bought  on  the  board,  and  the 
names  of  the  sellers  appeared  on  the  advices. 

Q.  Then  is  it  your  idea  that  an  insurance  company  should  es- 
tablish relations  which  will  give  it  an  opportunity  to  make  profit- 
able investments  by  knowledge  of  the  Wall  Street  market?  A. 
Well 

Q.  In  other  words,  which  is  the  policy  which  you  prefer^  to 
have  an  insurance  company  managed  by  men  who  have  no  other 
interest,  who  limit  themselves  to  conservative  investments  in 
established  securities,  or  in  real  estate,  or  to  have  it  managed 
m  such  a  way  that  opportunities,  for  profit  through  syndicate 
transactions,  or  purchases  of  securities  which  will  likely  rise  in 
value  may  be  seized  and  taken  advantage  of  promptly?  A.  Well, 
I  prefer  the  latter. 

Q.  You  prefer  the  latter?  A.  I  regard  the  first  as  tending  to 
a  state  of  affairs — which  leads  toward  a  state  of  affairs  which  is 
popularly  called  dry  rot. 

Q.  And  you  see  no  danger  in  the  latter?     A.  I  do  not. 

Q.  So  that  you  are  frankly  and  candidly  in  favor  of  having 
the  investments  of  an  insurance  company  handled  by  those  that 
are  closest  to  the  financial  operations  of  Wall  Street?  A.  Yes, 
sir. 

Q.  Because  of  the  opportunities-  of  making  money?  A.  Yea, 
sir,  always  on  the  condition  and  under  the  circumstances  that 
they  are  handled  by  men  of  integrity  and  good  and  recognized 
Bound  judgment 

BY  THE  CHAIRMAN: 

Q.  Mr.  Tatlock,  of  what  advantage  is  it  to  policyholders  that 
there  should  be   non-participating  "insurance?      A.  They    ha-\^e 
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the  advantage  of  paying  less  premiums  than  they  do — than  they 
are  called  upon  to  do  upon, the  participating  plan,  and  of  know- 
ing exactly  in  advance  what  their  insurance  is  to  cost  them. 

Q.  Why  do  they  have  a  less  premium  for  non-participating 
business?  A.  Because  the  contract  is  they  shall  have  no  profits, 
and.the  premium  is  made  less  on  the  basis  of  that  contract. 

Q.  Can  such  policies  be  written  without  endangering  the  sta- 
bility and  responsibility  of  the  company?     A.  Yes,  sir. 

Q.  Why  should  not  premiums  generally  be  reduced  to  a  non- 
participating  basis,  if  those  premiums  upon  that  basis  will  still  pay 
rnto  the  company  sufficient  to  make  it  stable  and  respojisible?  A. 
There  is  no  reason,  but  as  a  practical  matter  it  will  be  found,  I 
think,  that  a  company  cannot  continue  on  a  non-participating 
basis  only. 

Q.  Why?  A.  It  could  not  pay  sufficiently  attractive  commis- 
sions to  enable  agents  to  get  the  business. 

Q.  That  is  solely  a  matter  of  competition  is  it  not?  A.  That 
is  solely  a  matter  of  competition. 

Q.  So  that  competition  aside,  is  there  any  reason  why  all  busi- 
ness should  not  b©  written  so  far  as  premiums  are  concerned  upon 
the  lower  premium  which  would  indicate  a  non-participating  busi- 
ness?    A.  Ko,  sir. 

Q.  There  is  not?  A.  There  is  not,  leaving  aside  the  question 
of  competition. 

Q.  Leaving  aside  the  question  of  competition?     A.  Yes,  sir. 

Q  It  then  would  be  a  manifest  advantage  to  the  public,  because 
they  would  obtain  the  same  insurance  at  a  less  rate  of  premium, 
would  it  not?  A.  Yes,  sir,  but  it  is  fajr  to  say  that  participating 
policyholders  in  many  companies  who  p;ay  premiums  for  a  number 
of  years  do  not  obtain  their  insurance  at  less  cost  than  if  they  had 
taken  a  non-participating  policy  in  the  first  place. 

Q.  That  is  just  what  I  was  coming  to..  ISTow,  what  has  been 
the  experience  of  insurance  companies  as  to  the  cost  of  insurance 
between  participating  and  non-participating  policyholders,  which 
of  them  obtain  their  insurance  cheapest?  A.  Well,  as  a  matter 
of  fact,  in  many  companies,  owing  to  the  extremely  low  rate  at 
which  non-participating  insurance  has  been  sold,  and  the  only 
moderate  dividends  which  have  been  paid  on  participating  policies, 
it  is  true  that  the  non^articipating  policyholder  has  obtained  his 
insurance  at  a  less  cost  than  the  participating  policyholder.     But 
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in  other  companies  I  think  it  is  a  fair  statement  that  the  contrary 
has  been  the  case,  as  it  should  be. 

Q.  Then  it  depends  necessarily  upon  the  ability  with  which  the 
company  is  managed  ?    A,  Yes,  sir. 

Q.  And  it  also  depends  upon  this  fact  that  in  the  past  there  has 
been  a  lack  of  co-ordination  or  homogeneity  in  the  basis  upon  which 
participating  and  non-participating  rates  have  been  computed ;  in 
other  words,  non-participating  rates  have  been  made  too  low. 

Q.  We  reach  the  other  branch  of  the  quration  then,  why  should 
there  be  any  non-participating  business  if  that  be  true  ?  A.  Simply 
because  some  people  have  preferred  it. 

Q.  But  if  the  company  is  managed  so  that  all  its  surplus  earn- 
ings, except  what  is  required  for  administration  and  reserve  funds, 
are  distributed  as  dividends,  there  is  some  probability  that  the  in- 
surance will  be  cheaper,  if  the  company  is  well  managed,  than  if 
written  on  a  non-participating  basis,  and  at  all  events  an  absolute 
certainty  that  the  business  will  cost  the  policyholder  no  more  than 
it  should  cost  him  ?  A.  That  is  true  if  the  non-participating  rates 
are  put  on  a  proper  basis  in  the  first  place. 

Q.  If  they  are  not  put  on  a  proper  basis  they  are  on  an  entirely 
wrong  basis  are  they  not  ?  A.  Then  the  non-participating  policy- 
holder gets  his  insurance  a  little  cheaper. 

Q.  And  that  would  be  a  wrong  to  all  the  other  policyholders? 
A.  Yes,  sir. 

Q.  Then  why  is  it  not  an  absolute  equity  to  prohibit  non-partici- 
pating business  entirely  in  the  insurance  business,  and  write  all 
business  upon  the  participating  basis  ?  A.  Upon  the  non-partici- 
pating ? 

Q.  Upon  the  participating  business.  Wherein  will  the  harm 
come  there  to  the  company  or  the  policyholder  ?  A.  I  do  not  see 
any  objection  to  that  for  purely  mutual  coixipanies. 

Q.  What  objection  is  there  for  those  that  are  not  purely  mutual  ? 
A.  Because  it  seems  to  me  it  is  all  right  for  a  stock  company  to 
write  —  to  sell  insurance  on  the  best  terms  it  can  make. 

Q.  You  believe  a  stock  corporation,  as  in  the  case  of  an  ordinary 
business  corporation,  is  one  primarily  created  to  make  money  for 
its  stockholders  ?    A.  Within  the  limits  in  its  charter,  yes. 

Q.  Is  there  any  reason  why  you  make  your  reply  to  my  last 
question?    A.  No. 

Q.  Viewing  it  from  the  standpoint  of  the  public  and  the  policy- 
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hoMer  then,  is  there  any  reason  why  all  business  should  not  be 
participating  business?    A.  I  can  see  no  good  reasooi  against  it. 

Q.  And  no  other  reason  you  eau  suggest  except  that  in  the  case 
of  stock  companies  they  ought  to  have  the  right  to  determine  what 
classes  of  business  they  would  sell  for  themselves  ?    A.  Yes,  sir. 

BY  MR.  HUGHES : 

Q.  If  a  non-participating  premium  is  adequate,  why  should  a 
participating  premium  be  a  cent  more  ?  A.  Because  of  the  contract 
rights  that  are  given  to  a  policyholder  on  a  participating  policy. 

Q.  Those  contract  rights  are  to  return  him  moneys  which  he  may 
pay  in  by  being  charged  too  much  ?  A.  How  do  you  mean  by  being 
charged  too  much? 

Q.  By  being  charged  more  than  the  insurance  will  cost.?  Al 
Yes,  for  the  purpose  of  getting  something  back. 

Q.  Now,  the.  scheme  of  insurance  is  to  give  a  man  insurance  at 
what  it  cost  the  company  ?    A.  Yes. 

Q.  In  a  mutual  company  ?  A.  Well,  all  companies  are  practi- 
cally mutual,  and  the  body  of  the  policyholders  is  the  company. 

Q.  Yes.  In  other  words,  you  would  carry  in  the  case  of  a  stock 
company  the  amount  of  a  fixed  dividend  charge  into  Uie  fixed  ex- 
penses? -A.  Yes. 

Q.  You  do  not  in  this  country  load  premiums  with  the  idea  of 
paying  bonuses  as  in  England?  A.  "Well,  what  they  call  bonuses 
in  England  are  what  we  call  dividends. 

Q.  I  understand  that,  but  you  do  not  load  your  premiums  for 
the  purpose  of  providing  dividends?    A.  Yes. 

Q.  What?  A. ' Participating  premiums  are  loaded  largely  for 
that  purpose. 

Q.  And  only  for  that  purpose?  A.  Well,  yes,  you  can  say 
only  for  that  purpose,  and  for  providing  for  contingencies. 

Q.  There  is  no  good  reason  why  if  a  non-participating  pre- 
mium is  adequate  in  carrying  the  insurance  you  should  charge  a 
penny  more  for  a  participating  policy  except  on  the  theory  that 
that  penny  more  is  going  to  be  given  back  to  the  policyholder  in 
some  way?    A.  Yes,  that  is  right. 

Q.  And  yet  the  expenses  of  American  companies  very  fre- 
quently exhaust  the  entire  loading  on  participating  premiums! 
A.  Yes,  sir. 

Q.  Is  that  so  in  the  Washington  Life?_  A.  Yes,  sir,  it  is. 

Q.  Is  it  so  to-day —  do  you  save  anything  in  your  loading  upon 
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participating  business?    A.  I  do  not  think  we  will  for  this  year. 
I  am  tryifig  my  best  to  get  them  down. 

Q.  So  the  sitnation  is  that  the  participating  premium,  though 
made  higher  than  the  non-participating  upon  the  theory  that  there 
will  be  a  return  to  the  policyholders,  in  fact,  does  not  permit  that 
return,  because  the  excess  is  used  up  in  expenses?    A.  Yes,  sir. 

Q.  Well,  that  would  seem  to  indicate  that  the  non-participating 
premium  was  not  adequate?  A.  Well,  in  a  great  many  cases  it 
has  not  been  adequate. 

Q.  If  all  your  rates  were  made  as  your  non-participating  rates 
are  made,  with  a  view  to  meeting  the  cost  of  carrying  the  insur- 
ance without  intending  to  return  to  the  policyholder  any  benefit 
in  excess  of  charges,  you  could  not  get  along  unless  you  reduced 
expenses  stUl  further  than  you  have  been  able  to  do?  A.  That 
i£  undoubtedly  true. 

Q.  So  according  to  your  present  scale  of  reduced  expenses, 
your  non-participating  rates  are  not  adequate?  '  A.  Yes,  well, 
academically  no.  They  are  adequate  to  carry  the  cost  of  non- 
participating  business. 

Q.  How  can  such  a  thing  be  academical  when  we  know  prac- 
tically yes?  A.  What  I  mean  is  that  non-participating  rates  are 
adequate  to  pay  the  cost  of  carrying  those  policies.  They  are  not 
adequate  in  the  sense  that  most  companies  are  conducted,  I  think 
the  non-participating  policyholder  has  an  advantage  over  the  par- 
ticipating policyholder. 

Q.  Then  you  charge  a  higher  premium  on  the  participating 
policy  on  the  theory  that  the  policyholder  is  to  get  the  money 
back?    A.  Yes. 

Q.  And  then  you  pay  such  large  commissions  to  the  agent  to 
get  that  policy  that  there  is  not  any  money  coming  back?  A. 
There  is  not  enough  coming  back  to  reduce  the  cost  of  those 
policies  to  the  cost  of  non-participating  policies;  that  is  the  con- 
dition I  understand  exists. 

ME.  HUGHES :  That  is  all. 

THE  WITNESS:  May  I  make  one  more  correction,  Mr. 
Hughes? 

ME.  HUGHES:  Certainly. 

THE  WITNESS:  I  mind  that  we  bought  from  the  Morton 
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Trust  Company  one  otter  stock,  Louisville,  Memphis  &  South- 
eastern, $100,000. 

Q.  The  views  you  have  expressed  here  in  regard  to  investment 
you  understand  to  be  the  views  of  your  Knance  Committee  ?  A. 
I  do. 

(Handing  paper.) 

Q.  Is  that  a  correct  statement  of  the  loading  on  the  issues  of 
1903  and  1904?,  A.  Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  802  and  read  by  Mr.  Hughes.) 

Q.  What  is  this  book  that  is  now  shown  you?  A.  That  is  a 
book  which  was  prepared  by  former  agents  of  the  company  now 
dead,  which  I  believe  the  former  management  of  the  company 
allowed  its  agents  to  use. 

ME.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  803  for  identification.) 

(Handing  witness  paper.) 

Q.  Are  these  the  actual  results  in  1905  of  the  apportionments 
on  deferred  policies  where  the  period  matured  in  1905  ?  A.  Yes, 
sir. 

MK.  HUGHES :  I  offer  them  in  evidence. 

The  papers  are  marked  Exhibits  804,  805,  806  and  807. 

Q.  Who  made  these  up,  did  you?     A.  No,  they  were  made 


ap 

Q.  Are  they  all  1905  ?    A.  Yes,  I  know  that. 

Q.  How  do  they  compare  with  the  estimates?  A.  Well,  they 
are,  naturally,  under  them. 

Q.  To  what  extent,  roughly?  A.  J  cannot  tell  that.  I  have 
Qot  examined  them. 

Q.  Considerably  ?    A".  Considerably,  yes,  sir. 
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CORKELIUS  DOEEMUS,  called  as  a  mtness,  being  diily 
sworn,  testified  as  follows: 

BY  MR.  HUGHES:         '"' 

Q.  Ml.  Doremtis,  you  are  President  of  the  Germania  Life  Li- 
surance  Company?    A.  I  am. 

Q.  How  long  have  you  been  President  of  that  company?  A. 
Seven  or  eight  years. 

Q.  Is  that  a  stock  company  ?    A.  It  is. 

Q.  Is  this  a  copy  of  the  charter  and  by-laws  of  the  company 
(handing  book)  ?    A.  It  is. 

ME  HUGHES :  I  will  have  it  marked  for  identification. 

(Book  marked  Exhibit  No.  808  for  identification.) 

Q.  Tour  company  was  organized  in  1860  ?    A.  It  was. 
Q.  Under  the  laws  of  the  State  of  New  York?    A.  1853, 
Q.  The  General  Act  of  ISffS,  relative  to  life  insurance  com- 
panies?   A.  Yes,  sir. 

MR.  HUGHES:  I  read  from  the  Charter  the  following  pro- 
vision, of  Article  4: 

"  In  the  election  of  Directors  every  stockholder  in  the  company 
shall  be  entitled  to  one  vote  for  every  share  of  stock  held  by 
him;  every  policyholder  paying  at  least  one  hundred  dollars'per 
annum  in  preiaiums,  or  annuitant  entitle^  to  an  annuity  of  not 
less  than  one  hundred  dollars  per  annum,  shall  be  entitled  to  one 
vote;  and  every  person  whose  life  is  insured  by  a  policy,  the  legal 
reserve  on  which  at  the  end  of  the  last  policy  year  amounted  to 
one  hundred  dollars  or  more,  shall  be  entitled  to  one  vote  for 
each  even  hundred  dollars  of  the  amount  of  such  reserve,  and 
all  of  such  votes  may  be  given  in  person  or  by  proxy." 

I  read  the  following  from  Article  6,  of  the  Charter: 

"  The  capital  of  said  company  shall  be  two  hundred  thousand 
dollars,  divided  into  four  thousand  shares  of  fifty  dollars  each, 
which  shall  be  personal  property,  transferable  only  on  the  books 
of  the  company  in  conformity  with  its  by-laws. 

"  The  holders  of  the  said  capital  stock  may  receive  interest 
thereon  at  a  rate  not  exceeding  seven  per  cent,  per  annum.  Eor 
such  interest  the  Board  of  Directors  may  declare  dividends,  and 
designate  the  time  and  manner  of  their  payment. 
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"  No  division  of  profits  will  be  made  untjl  the  stockholders  shall 
have  first  received  interest  at  the  rate  of  seven  per  cent,  per  an- 
num on  the  amount  of  the  capital  stock." 

Article  12. 

"  No  loan  of  the  funds  of  this  company  shall  be  made  to  any 
Director  or  officer  of  the  company." 

Article  13.- 

"  Within  three  months  after  the  expiration  of  the  year  1867, 
the  officers  of  the  company  shall  cause  a  general  statement  to 
be  made,  and  a  balance  to  be  struck  of  the  affairs  of  the  company, 
which  shall  exhibit  the  amount  of  surplus  or  net  profits  of  the 
company,  as  near  as  the  same  can  be  ascertained,  after  deducting 
a  sufficient  amount  to  reinsure  all  outstanding  risks,  and  to 
cover  other  contingencies,  as  provided  by  law.  Twenty  per 
cent,  of  the  net  profits  thiis  ascertained,  in  addition  to  the 
amount  to  be  divided  among  the  stockholders  for  interest  on  the 
capital,  pursuant  to  Article  6,  shall  be  apportioned  and  divided 
in  cash  among  the  holders  of  the  capital  stock  of  the  compaily, 
and  the  remaining  eighty  per  cent,  of  the  said  net  profits  shall  be 
equitably  divided  in  cash,  or  at  the  choice  of  the  assured  in  siich 
other  manner  as  the  Board  of  Directors  may  determine  among 
thoee  policyholders  who,  by  the  terms  of  their  policies,  partici- 
pate in  the  profits  STibjcct  to  the  regulations  of  the  Board  of  Di- 
rectors from  time  to  time,  as  to  the  period  during  which  a  policy 
must  have  been  in  force  to  entitle  the  holder  to  such  participa- 
tion, and  as  to  the  period  for  which  the  dividends  shall  be  de- 
clared. And,  on  or  before  the  first  day  of  July,  in  the  year  one 
thousand  eight  hundred  and  sixty-nine,  and  in  every  subsequent 
year  or  at  such  other  times  as  the  Board  of  Directors  may  deter- 
mine, the  officers  of  the  company  shall  cause  a  general  statement 
to  be  made  and  a  balance  to  be  struck  as  aforesaid.  After  de- 
ducting a  sufficient  amount  to  reinsure  all  outstanding  risks,  and 
to  cover  other-  contingencies  provided  by  law,  a  sum  equal  to  five 
per  cent,  per  annum  of  the  capital  stock,  in  addition  to  the  amount 
to  be  divided  among  the  stockholders  for  interest  on  the  capital, 
pursuant  to  Article  6,  shall  be  apportioned  among  the  holders  of 
the  capital  stock  of  the  company,  and  the  remaining  net  profits 
.shall  be  equitably  divided  in  cash,  or  at  the  option  of  the  assured 
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in  such  other  manner  as  the  Board  of  Directors  may  determine, 
among  those  policyholders  who  by  the  terms  of  their  policies 
participate  in  the  profits,  subject  to  the  regulations  of  the  Board 
of  Directors  from  time  to  time,  as  to  the  period  during  which  a 
policy  must  have  been  in  force  to  entitle  the  holders  to  such  a 
participation,  and  as  to  the  period  for  which  dividends  shall 
have  been  declared.  In  case  of  death  of  anybody  insured,  his 
ratable  portion  of  the  profits  which  may  have  accrued  prior  to  his 
death  and  since  the  last  division  of  profits,  shall  at  the  next  suc- 
ceeding term  of  dividing  profits  be  paid  in  cash  to  his  legal 
representatives  or  assigns." 

Q.  Was  that  a  provision  of  the  original  Charter  that  every 
policyholder  paying  at  least  one  hundred  dollars  and  so  forth, 
should  be  entitled  to  a  vote,  or  was  that  the  amendment  of  1901  ? 
A.  That  was  a  provision  of  the  original  Charter. 

Q.  So  that  the  voting  power  of  policyholders  has  remained  the 
same  since  your  organization?     A.  Oh,  no;  it  was  formerly 

Q.  -Which  part  of  this  paragraph  that  I  have  read  was  the 
amendment  of  1901?  A.  First,  giving  them  the  right  to  vote  by 
proxy  as  well  as  in  person,  and  then  giving  them  that  right  and 
determining  the  extent  of  their  rights  upon  a  scientific  basis: 
the  stockholders  had  a  right  to  vote  for  each  share  of  stock, 
and  we  give  the  policyholders  the  right  to  vote  for  each  one 
hundred  dollars'  interest  that  they  have.  If  a  policyholder  thas 
a  policy,  that  is,  on  which  the  reserve  is  one  thousand  dollars, 
he  has  ten  votes,  the  same  as  a  stockholder  with  ten  shares. 

Q.  In  other  words,  you  calculate  the  policyholders'  interest  in 
accordance  with  the  amount  of  the  legal  reserve  against  his  policy? 
A.  Exactly. 

Q.  You  give  him  one  vote  for  each  one  hundred  dollars  of  that 
reserve,  just  as  you  give  a  stockholder  a  vote  for  each  one  hun- 
dred dollars'  worth  of  stock  he  has?     A.  Yes,  sir. 

Q.  That  is,  for  each  share?     A.  Yes,  sir. 

Q.  In  other  word's,  you  calculate  the  policyholders'  interest  in 
company  measiired  by  the  reserve  against  his  policy  at  the  time 
being?     A.  I  think  that  is  exactly  it. 

Q.  So  that  the  older  the  policyholder  is,  I  mean  in  relation  to 
his  company A.  The  more  votes  he  has,  sir.  ' 

Q    The  more  votes  he  has?     A.  Certainly.  ' 

Q.  And  if  there  should  come  a  question  at  any  time  of  the 
control  of  your  company  through  the  votes  of  policyholders,  it 
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would  lie  the  older  policyholders  who  would  control  the  situa- 
tion ?"  A.  Well,  the  stockholders  are  such  a  drop  in  the  bucket 
as  compared  with  the  policyholders 

Q.  I  mean  the  earlier  policyholders.  Did  I  say  stockholders? 
A.  'No,  you  said  policyholders.    Yes,  that  is  it. 

Q.  In  other  words  it  would  he  those  that  have  been  longest 
in  the  company  who  would  have  the  majority  of  the  policy- 
holders' votes?  A.  Or  a  new  policyholder  of  a  few  years  would, 
of  a  very  large  amount. 

Q.  That  would  come  in  and  modify  it?     A.  Yes,  sir. 

Q.  And  how  has  that  worked  in  practice?     A.  Excellently. 

Q.  Do  the  policyholders  vote?     A.  Surely. 

Q.  Do  they  vote  in  person  or  by  proxy?  A.  By  proxy  alto- 
gether. 

Q.  How  many  policyholders  have  you?  A.  Upwards  of  100,- 
000.     I  simply  speak  from  memory. 

Q.  Well A.  I  would  not  attempt  to  say  that,  you  know. 

Q.  About  63,000  or  64,000?     (Handing  paper.)     A.  Oh,  yes. 

Q.  About  63,000  in  number?     A.  Yes,  I  would  say  so. 

Q.  How  many  votes  of  policyholders  were  cast  at  the  last  elec- 
tion?   A.  13,000. 

Q.  Who  held  the  proxies  ?  A.  The  three  officers  of  the  com- 
panv  held  the  proxies.     I  vote  them. 

O.  Who  are  the  three  officers  to  whom  the  proxies  are  issued? 
A.  The  President,  Vice-President  and  Second  Yice-President. 

Q.  What  means  are  taken  to  get  the  proxies?  A.  Only  at  the 
time  we  made  that  change  in  our  charter  we  addressed  a  com- 
munication, a  letter  of  mine  of  which  you  bave  a  copy,  to  our 
policyholders  direct. 

Q.  Is  this  the  letter  (handing  paper)?     A.  It  is. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  809.) 

Q.  This  was  sent  out  after  the  amendment  of  1901?  A.  Yes, 
sir. 

Mr.  Hughes  then  read  Exhibit  'No.  809. 

Q. 'What  amounts  have  been  distributed  to  the  stockholders 
by  the  Germania?  A.!  Seven  per  cent,  up  to  1868,  12  per  cent, 
since  then. 
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Q.  Twelve  per  cent,  since  then?  A.  Yes,  we  declared  our  first 
dividend  to  policyholders  in  1868,  and  thereupon  they  became 
entitled  to  an  interest  in  the  dividends. 

Q.  Have  any  dividends  been  paid  to  stockholders  aside  from 
the  7  per  cent,  up  to  1868,  and  the  12  per  cent,  since  that  time? 
A.  Wo. 

Q.  No  othei;  division  in  any  way?     A.  Wo.  > 

Q.  And  the  capital  stock  has  not  been  increased?     A.  Wo, 

Q.  What  amount  of  insurance  is  in  force?  A.  About  $110,- 
000,000, 1  should  say. 

Q.  How  much  of  that  is  ordinary  insurance?  A.  Just  exactly 
^/hat  do  "you  mean  by  ordinary,  Mr.  Hughes. 

Q.  Well,  as  distinguished  from  industrial?  A.  Almost  the 
whole  of  it,  practically  the  whole  of -it.  I  thinik  there  is  only 
three  hundred  thousand  dollars  of  industrial  left. 

Q.  Can  you  give  the  figures?     A.  I  can,  from  this  blue  book. 

Q.  Are  they — these  figures  are  yours  (indicating)  ?  ^  A.  $103,- 
93T,343  and  $383,924  industrial.  We  discontinued  doing  indus- 
trial business  twenty  years  ago. 

Q.  Were  you  connected  with  the  company  at  its  organization? 
A.  Before.  The  first  policy  was  issued  on  the  ITth  of  July,  and 
I  entered  the  company  the  21st  of  May,  1860. 

Q.  In  what  capacities  have  you  been  connected  with  the  com- 
pany since  that  time?     A.  I  have 

Q.  In  what  capacities,  I  say,  have  you  been  connected  with  the 
company,  what  offices  have  you  held  in  the  company?  A.  Every- 
thing from  clerk  to  President,  up  or  down,  as  you  may  say. 

Q.  So  you  are  familiar  with  the  entire  business  of  the  com- 
pany?    A.  "Yes,  sir. 

Q.  Certain  questions  were  asked  you  with  regard  to  payments 
in  connection  with  legislation  and  other  matters.  You  have  furn- 
ished the  Committee  with  this  statement.  Is  that  accurate  and 
complete?     A.  Yes,  sir. 

MR,,  HUGHES:    I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  Wo.  810  and  read  by  Mr.  Hughes.) 

■   Q.  What  is  the  amount  of  the  surplus  of  your  company?     A. 
$4,744,717.00. 

THE  CHAIRMAW:    Before  you  leave  that  topic  I  wish  you 
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would  ask  him  if  he  knows  how  much  was  paid  in  all  in  regard 
to  that  lien  bill,  and  how  it  was  paid. 

Q.  What  was  the  entire  amount  paid  for  counsel  in  regard 
to  the  lien  bill  ?    A.  I  cannot  tell  that,  Mr.  Hughes. 

Q.  What  companies  or  institutions  were  interested  in  that? 
A.  All  the  title  companies,  somB  of  the  other  life  companies,  and 
some  individuals. 

Q.  Who  was  the  counsel  that  they  employed  ?  A.  I  don't  know. 
I  can  ascertain  that  for  you. 

Q.  To  whom  did  joii  pay  the  money,  the  $250  from  your  com- 
pany ?    A.  To  the  organization,  the  Allied  Eeal  Estate  Interests. 

Q.  No,  that  is  in  regard  to  the  Mortgage  Tax  Bill.    I  am  re- 

.f erring  to  the  payment  of  two  hundred  and  fifty  dollars  in  1904, 

in  connection  with  the  lien  bill  ?    A.  Oh,  that,  we  paid  that  to  E. 

C.  Potter.    He  is  not  a  lawyer,  he  is  a  well-to-do  man  here,  a  large 

real  estate  man  and  operator. 

Q.  To  E.  0.  Potter?     A.  Yes,  sir. 
"    Q.  And  did  he  engage  the  counsel?    A.  I  understand  so ;  yes. 

Q.  And  you  don't  know  who  the  counsel  was  ?    A.  I  do  not. 

Q.  Or  what  the  total  amount  was?  A.  iTo.  I  can  ascertain 
that  if  you  wish. 

THE  CHAIEMAE":  I  wish  you  would.  We  would  like  to 
know. 

THE  WITNESS :     You  would  like  to  know,  do  I  understand  ? 

THE  CHAIEMAN:     Yes. 

]\£R.  HIIGrHES :  Yes,  we  would  like  the  information  on  that 
point. 

THE  WITNESS:    I  will  ascertain  that. 

BY  THE  CHAIRMAN: 

Q.  It  is  quite  possible  that  you  had  a  statement  of  some  kind 
showing  what  your  proportion  was  before  you  paid  it,  did  you 
not,  Mr.  Doremus?  A.  I  doubt  it.  A  meeting  was  held  at  the 
office  of  one  of  the  prominent  real  estate  men  downtown,  and 
we  each  subscribed  a  certain  sum,  and  I  subscribed  two  hundred 
and  fifty  dollars. 

Q.  In  advance  of  the  introduction  of  the  bill?     A.  Oh,  no, 
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the  bill  was  before  the  Committees  and  counsel  had  appeared  be- 
fore the  Committees  at  that  time. 

BY  MR.  HUGHES: 

Q.  Will  you  state  the  circumstances  under  which  you  made 
the  payment.  The  meeting  was  called?  A.  Yea,  I  think  at 
Horace  Ely's  or  some  other  large  downtown  real  estate  firm, 
which  was  attended  by  representatives  of  the  companies,  presi- 
dents of  savings  banks  and  title  companies  were  represented,  and 
a  Ust  was  circulated  to  which  I  subscribed  two  hundred  and  fifty 
dollars. 

Q.  "Was  the  list  circulated  at  that  meeting  ?    A.  Yes,  sir. 

Q.  What  was  the  status  of  the  bill  at  that  time?  A.  I  think 
it  was  at  the  time  that  the  Legislature  had  adjourned,  leaving 
a  certain  bill  in  the  Governor's  hands.  He  then,  if  my  recollec- 
tion is  right,  called  a  special-  session,  did  he  not?  Did  not  the 
Governor  call  a  special  session? 

Q.  In  1904  —  this  was  in  1904  you  made  the  payment,  I  under- 
stand ?    A.  Oh.  yes,  that  is  true. 

Q.  Are  you  confusing  the  matter  of  the  Allied  Real  Estate 
Interests  with  the  Mortgage  Tax  Bill?    A.  I  am  now;  yes,  sir. 

Q.  Was  this  meeting  you  referred  to  a  moment  ago  a  meeting 
ill  1904,  in  regard  to  the  lien  bill,  or  was -it  not  in  regard  to  the 
Mortgagn  Tax  Bill  ?    A.  The  Mortgage  Tax  Bill. 

Q.  Put  your  mind  back  to  1904,  in  regard  to  the  lien  bill,  what 
was  done  or  suggested  as  to  the  subscription?  A.  There  was  no 
mteting  there. 

Q.  No  meeting  there?    A.  No. 

Q.  And  Mr.  Potter  communicated  with  you?     A.  Yes,  sir. 

Q.  And  was  that  before  the  bill  was  introduced?  A.  I  could 
n(.t  say  that. 

Q.  You  don't  know  as  to  that  ?    A.  No. 

Q.  You  don't  know  what  the  condition  of  the  matter  was 
except  that  you  were  asked  for  two  hundred  and  fifty  dollars 
toward  the  end  of  getting  the  law  amended  in  this  particular?  A. 
I  may  have  been  asked  for  more,  but  that  is  the  amount  I  sub- 
scubcd. 

Q.  Do  you  recollect  whether  you  were  asked  for  more?  A. 
No,  I  do  not. 
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Q.  You  can  get  us  information  about  tliat,  I  suppose?  A. 
AVhat  is  that? 

Q.  You- can  get  us  information  about  that?    A.  About  tbe 

Q.  Of  the  total  amount  that  was  subscribed  and  who  the  coun- 
sel were?     A.  I  will  try  to,  yes,  sir. 

Q.  l^ow,  the  matter  that  you  refer  to  was  in  April,  1905,  when 
there  was  a  meeting  downtown  of  a  great  many  real  estate  people, 
and  a  list  was  passed  around  to  subscribe  for  the  services  of 
counsel  before  the  Committees  of  the  Senate  and  Assembly^  in 
connection  with  the  Mortgage  Tax  ?    A.  Exactly. 

Q.  And  what  was  the  total  amount  that  was  obtained  through 
the  subscriptions?  A.  1  think  some  twenty  thousand  or  twenty- 
five  thousand  dollars. 

Q.  Twenty  or  tM-^enty-five  thousand?  A.  Nearly;  that  is  my 
recollection,  I  think. 

Q.  Who  were  the  counsel?  A.  I  don't  know.  They  were 
gentlemen  who  I  did  not  know. 

Q.  Who  arranged  for  their  employment;  who  was  the  man, 
or  committee,  that  had  the  matter  in  charge  and  took  the  money 
qnd  handled  it?  A.  One  of  the  members  of  the  firm  of  Horace 
Ely  and  Company,  I  think,  was  prominent  in  the  matter.  His 
name  I  do  not  recall. 

Q.  With  whom  did  you  communicate  in  regard  to  the  matter 
of  the  contribution  in  connection  with  the  Mortgage  Tax  Law, 
who  called  the  meeting?  A.  I  think  some  hastily  assembled 
committee  of  some  prominent  real  estate  people  downtown.  I 
was  invited  through  Mr.  A.  L.  Mordecai  &  Son. 

Q.  To  whom  did  you  send  the  five  hundred  dollars?  I  wish 
you  would  look  up  the  check  for  the  five  hundred  dollars  during 
the  recess  hour,  and  give  me  the  name  of  the  man  who  got  the 
five  hundred  dollars  in  the  one  case,  and  the  two  hundred  and 
fifty  dollars  in  the  other  case,  and  if  you  have  any  correspond- 
ence relating  to  the  matter,  or  can  refresh  your  memory,  we 
should  be  glad  to  know  what  you  can  say  on  the  subject?  A. 
Yes,  I-shall  be  glad  to  do  it. 

Q.  With  reference  to  both  these  matters,  the  lien  matter  and 
the  mortgage  tax?  A.  Yes,  with  reference  to  the  two  hundred 
and  fifty  dollars,  I  can  tell  you  now  it  was  E.  Clinton  Potter. 

Q.  E.  Clifton  Potter  ?  A.  Yes,  and  he  is,  as  I  say,  a  large  real 
estate  man  and  dealer. 
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BY  THE  CHAIEMAN: 

Q.   Tliat  was  the  lien  bill,  we  -understand  now?     A.  Yes. 

Q.  Did  you  state  the  name  of  the  recipient  of  the  money  for 
the  Mortgage  Tax  Bill?  A.  That  I  cp-nnot  tell;  someone,  a 
secretary  of  an  association. 

Q.  Was  the  total  twenty-five  thousand  dollars 

BY  ME.  HUGHES: 

Q.  What  did  you^  say  the  total  in  the  mortgage  tax  matter 
was?  A.  I_ think  twenty  thousand,  or  twenty-five  thousand  dollars 
was  raised. 

Q.  We  would  like  to  have  you  get  the  statement  of  the  one 
to  whom  you  paid  the  money,  and  if  you  had  a  circular  or  cor- 
respondence relating  to  it,  we  would  be  glad  to  have  you  bring 
that  down  at  half  past  two,  at  the  afternoon  session  ?    A.  Yes. 

Q.  It  would  appear  by  the  blue  book  that  your  company  ha;s 
had  a  constant  increase  in  surplus — is  that  the  fact  ?    A.  It  is, 

Q.  What  are  your  investments — what  is  the  nature  of  your  in- 
vestments ?  A.  Conservative  securities,  bonds  and  mortgages  on 
real  estate. 

Q.  Have  you  found  it  necessary  to  watch  the  ticker  to  see 
where  you  could  make  a  profit  on  a  turn  in  securities?  A.  We 
never  do.^ 

Q.  What  kind  of  securities  have  you  invested  in?  A.  Well, 
Mr.  Hughes,  the  best  that  we  could  find. 

Q.  What  proportion  of  your  assets  do  you  invest  in  real  estate  ? 
A.  !N^ot  in  real  estate. 

Q.  Well,  in  bonds  and  mortgages?  A.  Well,  we  have  about 
thirty-five  million  dollars  of  assets,  and  I  think  about  eighteen 
or  nineteen  million  dollars  is  invested  of  that  in  bond  and  mort- 
gage. 

Q.  Has  that  proportion  obtained  during  the  entire  period  of 
your  history — ^have  you  invested  a  little  more  than  half  of  your 
asssts  in  mortgages  upon  real  estate?    A.  Yes,  we  have. 

Q.  Now,  what  has  been  your  experience  as  to  that  class  of 
investment — do  you  find  them  highly  speculative  ?  A.  We  do 
not ;  we  find  them  very  stable,  indeed. 

Q.  What  has  been  your  experience  with  regard  to  losses  on 
such  investments  ?    A.  They  have  been  very  moderate. 

Q.  If  you  have  men  of  sound  business  judgment  you  are  able 
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to  make  a  very  safe  investment  in  that  class  of  securities?     A. 
Exactly. 

Q.  Now,  what  class  of  securities  have  you  invested  in  apart 
from  mortgages  upon  real  estate?  A.  Oh,  what  we  considered 
first  class  railroad  bonds. 

Q.  Bonds — railroad  "bonds?     A.  Mostly,  yes. 

Q.  What  proportion  of  your  thirty-five  millions  of  assets  is 
invested  in  railroad  bonds — have  you  got  anything  there  which 
would  help  you  ?  A.  Yes,  I  have.  Mr.  Hughes,  as  between  the 
different  kinds  of  securities,  I  would  say  that  while  investments 
in  real  estate  and  bond  mortgage  are  very  stable  and  while  our 
experience  has  been  very  fortunate  comparatively,  still  we  have 
a  small  loss;  while  on  the  other  hand  in  our  negotiable  securities 
we  have  a  great  gain  through  our  whole  history. 

Q.  That  being  the  case,  why  do  you  invest  a  large  proportion 
in  real  estate  ?  A.  There  is  no  chance  for  a  gain  in  advancement 
on  bond  and  mortgage. 

Q.  Why  do  you  invest  so  largely  in  bond  and  mortgage?  A. 
Stability.  There  is  a  risk  of  loss  in  the  other  which  we  have 
not  experienced. 

Q.  While  there  is  no  chance  for  gain,  a  risk  of  loss  is  greatly 
diminished?    A.  Yes. 

Q.  And  in  an  insurance  company  it  is  not  necessary  to  have 
a  very  large  amount  of  your  assets  upon  call  ?  A.  Well,  to-day, 
yes.    We  are  all  doing  what  we  ought  not  to,  Mr.  Hughes. 

Q.  What  is  that?  A.  That  is  an  individual  opinion.  We  are 
giving  the  right  to  every  policyholder  of  to-day  to  call  upon  us 
at  any  time  for  almost  the  value  of  his  policy  as  a  loan.  Under 
those  circumstances  we  must  have  quick  assets.  You  understand 
tliat  was  never  necessary  ten  years  ago. 

Q.  You  think  that  policy  of  encouraging  policyholders  to  take 
loans  should  be  abandoned?  A.  ISTo,  I  do  not  say  that;  but 
where  every  policyholder  in  case  of  panic  can  come  down  to  us 
and  demand  a  loan  for  the  amount  of  his  reserve  on  the  policy, 
we  have  got  to  be  prepared  to  do  something. 

Q.  You  have  been  for  forty  years  connected  with  the  com- 
pany. Is  there  any  doubt  whatever  about  the  advantage  of  the 
stability  of  investments  in  mortgages  upon  real  estate?  A.  We 
could  not  meet  these  supposed  demands  on  us  in  a  case  of  a 
pauic  if  we  had  investments  on  bond  and  mortgage  only. 

Q.  I  mean  in  a  large  percentage  of  your  assets  being  invested 

132 


4194:  Legislative  Insurance  Investigation. 

in  that  form — is  there  any  doubt  of  the  advantage  of  it  in  tlic 
standpoint  of  stability?  A.  No,  none  whatever,  in  stability, 
surely. 

Q.  You  have  spoken  of  the  risk  of  loss  in  connection  with  se- 
cvirities.  When  is  that  risk  most  manifest— in  times  when  con- 
ditions are  unsettled — panicky?  A.  "Well,  Mr.  Hughes,  of  course 
that  does  not  afEect  the  life  insurance  companies  so  much  because 
we  under  no  circumstances  being  properly  administered  can  be 
compelled  to  sell  in  a  panic. 

Q.  There  is  a  risk  of  loss  in  connection  with  investment  in  se- 
curities?    A.  Oh,  surely. 

Q.  As  compared  with  real  estate?  A.  Oh,  certainly  we  haA-e 
had  losses,  but  our  gains  much  more  than  over-balance  them. 

Q.  And  that  risk  is  much  more  apparent  in  troublous  times 
than  in  other  times?     A.  Surely. 

Q.  So  that  the  best  safeguard  against  a  great  fluctuation  in 
your  assets  is  to  have  a  considerable .  amount  invested  upon  bond 
•and  mortgage  upon  real  estate?     A.  Yes. 

Q.  ISTow  will  you  tell  me  please  what  the  amount  of  your  in- 
vestments in  railroad  bonds  is  at  the  present  time?  A.  About 
five  millions  of  dollars. 

Q.  About  five  millions  of  dollars?     A.  Yes. 

Q.  What  is  the  amount  you  have  invested  in  securities  all 
told?     A.  $10,000,000. 

Q.  Ten  millions  of  dollars?     A.  Yes. 

Q.  Do  you  invest  in  stocks?     A.  We  do  not. 

Q.  Have  you  ever  invested  in  stocks?  A.  Oh,  we  held  one 
little  item  some  years  ago.  We  bought,  I  think,  some  fifty  shares 
of  bank  stock  and  concluded  afterward  to  clean  it  oiit. 

Q.  Why  did  jon  conclude  to  clean  out  the  bank  stock?  A. 
]3ecause  the  German  government  did  not  allow  us  to  carry  stocks; 
that  is  about  it. 

Q.  But  apart  from  bank  stock  you  had  not  invested  in  stocks 
when  you  were  free  to  do  so?  A.  No,  never  invested.  We  once 
got  some  city  railroad  stock  in  satisfaction  of  a  debt  which  we  sold 
at  a  handsome  profit. 

Q.  So  that  you  have  $10,000,000  in  securities  and  about  (eigh- 
teen or  nineteen  millions  in  mortgages  upon  real  estate;  and 
what  are  the  rest  of  your  investments?     A.  Real  estate  itself. 

Q.  What  real  real  estate  do  you  own?  A.  More  than  I  would 
like  to,  Mr.  Hughes,  although  it  has  decreased  very  much  of  late. 
Our  total  holding  of  real  estate  is  $3,111,069.37. 
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Q.  Where  is  that  real  estate  situated?  A.  Our  home  office 
building  here. 

Q.  What  is  the  book  value  of  your  home  office  building?  A. 
$507,731. 

Q.  What  did  it  cost?  A.  It  cost  $462,500.  I  have  declined 
an  offer  of  $1,350,000,  Mr.  Hughes,  as  an  instance  of  investment. 

Q.  What  are  your  other  real  estate  holdings  ?  A.  St.  Paul, 
Minnesota,  we  have  a  building  there. 

Q.  Office  building  ?     A.  Yes,  sir.. 

Q.  What  did  it  cost?  A.  The  cost  I  haven't  here.  It  cost 
something  more  than  that  —  we  hold  it  at  $700,000. 

Q.  Yon  mark  it  down  a  little  ?  A.  Yes,  I  think  it  cost  about 
$800,000. 

Q.  Go  on.  A.  In  Berlin,  Germany j^  we  have  a  building  which 
cost  us  $291,947,  bought  two  years  ago  in  place  of  one  we  sold 
then  at  a  profit  of  $300,000.  And  in  Vienna,  Austria,  we  have 
a  building  which  cost  us  $180,799.87.  Then  we  have  our  fore- 
closed real  estate  almost  entirely  in  this  city,  which  I  have  given 
special  attention  to  reducing  the  amount  of  the  last  few  years. 
At  the  end  of  1901  it  amounted  to  $1,337,481 ;  at  the  end  of  1902, 
$1,125,090;  1903,  $981,480,  and  1904,  $861,744,  showing  that 
we  have  sold  about  half  a  million  dollars  of  foreclosed  real  estate 
in  these  four  years,  about  40  per  cent,  of  the  total  holdings.  That 
comprises  all  the  real  estate. 

Q.  How  many  purchases  of  securities  have  you  made  this  year 
in  this  country?     A.  Four,  I  am  sorry  to  say. 

Q.  What  are  they  ?  A.  They  are  $100,000— oh,  no,  I  beg  par- 
don, no,  only  two;  March  27 

Q.  Amounting  to  how  much  ?  A.  One  for  $50,000  and  one  for 
$100,000, 

Q.  How  much  did  yoii  make  in  1904  in  this  country?  A. 
$200,000. 

Q.  How  many?     A.  Two  investments  of  $100,000  each. 

Q.  Then  you  make  very  few  investments  from  time  to  time  ? 
A.  Yes ;  with  the  market  as  it  is  now. 

Q.  How  much  of  your  business  do  you  do  in  Germany?  A. 
One-third. 

Q.  Do  yon  do  business  in  any  other  foreign  country?  A. 
When  I  speak  of  Germany  I  mean  all  Europe. 

Q.  Your  headquarters  are  in  Berlin?     A.  In  Berlin. 

Q.  Have  you  ever  had  any  trouble  with  the  German  govern- 
ment ?  A.  No,  on  the  contrary  they  are  very  courteous  and 
obliging. 
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Q.  Has  your  business  in  Germany  been  profitable  ?  A.  It 
Las  in  every  respect,  better  than  any  business  in  this  country,  costs 
less  and  stays  better. 

Q.  Why  is  that  ?  A.  Well,  they  have  not  been  entirely  edu- 
cated up  to  our  wild  methods  of  doing  business  here. 

Q.  What  are  our  wild  methods  of  doing  business  ?  A.  Oh, 
paying  too  much  for  it,  Mr.  Hughes. 

Q.  Just  explain  that  a  little.  We  should  be  very  glad  to  have 
the  benefit  of  your  views  upon  that  point.  A.  Well,  we  went  to 
Germany  in  1868 

Q.  Just  compare,  if  you  will,  for  our  illumination  the  methods 
you  employ  in  Germany  and  the  methods  you  employ  in  l^ew  York 
City  ?  A.  Well,  the  methods  are  not  unlike,  but  the  figures  are 
very  different.  For  instance,  commissions  over  there  are  not 
graded  on  the  percentage  of  the  premium,  but  a  smaller  percentage 
of  the  amount  insured. 

Q.  So  much  per  thousand  ?  A.  Yes.  My  actuary  would  know 
that  better. 

Q.  So  much  per  thousand  ?     A.  Yes. 

Q.  Well,  reducing  them  to  amounts  how  do  they  compare  with 
the  commissions  paid  here?  A.  I  want  to  look  that  up,  Mr. 
Hughes.     It  is  less,  but  growing  constantly. 

Q.  To  what  extent  is  rebating  prevalent  over  there  ?  A.  I 
don't  think  it  is  known  at  all. 

Q.  Not  known  at  all  ?    A.  I  don't  think  so. 

Q.  It  has  not  been  carried  over  there,  or  what  is  the  ex- 
planation of  it?    A.  I  think  it  has  not  been  carried  over  there. 

Q.  Is  that  indigenous  —    A.  To  this  country. 

Q.  To  this  country?     A.  Yes,  I  think  so. 

Q.  What  is  the  explanation  of  the  growth  of  that  evil  in  this 
country  ?    A.  The  desire  to  be  at  the  head  of  the  heap. 

Q.  Desire  to  be  big?     A.  Yes. 

Q.  Get  business  on  any  terms  ?  A.  I  don't  think  it  was  ever 
as  prevalent,  Mr.  Hughes,  as  it  is  to-day. 

Q.  Why  can't  it  be  stopped  by  a  company  that  desires  to  stop 
it?     A.  I  don't  see  how. 

Q.  You  mean  they  pay  so  much  the  agents  can  afford  to  do 
it?  A.  Agents  have  got  to  do  it  in  competition  with  agents  of 
the  other  concerns. 

Q.  He  has  got  a  commission  out  of  which  he  can  do  it?  A. 
Yes;  the  other  fellow  can  get  a  bigger  one  probably. 

Q.  What  do  you  insist  on  a  return  to  the  company  of  in 
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amount  when  the  agent  writes  a  policy  —  the  net  premium  only  ? 
A.  He  makes  his  monthly  report,  deducting  his  commissions 
and  remitting  the  balance. 

Q.  So  that  he  does  not  have  to  account  to  the  company  for 
anything  more  than  what  remains  of  the  premium  after  deduct- 
ing his  commissions?    A.  That  is  it. 

Q.  And  you  have  no  control  over  his  use  of  that  part  of  the 
pemium  which  he  deducts,  have  you?     A.  No,  none,  whatever. 

Q.  To  what  extent  do  you  receive  premium  notes  in  payment 
of  premiums  ?    A.  Not  at  all. 

Q.  Not  at  all  ?    A.  Never. 

Q.  Why  has  not  the  competition  forced  you  to  take  premium 
notes?     A.  Well,  because  they  are  too  risky. 

Q.  i^cicause  you  won't  take  them?    A.  That  is  it. 

Q.  Then  you  in  making  an  agent  account  do  not  accept  from 
him  the  policyholder's  notes?     A.  Never  in  any  case. 

Q.  He  has  to  pay  over  the  cash  amount  of  the  pemium  after 
deducting  his  commissions?     A.  That  is  it. 

Q.  And  it  is  his  own  lookout  if  he  takes  a  note  ?    A.  Certainly. 

Q.  Is  that  the  practice  generally  with  American  companies? 
A.  I  have  no  knowledge,  Mr.  Hughes. 

Q.  Now,  what  is  the  rate  per  thousand  paid  in  Germany?  A.. 
Perhaps  our  actuary  might 

Q.  Fifteen  dollars  per  thousand;  what  is  the  average  premiuiTi 
per  thousand  of  your  company  in  New  York?  A.  About  $10 
I  would  say. 

Q.  And  what  are  your  rates  of  commission?    A.  Here? 

Q.  Yes.     A.  Our  scale  runs  up  to  about  65. 

Q.  Sixty-five  on  the  first  year's  business  ?    A.  Yes. 

Q.  Do  you  commute  the  renewal  commissions?  A.  No,  not 
commute  them. 

Q.  I  mean  will  you  pay  an  agent  in  the  first  year  in  the  way 
of  advances  what  you  understand  his  renewals  amount  to?  A. 
No,  we  either  pay  him  6.5  with  the  renewal  or  a  brokerage, 
which  would  amount  perhaps  to  15  more.  Of  course  the  65  I 
am  mentioning  is  the  highest  figure  on  ordinary  life.  It  varies 
according  to  the  kind  of  policy;  down  to  10-year  endowment  it 
would  be  about  35  or  40. 

Q.  You  pay  a  brokerage  commission  if  men  were  willing  to  put 
in  the  business  on  a  brokfirage  basis?     A.  Yes. 

Q.  And  that  would  be  what,  your  highest  rate?     A.  75  or  80. 
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I  think  so.     It  is  always  graded.     The  figure  I  mentioned  is  the 
highest  possible  figure. 

Q.  In  Germany  do  they  pay  a  renewal  commission?     A.  Yes. 

Q.  In  addition  to  the  $15  per  thousand?     A.  Yes. 

Q.  What  are  the  renewal  commissions?     A.  Four  per  cent, 

Q.  For  how  long?     A.  During  the  life  of  the  policy. 

Q.  Four  per  cent,  of  the  premiums?     A.  Of  the  premiums. 

Q.  Do  the  agents  collect  the  renewal  premiums?     A.  Yes. 

Q.  They  collect  them  themselves?     A.  Yes. 

Q.  They  are  not  paid  direct  to  the  company?  A.  Oh,  no;  they 
collect  them. 

Q.  That  is  a  sort  of  collection  fee  of  four  per  cent.  ?     A.  Yes. 

Q.  Of  the  premiums  ?    A.  Of  the  premiums,  yes. 

Q.  Is  the  average  premium  in  Germany  $40  a  thousand  or  what 
would  correspond  to  that?  A.  I  don't  know  whether  there  is  any 
difference 

Q.  One  hundred  and  sixty  marks?  A.  Our  premiums  are  a 
little  higher  in  Germany. 

Q.  What  are  they  in  marks?  A.  Well,  24  cents  to  a  mark  — 
how  do  you  think  they  compare  —  is  that  so  Mr.  Fuhrer? 

Q.  You  may  adopt  his  answer,  Mr.  Doremus.  A.  About  $44 
per  thousand  —  a  little  higher  than  here. 

Q.  About  $44  per  thousand?     A.  Yes. 

Q.  Then  it  is  35  per  cent,  practically  that  you  pay  in  Germany 
on  the  first  year's  premium  as  against  75  to  80  per  cent,  here  on  a 
brokerage  basis?  A.  You  are  taking  the  commission  there  with 
the  renewal  and  here  you  are  taking  the  brokerage. 

Q.  The  fair  way  would  be  to  compare  35  and  65?     A.  Yes. 

Q.  Thirty-five  and  four  per  cent,  with  sixty-five  and  seven  and 
one-half  per  cent.  ?     A.  About  that. 

Q.  Now,  in  what  other  respect  do  the  operations  in  Germany 
differ  from  those  here?  A.  The  business  is  much  more  stable; 
they  do  not  drop  their  policies. 

Q.  Is  that  a  matter  of  temperament  or  due  to  the  absence  of 
competition?     A.  Oh,  temperament,  I  think. 

Q.  Is  the  competition  pretty  keen  abroad?     A.  I  think  so,  yes. 

Q.  But  they  are  more  inclined  to  retain  what  they  have  once 
taken?     A.  Exactly. 

Q.  Than  to  change?     A.  Yes,  sir. 

Q.  Do  you  give  surrender  values  in  Germany?  A.  Oh,  yes. 
•  Q.  Is  there  as  much  of  a  temptation  to  a  policyholder  to  sur- 
render his  policy  and  get  the  surrender  value  in  cash  and  go  into 
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some  other  company,  as  there  is  in  New  York?     A.  Quite  as  much, 
I  think. 

Q.  So  it  all  comes  down  to  a  matter  of  temperament  in  that  re- 
spect?    A.  I  think  so,  yes. 

Q.  In  what  other  respect  is  there  a  difference?  A.  Well,  on 
the  whole  mortality  is  better. 

■Q.  Mortality  is  better  in  Germany  than  in  the  United  States 
amongst  selected  risks?  A.  I  am  sure  that  has  been  our  experi- 
ence. 

Q.  Have  you  data  which  will  show  that?  A.  That  is  our  ex- 
perience. 

Q.  To  what  extent  is  the  mortality  better  abroad  than  here? 
A.  Well,  it  is  becoming  about  even  now,  Mr.  Hughes ;  but  from 
the  time  we  established  our  Berlin  agency  in  1868  up  to  the  pres- 
ent time  our  experience  there  has  been  better  than  ours  here. 

Q.  You  employ  the  same  methods  in  the  selection  of  risks 
there?    A.  Oh,  yes. 

Q.  As  to  examination  and  so  forth?  A.  Altogether  the  same, 
yes. 

Q.  JNTow,  do  you  really  think  that  the  mortality  is  in  itself 
better  over  there  than  it  is  here  or  is  it  because  the  crowding  to 
get  business  in  this  country  results  in  a  poorer  selection  of  risks  ? 
A.  No,  I  do  not  thing  that,  but  I  think  that  we  get  better  medical 
service  in  Germany  than  we  do  here  in  making  examinations. 

Q.  Better  medical  service  in  examination  ?  A.  Considering 
the  country. 

Q,  How  many  States  do  you  do  business  in?  A.  Oh,  in  all  — 
practically  in  all. 

Q.  What  proportion  of  your  business  is  in  the  State  of  l^ew 
York  ?    A.  Eighty  per  cent.,  possibly — new  business  you  mean  ? 

Q.  No,  total  business,  taking  it  at  the  end  of  1904,  you  had 
about  eight  million  dollars  ?     A.  Yes,  sir  —  New  York  — -  yes. 

Q.  Out  of  a  total  of  $104,000,000  ?    A.  Yes,  sir. 

Q.  When  did  you  begin  to  write  industrial  insurance?  A.  I 
have  to  look  this  way  for  an  answer,  Mr.  Hughes.  I  would  say 
about  twenty-five  years  ago. 

Q.  What  led  you  to  adopt  that  method  of  insurance  ?  A.  Mr. 
Hegeman  and  Mr.  Dryden  had  just  gone  into  it,  and  it  seemed  at- 
tractive, as  it  is  an  excellent  business  if  the  whole  force  of  such 
staffs  as  Mr.  Hegeman  and  Mr.  Dryden  have  been  given  to  it. 
Q.  Has  it  proved  profitable  to  your  company?  A.  We  have 
not  lost  anything,  but  as  a  side  issue  it  cannot  be  worked. 
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Q.  Have  you  a  table  of  rates  of  your  industrial  business  ?  A. 
We  have  not,  we  have  not  done  any  business  in  twenty  years. 

Q.  'No  industrial  business  ?    A.  No. 

Q.  Then  these  policies  you  have?  A.  Are  simply  the  hold- 
overs —  some  remaining  in  force  of  the  old. 

Q.  Of  the  old  business  ?    A.  That  is  all. 

Q.  Do  you  make  loans  upon  collateral  frequently?  A.  Very 
rarely. 

Q.  Have  you  made  any  since  1896?    A.  Only  one,  I  think. 

Q.  What  is  the  reason  for  not  making  them?  A.  Oh,  they 
are  not  attractive  in  any  -wnj  as  an  investment.  In  the  first  place 
it  is  only  a  temporary  thing. 

Q.  Do  you  object  to  making  temporary  investments  ?  A.  Yes, 
as  a  rule. 

Q.  Why?  A.  Oh,  take  these  loans  for  instance,  the  rate  is 
rarely  more  than  you  can  get  in  a  bank  from  a  trust  company,  and 
a  great  deal  of  trouble  is  connected  with  them,  changes  of  se- 
curities daily,  perhaps  hourly,  having  to  be  runnijjg  to  the  safe 
deposit  company  to  get  your  securities,  and  it  don't  pay. 

Q.  This  is  a  complete  list  of  all  your  —  is  this  a  complete  list 
of  all  your  purchases  in  the  United  States  of  securities  since  1895  ? 
A.  It  is. 

(Paper  marked  Exhibit  811  for  identification.) 

Q.  And  this  a  complete  list  of  your  purchases  in  Germany 
for  the  last  ten  years  ?    A.  It  is. 

(Paper  marked  Exhibit  812  for  identification.) 

Q.  This  is  a  complete  list  of  the  bonds  sold?  A.  It  is,  in  the 
United  States. 

(Paper  marked  Exhibit  813  for  identification.) 

Q.  This  is  a  complete  list  of  the  bonds  sold  abroad?    A.  It  is. 

(Paper  marked  Exhibit  814  for  identification.) 

ME.  HUGHES :  Mr.  Doremus,  will  you  withdraw  for  a  mo- 
ment ? 

E.  CLIFFOED  POTTEK,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 
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BY  ME.  HUGHES : 

Q.  Mr.  Potter,  you  reside  in  the  City  of  New  York?  A.  Yes, 
sir. 

Q.  What  is  your  business  ?    A.  Eeal  Estate. 

Q.  Did  you  receive  from  the  Germania  Life  Insurance  Com- 
pany in  1904  a  contribution  towards  expenses  in  connection  with 
lien  legislation?    A.  I  received  a  check  for  legal  fees. 

Q.  $250?  A.  I  don't  remember  the  exact  amount.  It  might 
have  been  $250. 

Q.  Were  there  others  who  contributed  for  the  same  purpose  \ 
A.  Yes,  sir. 

Q.  What  amount  did  you  collect  altogether?  A.  I  think  about 
$2,000  —  $2,500  at  the  outside. 

Q.  Eor  what  purpose  was  it  expended?    A.  For  legal  fees. 

Q.  And  who  was  the  attorney  who  represented  you?  A.  Mr. 
Buckley. 

Q.  Mr.  William  H.  Buckley?     A.  Yes,  William  H.  Buckley. 

Q.  Eor  what  purpose  did  he  represent  you?  A.  He  was  sim- 
ply my  attorney  to  try  and  prevent  a  bill  being  passed  lip  there, 
and  looking  after  my  interests. 

Q.  What  did  he  do  to  represent  you?  A.  I  was  not  in  Albany 
at  the  time.  I  don't  know.  He  was  simply  my  attorney  up  there. 
There  were  a  number  of  representatives. 

Q.  Did  he  appear  before  any  committee?  A.  I  imagine  that 
he  did. 

Q.  Do  you  really  think  that  he  did?  A.  I  had  every  reason 
to  suppose  so. 

Q.  Did  he  tell  you  he  did  ?  A.  ISTo,  he  did  not  tell  me  he  did 
or  did  not. 

Q.  Did  he  tell  you  that  there  was  any  opposition  to  that  bill? 
A.  No,  but  I  knew  it  from  other  sources. 

Q.  What  opposition  did  you  understand  there  was  to  that  bill? 
A.  I  understood  that  Jordan  L.  Mott  was  trying  to  put  the  bill 
through. 

Q.  Jordan  L.  Mott  was  trying  to  put  it  through  ?    A.  Yes. 

Q.  And  you  were  opposing  it?  A.  I  refer  to  another  bill  he 
was  trying  to  put  through. 

Q.  What  bUl  was  Jordan  L.  Mott  trying  to  get  through  accord- 
ing to  your  information?  A.  Ho  was  trying  to  put  through  a 
bill  where  it  was  not  necessary  tb  put  a  chattel  mortgage  on 
record — if  you  will  allow  me  to  explain. 

Q.  Certainly — explain  the  whole  matter.     A.  We  make  a  great 
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many  building  loans  and  it  has  been  the  custom  of  Jordan  L. 
Mott  and  several  of  those  big  concerns  to  sell  materials  to  those 
builders  and  keep  a  bill  of  sale  and  chattel  mortgage  without  put- 
ting it  on  record,  and  the  builder  would  come  to  us  and  say  all 
the  plumbing  fixtures  were  in — "  I  want  so  much  money."  We 
would  give  them  the  nioney,  and  six  months  afterwards  a  man 
would  come  down  and  say:  "If  you  don't  give  me  so  much  I 
will  take  out  my  bath  tubs  and  all  your  plumbing."  I  would 
say:  "We  have  paid  the  builders  money  for  all  this."  He  would 
say:  "  I  can't  help  it.  Here  is  the  bill  of  sale,  you  have  to  pay 
for  it  over  again  or  out  goes  the  stuff."  A  number  of  these 
material  men  were  opposed — ^what  I  wanted  to  do  was  to  have  a 
bill  introduced  that  would  simply  compel  the  men  that  had  liens 
on  personal  property  in  buildings  to  put  their  liens  on  record  so 
that  we  would  Imow  it,  and  demand  a  release  from  them  before 
we  paid  the  builders  their  money. 

Q.  Whom  did  you  approach  with  reference  to  having  such  a 
bill  introduced?  A.  Well  my  impression  is  that  Simpson  and 
Warner  drew  up  one  bill  and  I  submitted  it  to  several  of  the  title 
companies  for  their  approval. 

Q.  This  was  in  1904— the  session  of  1904?     A.  I  think  1904. 

Q.  And  was  not  there  a  bill  introduced?  A.  There  was  a  bill 
introduced. 

Q.  Was  it  passed?    A.  It  was. 

Q.  Who  introduced  it?     A.  That  I  don't  know. 

Q.  In  either  house  do  you  know?  A.  I  have  not  the  slightest 
idea. 

Q.  How  did  you  get  into  communication  with  Buckley?  A.  I 
have  known  him  a  good  many  years. 

BY  THE  CHAIRMAl^: 

Q.  Whom  did  you  give  the  bill  to  for  introduction?  A.  I  am 
not  even  familiar  with  that. 

BY  ME.  HUGHES: 

Q.  Did  you  give  it  to  any  one?  A.  I  could  not  say;  it  was 
several  years  ago. 

Q.  No  it  was  only  last  year.  A.  Year  before  last  I  thought 
it  was. 

Q.  1904.     A.  I  think  it  was  before  that. 
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Q.  Was  it  introduced  two  or  three  years  in  succession?  A.  I 
think  it  was  introduced  for  two  years — I  am  very  sure. 

Q.  Now  we  are  dealing  with  the  time  when  it  was  introduced 
and  passed — that  was  1904,  wasn't  it,  last  year?  A.  I  did  not 
think  so;  I  thought  it  was  further  back  than  that.  I  may  be 
mistaken. 

Q.  We  have  a  statement  here  from  the  G-ermania  of  having  paid 
you  two  hundred  and  iifty  dollars  in  1904?  A.  I  think  it  was 
1903.  I  may  be  mistaken,  but  whatever  the  date  it  was  it  was  to 
the  same  effect. 

Q.  What  led  you  to  communicate  with  Buckley?  A.  He  was 
the  only  attorney  I  knew  in  Albany. 

Q.  Hadn't  you  attorneys  in  New  York?    A.  I  had. 

Q.  And  weren't  they  competent  to  make  any  argument  that 
related  to  that  matter  ?  A.  They  were,  but  I  thought  it  would  cost 
me  a  great  deal  more  money,  trips  up  to  Albany  all  the  time,  than 
to  have  a  local  man  attend  to  it. 

Q.  How  many  insurance  companies  contributed  to  the  fund? 
A.  The  Germania  was  the  only  one. 

Q.  How  did  it  happen  that  the  Germania  alone  contributed  ? 
A.  I  wanted  to  raise,  I  think  it  was  two  thousand  dollars,  and  I 
went  to  both  the  title  companies  that  were  very  much  interested  in 
it;  I  saw  Mr.  Kelsey,  and  he  said  that  he  would  not  put  up  a 
dollar,  and  I  saw  Mr.  Bright,  and  he  said  he  would  not  put  up  a 
dollar ;  I  raised  two  thousand  dollars — twenty-five  hundred  at  the 
outside,  and  principally  my  own  money,  to  defray  the  expenses — 
the  -legal  expenses  of  this  bill. 

Q.  You  have  known  Buckley  for  twenty  years?    A.  No,  sir. 

Q.  Hqw  long?    A.  I  think  I  have  known  him  "ten  years. 

Q.  He  has  represented  you  in  Albanjf  before  in  real  estate 
matters  ?  A.  That  is  the  only  case  I  ever  had.  I  knew  him  so- 
cially, only. 

Q.  Did  you  pay  him  $2,000  ?  A.  I  think  it  was  in  the  neigh- 
borhood of  $2,000. 

Q.  Was  that  by  cash  or  check?  A.  I  think  it  was  a  check.  I 
will  look  it  up. 

Q.  When  did  you  pay  it  to  him — after  the  bill  was  passed  or 
before  ?  A.  My  impression  is  it  was  during  the  time  when  T 
engaged  him,  as  a  retainer.  I  can  get  the  check  and  look  it  up 
and  find  out  for  you. 

Q.  Did  he  report  to  you  what  had  been  done  about  it?  A. 
The  first  I  knew  I  read  in  the  paper  that  the  bill  had  been  passed. 
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Q.  Did  any  one  suggest  to  you  that  you  should  go  and  see 
him  about  it?    A.  Absolutely. 

Q.-.Did  you  know  what  he  was  engaged  in  doing  at  Albany? 
A.  I  imagined  he  was  an  attorney  up  there. 

Q.  Connected  with  matters  of  legislation?  A.  l^ot  any  more 
than  a  regular  attorney  at  Albany.  That  is  the  only  business  I 
ever  had  with  him;  I  have  known  him  fairly  intimately  for 
fifteen — ten  years  I  think. 

Q.  You  understood  there  was  opposition  to  that  bill?  A.  I 
knew  there  was  oppositidn ;  I  did  not  hear  it  from  him.  I  heard 
it  from  Mr.  Mott's  attorney,  who  came  down  and  told  me  the 
bill  could  not  be  passed. 

Q.  In  what  House  ?    A.  That  I  don't  know. 

BY  THE  CHAIEMAIT: 

Q.  Who  was  the  attorney  for  Mr.  Mott  who  came  and  told 
you  that?  A.  I  don't  know  his  name,  but  I  can  let  you  know 
in  an  hour  by  going  to  ray  office. 

Q.  I  wish  you  would. 

BY  ME.  HUGHES: 

Q.  Is  there  any  question  but  what  that  was  a  piece  of  legisla- 
tion that  went  right  through  on  its  merits  and  did  not  require 
any  money  at  all?  A.  Absolutely  on  its  merits  and  nothing  at 
aU 

Q.  Then  why  did  you  put  up  $2,000?  A.  The  first  place,  1 
thought  $2,000  was  not  a  very  big  fee  to  have  a  lawyer  take 
care  of  the  case  for  me. 

Q.  To  take  care  of  a  case  that  did  not  need  any  attention  and 
was  going  through  on  its  merits?  A.  There  are  a  great  many 
cases  that  don't  go  through  on  their  merits  that  should  go  through 
on  their  merits. 

Q.  You  had  not  heard  of  any  opposition  in  this  case  of  that 
kind?     A.  !N'ot  anything  particular;  no,  sir. 

Q.  When  you  talked  to  Mr.  Buckley — did  he  suggest  he 
wanted  $2,000?  A.  IsTo,  sir;  he  told  me — said  "  I  will  see  what  I 
can  do;  I  am  very  biisy.'"'  I  said  it  was  a  matter  that  interested 
me  very  much  and  meant  thousands  of  dollars  to  me  if  these  men 
could  go  and  pull  all  my  plumbing  out.  If  he  had  charged 
$10,000  I  would  have  paid  it. 
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Q.  Here  was  a  perfectly  good  piece  of  legislation,  ought  to 
go  on  the  books,  and  according  to  oiir  information  did  go  upon 
the  statute  books  without  any  opposition  at  all.  The  point  is, 
why  you  should  have  to  pay  $2,000  for  any  legal  services?  A.  I 
think  it  is  customary  to  have  a  lawyer  represent  you,  without  you 
go  to  Albany  yourself. 

Q.  Whether  you  need  him  or  not?     A.  I  think  it  good  policy. 

Q.  If  you  can  get  us  any  additional  information  about  it,  Mr. 
Potter,  we  should  be  glad  to  have  you  do  so.  A.  Tell  me  any- 
thing you  want  to  know  and  I  will  try  to  find  out.  I  will  find 
out  Mr.  Mott's  attorney  that  came  to  me. 

Q.  Find  out  if  you  will  just  what  you  did  pay?    A.  I  will,  sir. 

Q.  And  when  you  paid  it?  A.  It  was  in  the  neighborhood  of 
$2,000. 

Q.  And  if  you  find  on  your  files  anything  which  shows  there 
may  be  a  mistake  on  our  part  as  to  the  condition  of  affairs  there 
as  to  whether  there  was  opposition  or  not,  we  should  be  glad  to 
have  that.  Our  impression  is  it  was  a  matter  that  did  not  require 
the  expenditure.  A.  My  experience  was — I  know  we  tried  to 
get  the  bill  through  for  three  years  and  did  not  get  it  through. 
That  was  enough  information  for  me  there  was  an  opposition. 
This  was  the  third  crack. 

]'.Y  THE  CHAIRMAN: 

Q.  "We  would  like  the  names  of  any  other  persons  who  came 
to  you  and  told  you  there  was  opposition  to  the  bill?  A.  Mr. 
Chairman,  the  only  thing  I  knew  was  that  it  didn't  go  through. 

Q.  There  might  have  been  opposition  to  it  outside  of  the  Leg- 
islature? A.  It  is  possible  it  was  outside  of  the  Legislature.  It 
did  not  go  through  for  three  years. 

Q.  It  is  quite  possible  that  you  might  have  been  buncoed  in 
other  respects?  A.  It  was  a  pretty  light  bunco,  $2,000  to  get  a 
very  important  bill  through. 

BY  MR.  HUGHES: 

Q.  You  would  have  paid  ten  thousand  dollars  if  you  had  been 
asked  for  it?  A.  I  would  have,  very  readily,  and  any  real  estate 
man  in  New  York  would  if  he  had  any  large  interests. 

Q.  "Were  you  at  all  concerned  at  the  time  of  the  passage  of 
the  Mortgage  Tax  Bill  last  year?    A.  Very  much  so. 

Q.  Did  you  attend  a  meeting  at  Mr.  Ely's  office  at  which  sug- 
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gestious  were  made  that  a  fund  should  be  raised  to  fight  the  bill? 
A.  I  was  at  that  particular  meeting,  I  was  at  several  meetings, 
and  never  heard  of  any  suggestions  except  to  employ  an  attor- 
u'-y. 

Q.  "Well,  I  mean  did  you  know  how  much  was  raised  for  that 
purpose  ?    A.  Oh,  I  imagine  a  couple  of  thousand  dollars. 

Q.  "Was  it  not  twenty  thousand  or  twenty-five  thousand?  A. 
N"o,  sir. 

Q.  "What  ?    A.  I  do  not  think  it  was  any  amount  like  that. 

Q.  "What  information  have  you  as  to  the  amount?  A.  "Well, 
I  am  not  on  the  Committee,  so  I  don't  know,  sir. 

Q.  Do  you  know  who  was  on  the  Committee — do  you  know 
who  were  on  the  Committee?  A.  All  the  prominent  real  estate 
men  of  ISTew  York.  I  could  give  you  the  list.  It  is  published. 
I  suppose  five  thousand. 

Q.  "Who  had  the  handling  of  the  funds,  and  took  care  of  the 
matter  of  the  getting  in  of  the  subscriptions  from  insurance 
companies  and  others?  A.  I  don't  know.  I  gave  a  check  to  Mr. 
Ely;  eight  or  ten  of  them  were  in  it;  as  I  understood  it,  every 
dollar  in  that  particular  case  was  used  for  hiring  halls  here  and 
causing  some  agitation  and  advertising.  For  several  men  there 
said  they  would  not  pay — including  Mr.  Sands,  of  Bowers  & 
Sands — said  he  would  not  put  up  a  single  dollar  for  any  kind 
of  a  bribe  or  anything  of  that  kind  in  Albany.  He  says,  "  We 
are  going  to  run  this  on  the  merits,  hire  halls,  and  advertising  it 
all  over  the  city."  And  they  sent  out  thousands  of  circulars 
against  the  bill,  which  was  the  most  outrageous  thing  that  ever 
happened. 

Q.  In  this  lien  matter  of  the  year  before,  did  you  have  a  num- 
ber of  contributors  to  the  two  thousand  dollars;  was  it  pretty 
well  distributed?  A.  I  think  there  were  only  two  or  three  or 
four.  There  was  not  a  single  institution  that  put  up  a  dollar. 
I  thought  that  they  ought  to,  but  they  did  not,  and  I  paid  the 
difference  myself,  because  they  were  all  absolutely  interested  in 
the  building  loan  business. 

BY  THE  CHAIKMAl^T: 

Q.  When  you  say  there  was  not  a  single  institution A. 

Outside — that  came  through  Mr.  Mordecai,  so  you  will  pardon 
my  making  that  statement.     Mr.   Mordecai  gave  five  hundred 
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dollars,  and  two  hundred  and  fifty  dollars  came  from  the  Ger- 
mania  Life,  but  I  received  Mr.  Mordecai's  check, 

BY  MR  HUGHES: 

Q.  If  you  will  look  up  your  data  on  the  subject,  and  if  you 
can  find  anything  in  regard  to  the  status  of  the  bill  or  any  cor- 
respondence bearing  on  it,  and  the  exact  amount  you  paid,  I 
would  be  glad  to  have  it?  A.  I  think  it  was  $2,000;  it  was  within 
one  hundred  dollars  of  it,  one  way  or  the  other. 

THE  OHAIKMAN:  The  check  will  be  good  evidence. 

THE  WITNESS:  Yes,  sir;  I  can  get  that. 

ME.  HUGHES:  You  can  get  the  check  book  or  the  check 
itself. 

BY  THE  CHAIRMAN": 

Q.  I  wish  you  would,  if  you  will,  bring  Mr.  Hughes  the  names 
of  any  persons  who  handled  funds  for  the  live  real  estate  inter- 
ests on  the  Mortgage  Tax  Bill?  A.  I  can  do  that.  If  I  will  find 
out  who  the  treasurer  was,  that  will  settle  that. 

THE  CHArRMAN:  The  Committee  will  now  take  a  recess 
until  2:30  o'clock  sharp  this  afternoon. 


AFTER  RECESS. 
E.  0.  POTTER,  resumed. 
BY  MR.  HUGHES: 

Q:  Have  you  looked  up  the  matter  of  the  Lien  Bill  of  1904, 
so  you  can  tell  us  whether  that  was  the  year  in  which  it  was 
passed,  and  you  paid  Mr.  Buckley?     A.  Yes,  sir.  May  17th,  1904. 

Q.  Have  you  the  check  for  that  payment?     A.  I  have. 

Q.  Will  you  produce  it,  please  ?     (Witness  produces  paper  ) 

Q.  That  is  a  check  for  thirty-five  hundred  dollars?  A.  Yes, 
sir. 

Q.  Payable  to  the  order  of  cash?     A.  Yes,  sir. 
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Q.  Under  date  of  May  17th,  1904?     A.  Yes,  sir. 

Q.  Did  you  giye  that  to  Mr.  Buckley?  A.  No,  sir,  I  had  it 
cashed  myself  and  gave  Mr.  Buckley  twenty-five  hundred  dol- 
lars, not  thirty-five  hundred  dollars 

Q.  Why  did  you  draw  it  for  thirty-five  hundred  dollars?  A. 
It  is  a  long  story.     Will  I  tell  you  the  whole  story? 

Q.  Yes,  go  ahead.  A.  We  were  trying  to  have  this  bill  passed 
for  three  years,  and  I  understood  there  were  certain  interests — 
for  instance,  Jordan  L.  Mott  was  very  much  opposed  to  it.  I 
rang  up  Jordan  L.  Mott  Company  and  was  referred  to  the 
Treasurer.  He  told  me  to  communicate  with  his  attorney,  Mr. 
Hugo  Mack.  Mr.  Hugo  Mack  came  down  and  saw  me,  and 
said  that  that  particular  bill  could  not  go  through,  his  clients  all 
objected  to  it,  and  he  said,  he  would  draw  a  compromise  bill  that 
could  go  through.  I  said  that  is  perfectly  satisfactory  to  me, 
and  he  drew  up  a  compromise  bill  that  I  accepted.  He  then 
told  me  that  his  fee,  his  lawyer's  expense,  would  be  seven  thou- 
sand dollars,  and  he  said,  "ISTow,  my  advice  to  you,  is  if  you  want 
me  to  help  you  out,  my  fee  vsdll  be  seven  thousand  dollars." 
After  he  left  I  rang  up  Mr.  Bvickley  on  the  wire,  and  he  said, 
"Don't  you  pay  a  cent."  He  says,  "  That  bill  ought  to  go  through 
straight,  absolutely,  and  don't  you  put  up  a  dollar."  And  I  went 
to  certain  friends  of  mine  and  raised  what  I  supposed  was  thirty- 
five  hundred  dollars.  A  short  time  afterward  one  of  the  gentle- 
men said  that  he  would  be  very  much  obliged  if  I  would  excuse 
him  from  putting  up  one  thousand  dollars  for  certain  reasons,  and 
I  said  all  right.  And  after  I  had  received  notice  that  the  bill  had 
been  passed,  I  rang  up  Mr.  Buckley  on  the  wire  and  told  him  the 
first  time  he  came  down  to  stop  in  the  office.  He  never  sent  me  a 
bill.  And  I  intended  then  to  give  him  the  sum  of  thirty-five 
hundred  dollars,  and  when  he  came  in  some  days  later  I  explained 
the  matter  to  him,  and  he  said,  "That  is  all  right,  I  do  not  feel  like 
charging  anything."  I  said,  "I  insist  upon  it.  These  gentlemen 
that  have  put  up  this  money,  it  is  of  great  importance  to  them," 
and  I  said  it  would  have  cost  us  more  money  if  we  had  had  our 
Dwn  lawyers  go  up  and  fool  around  with  this  bill. 

Q.  Why  did  you  take  subscriptions  for  thirty-five  hundred 
dollars  if  Mr.  Buckley  told  you  it  would  not  cost  a  cent?  A. 
Because  I  thought  he  was  entitled  to  one-half  of  what  Mr.  Mack 
would  charge  me  for  the  compromise. 

Q.  You  were  going  to  pay  Mr.  Buckley  anyway?  A.  I  was, 
yes,  sir. 
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Q.  That  is  tlie  reason  you  got  these  subscriptions?  A.  That 
is  the  idea. 

Q.  Did  you  not  tell  Mr.  Buckley  that?  A.  I  told  him — no,  sir, 
I  did  not. 

Q.  What  did  Mr.  Buckley  do  for  you  regarding  the  matter? 
A.  Nothing,  except  that  I  sent  the  proposed  bill  up  there  and 
asked  him  to  have  it  introduced,  as  I  did  not  know  anybody  up 
there. 

Q.  Did  he  have  it  introduced?  A.  I  imagine  he  did.  I  don't 
know  anything  to  the  contrary. 

Q.  What  did  you  tell  him  you  would  pay  him?  A.  There  was 
no  agreement  made. 

Q.  Without  the  making  of  any  agreement  did  you  tell  him  you 
would  see  him  out  of  it?  A.  Wo,  at  that  time  Mr.  Buckley  was 
very  friendly  disposed  to  me  and  most  of  the  conversation  was 
over  a  long  distance  telephone,  and  at  one  dollar  per  three  min- 
utes; it  was  not  very  lengthy. 

Q.  Did  you  see  him  afterward  before  the  bill  passed?  A.  I 
think  I  met  him  once. 

Q.  Did  he  know  you  were  getting  money  on  subscriptions? 
A.  I  told  him.  I  said:  "I  want  you  to  give  your  time  to  this 
matter  and  I  will  see  you  paid." 

Q.  You  told  him  that?  A.  Yes.  He  said,  "ISTow  don't  talk 
about  that  at  all." 

Q.  That  was  before  the  bill  passed?     A.  Yes,  sir. 

Q.  Before  it  was  introduced?  A.  No,  I  think  it  was  after.  I 
will  not  say  that. 

Q.  Did  you  tell  him  what  you  would  pay  him  ?    A.  I  did  not. 

Q.  At  the  time  you  drew  the  check  for  thirty-five  hundred  dol- 
lars did  you  imderstand  this  gentleman  did  not  want  to  put  up 
the  thousand  dollars  which  was  part  of  the  subscription  ?  A.  IsTo, 
it  A>as  just  at  that  time.  I  drew  the  check  for  thirty-five  hundred 
dollars  with  the  intention  of  explaining  the  matter  to  Mr.  Buck- 
ley, and  if  he  objected  to  taking  twenty-five  hundred  I  would 
have  given  him  thirty-five  hundred.  I  wanted  him  to  thoroughly 
understand  the  thing.     I  said,  "  This  is  not  all  my  money." 

Q.  How  long  was  it  after  you  drew  the  check  that  you  paid 
him?    A.  I  think  it  was  a  couple  of  days  afterward. 

Q.  Why  did  you  pay  him  in  cash  ?  A.  Well,  I  don't  know  any 
particular  reason  for  it,  except  that  I  wanted  to  have  it  in  cash 
so  to  fix  it  instead  of  drawing  two  checks,  one  for  twenty-five 
hundred  dollars  and  another  for  thirty-five  hundred  dollars. 
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Q.  jDo  you  mean  you  drew  out  $3,500  in  cash  and  had  it  in 
cash  a  couple  of  days  waiting  to  see  Mr.  Buckley?    A.  Yes,  sir. 

Q.  Why  didn't  you  wait  until  he  showed  up  before  drawing 
the  money?  A.  Because  he  might  have  come  down  after  three 
o'clock. 

Q.  Did  you  have  an  appointment  with  him?  A,  ISTo,  I  tele- 
phoned him  and  asked  him  if  he  would  stop  in  the  first  time  he 
came  down. 

Q.  You  had  the  money  all  ready  for  him?     A.  Yes,  sir. 

Q.  Why  would  it  not  have  been  a  simple  matter  to  wait  un- 
*il  he  came  down  and  see  what  he  wanted  before  drawing  the 
check ?    A.  Well,  that  would  have  been  a  good  way. 

Q.  That  would  have  been  the  ordinary  way  ?    A.  Yes,  sir. 

Q.  Why  was  this  made  an  exception?  A.  I  don't  know  any 
good  reason  for  it  except  I  drew  the  cheek. 

Q.  Were  you  influenced  by  the  fact  that  you  did  not  want  any 
record  of  the  matter?    A.  Not  particularly. 

Q.  Partly?  A.  ISTo,  I  would  not  say  it.  I  simply  drew  the 
check  and  had  the  money  there. 

Q.  Did  you  find  the  name  of  the  Treasurer  of  the  fund?  A. 
Yes,  sir,  Mr.  Benjamin  Sands  was  the  Treasurer  up  to  a  shtirt 
time  ago. 

Q.  That  is  up  to  a  couple  of  months?  A.  Within  the  last 
month. 

Q.  He  was  the  man  who  collected  the  moneys  last  Spring  in 
connection  with  the  mortgage  tax  matter?  A.  Yes,  and  now 
Mr.  Edmimd  L.  Baylies  is  tlie  Treasurer. 

COENELIUS  DOEEMUS,  resumed. 

BY  ME.  HUG-HES: 

Q.  Do  you  desire  to  correct  your  testimony  in  any  particular  ? 
A.  Yes.  This  morning  I  said  that  I  understood  there  had  been 
twenty,  perhaps  twenty-five  thousand  dollars  raised.  That  is  n 
mistake.  As  I  recollect,  cudgeling  my  memory,  and  talking  to 
others  with  whom  I  had  spoken  about  it  at  the  time,  we  had  two 
meetings  at  Mr.  Ely's  ofiice,  at  the  first  of  which  I  think  abouL 
seven  or  eight  thousand  dollars  had  been  raised.  That  was  not 
sufficient.  Another  meeting  was  called  —  at  the  first  meeting  I 
subscribed  five  hundred  dollai-s.  At  the  second  meeting  anotlicr 
paper  was  circulated  to  which  I  did  not  subscribe  anything  in 
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addition,  at  which  I  think  about  $6,500,  $6,000  or  $6,500  addi- 
tional was  raised,  making  fourteen  thousand  to  fifteen  thousand 
dollars,  the  whole  thing  was.  My  friend  Potter  was  mistaken 
about  the  amount.  I  would  not  contribute  about  25  per  cent,  of 
the  whole  cost  of  the  thing.     He  spoke  of  $2,000. 

Q.  This  is  the  payment  to  which  you  refer?  (Handing  paper.) 
A.  Yes,  sir.  At  that  meeting  some  of  the  title  companies,  to  my 
knowledge,  subscribed  one  thousand  dollars  each. 

Q.  What  did  the  insurance  companies  subscribe?  A.  I  don't 
know  that.     It  did  not  come  to  my  knowledge,  sir. 

Q.  I  mean  others  than  yourself?     A.  No. 

Q.  What  was  the  money  used  for  or  what  did  you  understand 
that  it  was  to  be  used  for  ?  A.  Well,  they  had  had  several  eminent 
counsel,  who  did  not  happen  to  be  known  to  me,  but  they  enjoyed 
the  confidence  of  those  who  did  know  them,  at  Albany  again  and 
again,  before  committees  and  otherwise.  . 

Q.  Did  you  know  of  any  moneys  being  expended  except 
through  the  employment  of  counsel  to  appear  before  committees? 
A.  I  did  not. 

Q.  Is  this  a  statement  of  your  scale  of  commissions  on  policies? 
(Handing  paper.)     A.  It  is. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  815.) 

Q.  (Handing  paper.)  Is  this  a  statement  of  all  the  disburse- 
ments of  your  company  for  legal  expenses  during  the  past  ten 
years?     A.  It  is. 

MP.  HUGHES:    I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  816  for  identification.) 

Q.  Have  you  paid  any  moneys  to  Mr.  Andrew  Hamilton?  A. 
'Ye  have  not,  sir. 

Q.   Or  to  Mr.  A.  C.  Fields?     A.  Never. 

Q.  Or  to  William  H.  Buckley?     A.  We  have  not;  no,  sir. 

Q.  What  steps  have  you  taken  to  be  posted  on  matters  of  legis- 
lation with  reference  to  insurance  companies  or  other  interests 
ivith  which  your  company  was  concerned?  A.  None  whatever, 
beyond  the  iiewsijaper  rojiorts. 

Q.  Bevond  what?  A.  Oh,  the  daily  reports  in  the  newspapers 
cf  what  had  been  introduced. 
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Q.  You  mean  reading  in  the  newspapers  the  information?  A. 
That  is  all. 

Q.  You  have  never  employed  anyone  for  that  purpose?  A. 
We  have  not. 

(Handing  paper.) 

Q.  This  is  a  complete  statement  of  all  your  collateral  loans  for 
ten  years?     A.  Yes,  sir. 

ME.  HUGHES :    I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  817  for  identification.) 

(Handing  paper.) 

Q.  Is  this  a  complete  statement  of  all  your  securities  owned? 
A.  It  is. 

Q.  That  is  of  what  date  ?    A.  It  is  down  to  date. 

ME.  HUGHES:     I  will  have  that  marked  for  identification. 

(Marked  Exhibit  818  for  identification.) 

(Handing  paper.) 

Q.  Is  this  a  complete  statement  of  your  m.onthly  cash  balances 
in  bank?    A.  Yes,  sir. 

ME.  HUGHES :     I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  819  for  identification.) 

ME.  HUGHES:  Erom  this  it  appears  your  average  total 
bank  balances  in  January,  1905,  were  $822,000;  Eebruary,  1905, 
$977,000;  July,  1905,  $436,000;  August,  $582,000;  September, 
$402,000;  October,  $182,000. 

Q.  Your  balance  for  October  is  about  half  the  balance  which 
had  obtained  previously;  why  is  that?  A.  Due,  Mr.  Hughes,  to 
the  remarkable  Mortgage  Tax  Law. 

Q.  And  what  is  that?  A.  That  took  effect  on  July  1st,  last. 
During  the  first  six  months  of  this  year  there  was  voluntarily 
paid  to  us  over  the  counter  in  discharge  of  mortgages  by  people 
who  either  got  larger  loans  elsewhere  or  terms  which  suited  them 


Testimony  of  Cornelius  Dor  emus.  42 IG 

better,  $2,354,000.     Since  the  1st  of  July  up  to  date  that  figure 
is  $76,000.    That  is  the  difference. 

BY  THE  CHAIKMAl^: 

Q.  What  was  the  first  figure?  A.  $2,354,000.  So  as  to  get 
the  new  mortgage  in  before  the  1st  of  July,  so^  they  would  not 
have  to  bear  the  burden  of  the  tax.    And  since  that,  $76,000. 

Q.  Why  should  they  have  paid  that  money  in  to  get  new  mort- 
gages before  the  1st  of  July  ?  They  paid  off  old  mortgages  and 
made  new  ones?  A.  Exactly.  They  got  larger  loans  as  a  rule, 
they  got  loans  which  suited  them  better  elsewhere,  and  by  getting 
them  before  the  1st  of  July  they  got  tliem  without  the  imposition 
of  the  half  per  cent.  tax. 

Q.  In  other  words,  the  competition  incited  by  the  going  into 
effect  of  the  Mortgage  Tax  Bill  deprived  you  of  some  of  your 
loans  ?    A.  Yes,  sir. 

BY  ME.  HUGHES: 

Q.  That  does  not  quite  meet  the  point  I  had  in  mind.  From 
January  1,  1903,  to  September,  1905,  your  lowest  bank  balances, 
that  is,  the  total  of  the  amounts  in  bank  were  upwards  of  $400,- 
000,  and  for  the  most  of  the  time  greatly  in  excess  of  $400,000. 
Now,  they  appear  in  October,  1905,  to  be  reduced  to  ,$182,000. 
What  is  the  explanation  for  that?  A.  Well,  for  instance,  last 
year,  1904,  there  was  very  little  new  building  going  on.  We  make 
almost  entirely  a  building  and  permanent  loan,  combined.  The 
advantage  is  inasmuch  as  we  get  it  in  advance  of  the  beginning  of 
the  construction  for  less  amounts  than  the  party  could  borrow 
upon  the  market  if  he  waited  until  his  building  was  completed, 
because  few  institutions  make  such  loans.  At  times  we  have  en- 
gagements ahead  which  necessitate  our  keeping  considerable  funds 
on  hand.  IN'ow  we  have  not,  we  have  few  engagements  ahead 
now,  because  there  is  little  re-investing  to  be  done.  We  invest 
several  millions  in  bond  and  mortgage  two  or  three  times  the 
excess  of  our  income  over  our  disbursements.  The  re-investment 
of  funds  which  are  paid  off  to  us  for  various  reasons. 

Q.  If  there  is  little  re-invostment  now  why  should  not  your  bank 
balance  be  larger  at  the  present  time  ?  A.  There  is  no  re-invest- 
ment, we  have  not  the  receipts  from  that  source.  We  have  only 
received  in  five  months  $576,000  as  compared  to  $2,334,000. 


4214  Legislative  Insurance  Investigation. 

Q.  But  in  July  your  bank  balance  was  $436,000,  in  August 
$582,000,  and  in  September  $402,000,  and  in  October  $182,000  ^ 
A.  Yes.  We  engage  these  building  and  permanent  loans  in  ad- 
vance of  the  completion  of  the  structure. 

Q.  How  many  bank  accounts  have  you?  A.  Three  here  in 
this  country. 

BY  ME.  COX: 

Q.  I  don't  understand  yet  that  last  point  of  Mr.  Doremus' — 
that  is,  you  reduced  your  bank  balances  in  October  of  this  year  ? 
A.  They  reduced  themselves  because  that  source  of  income,  the 
discharge  of  mortgages,  paying  us  off  has  ceased  because  of  the 
mortgage  tax  law. 

Q.  But  that  ceased  last  June  ?  A.  Exactly,  but  then  we  always 
engaged  ahead.  Of  course  a  builder  before  he  buys  the  ground — 
our  regular  customers  come  to  me  to  know  what  we  will  do  for 
them;  that  is  an  engagement;  it  will  not  result  in  anything  for 
three  or  more  months,  until  he  has  advanced  far  enough  to  make 
a  payment  —  when  the  first  three  tiers  of  beams  is  up. 

BY  ME.  HUGHES: 

Q.  Your  point  is,  as  we  understand  it,  that  since  the  first  of 
July  you  have  had  less  money  coming  in  for  investment?  A. 
Almost  none. 

Q.  The  other  moneys  you  did  have  for  investment  had  been 
engaged  ahead?     A.  Exactly. 

Q.  So  that  the  result  was  that  your  balances  have  fallen  off. 
What  I  did  not  understand  was  why  they  should  have  fallen  off 
in  October  the  year  before  ?  A.  I  have  no  doubt  a  multitude  of 
payments  coming  due  at  that  time.  These  transactions  frequently 
take  a  year. 

Q,  Is  it  a  fact  you  have  reduced  the  amoimt  of  free  money 
that  you  carry  intentionally  ?     A.   ISTo. 

Q.  With  the  idea  of  keeping  a  large  amount  invested  ?  A.  ISTo ; 
it  is  only  in  the  course  of  our  reg-ular  transactions.  Just  happens 
so,  by  reason  of  the  beginning  at  July  1  of  the  Mortgage  Tax. 

Q.  Do  you  furnish  estimates  to  agents  for  use  in  obtaining  in- 
surance.   A.  We  do  not. 
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Q.  Have  you  ever  done  so?  A.  I  do  not  think  estimates.  I 
think  we  have  furnished  actiial  results,  but  years  and  years  ago. 

Q.  How  many  years  ago?  A.  Fifteen  I  would  say — twelve  or 
fifteen. 

Q.  You  know  that  the  agents  use  estimates,  do  you  not  ?  A.  I 
believe  they  do. 

Q.  What  book  do  they  use?  A.  I  do  not  know.  It  is  a  book 
gotten  up  by  them.    We  have  nothing  to  do  with  it. 

Q.  Have  you  prohibited  its  use  ?  A.  We  discourage  the  use  of 
estimates.    We  have  not  prohibited  it. 

Q.  Have  you  one  of  the  big  books  that  they  use?  A.  I  have 
not. 

Q.  Has  your  company  ?    A.    I  don't  think  the  company  has. 

Q.  Have  you  a  statement  of  the  actual  results  on  your  deferred 
dividend  policies?  A.  ISTo.  I  think  the  last  tables  of  actual  re- 
sults we  published  were  on  the  old  tontine  policies  —  full  tontine, 
where  everything  —  dividends,  surrender  values,  and  all  advantages 
except  the  face  amount  of  the  policy 

Q.  What  proportion  of  your  business  is  annual  dividend  busi- 
ness ?     A.  A  very  small  proportion.- 

Q.  Most  of  your  business  is  deferred  dividends  ?    A.  Yes. 

Q.  Do  you  do  a  deferred  dividend  business  in  Germany?  A. 
I  refer  to  our  actuary  for  that.  There  is  some  action  just  being 
taken  by  the  German  Government;  I  don't  know  exactly  what  it 
is ;  in  regard  to  that  I  would  rather  have  you  call  him  a  little  later. 

Q.  I  notice  that  your  expenses  in  1904  were  114.31  per  cent. 
of  your  loadings.  What  is  the  explanation  of  that?  A.  That  it 
costs  much  more  to  get  business  to-day  than  it  is  worth  almost, 

Q.  How  long  have  you  been  running  ahead  of  your  loadings  in 
your  expenses  in  getting  business  ?     A.  I  could  not  tell  you. 

Q.  Was  last  year  an  exceptional  year  ?  A.  I  think  it  was  —  the 
excess  over  100  per  cent,  was  greater  last  year  than  ever  before. 

Q.  What  was  the  reason  for  that?    A.  No  special  reason. 

Q.  Did  you  pay  more  money  last  year  than  you  had  previously  ? 
A.  Yes,  and  did  more  business. 

Q.  Your  new  business  in  1903  amounted  to  $13,961,000,  and 
in  1904  to  $14,485,000.  Did  that  accoimt  for  an  increase  in  your 
expenses?  A.  The  two  were  certainly  connected  —  the  fact  of 
doing  more  business. 

Q.  Did  you  exceed  your  loadings  in  1903  ?     A.  I  think  quite 

surely. 

Q.  Did  you  in  1902  ?    A.  I  am  again  quite  sure  we  did. 
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Q.  In  1901  ?  A.  I  would  not  want  to  say  as  to  that ;  I  cannot 
remember. 

Q.  What  have  you  done  to  correct  that  state  of  affairs  ?  A.  Oh, 
we  have  taken  hold  of  the  items  which  seem  to  be  excessive  and  have 
pared  them  down. 

Q.  To  what  extent  have  you  made  economies  in  th?  last  three 
years  ?    A.  I  was  thinking  particularly  of  this  year. 

■Q.  Well,  this  year,  have  you  made  any  economies  in  1905  ?  A. 
We  have. 

Q.  Not  previously  ?    A.  No.     The  result  shows  that. 

Q.  How  recently  have  you  introduced  the  measures  to  reduce 
expenses  ?    A.  Oh,  during  the  current  year. 

Q.  What  have  they  been  ?  A.  Mostly  the  cutting  off  of  allow- 
ances for  traveling  expenses. 

Q.  To  whom  were  those  allowance  made?  A.  To  the  man- 
agers who  have  a  territory. 

Q.  To  what  extent  have  you  saved  in  that  way?  A.  That  I 
could  not  tell  now. 

Q.  What  is  the  total  result  of  your  efforts  of  economy  during 
this  year  ?    A.  That  we  can  hardly  tell  until  the  year  is  closed. 

Q.  Have  you  any  idea  about  it?    A.  No,  I  have  not. 

Q.  What  are  the  salaries  paid  by  your  company?  A.  To 
whom? 

Q.  To  the  officers?  A.  The  President,  $18,000;  the  Vice- 
President,  $12,500;  Second  Vice-President,  $10,000;  the  Actu- 
ary, $6,000;  the  Secretary,  $5,000. 

Q.  Has  there  been  any  change  in  the  salaries  paid  in  recent 
years?  A.  Yes.  The  President's  salary  was  increased  from 
$15,000  to  $18,000  on  the  first  of  January  last. 

Q.  On  January,  1905  ?    A.  Yes. 

Q.  How  long  had  it  been  $15,000  previously?  A.  Oh,  some 
years. 

Q.  About  how  long  ?    A.  Three  or  four  years. 

Q.  And  what  was  it  before  that?     A.  $12,500. 

Q.  And  how  long  had  it  been  $12,500  ?  A.  Oh,  I  think  during 
my  time  and  the  previous  President  —  possibly  altogether  ten 
years. 

Q.  Had  there  been  any  increase  in  other  salaries  prior  to  Janu- 
ary 1,  1905,  say  within  five  years?  A.  A  little,  possibly,  the 
Vice-President  from  ten  thousand  dollars  to  twelve  thousand  five 
hundred.    I  think  that  was  a  change  made  within  five  years. 
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Q.  Was  there  any  increase  of  salaries,  other  than  in  the  Presi- 
dent's salary  in  January  last?    A.  JSTo. 

Q.  Then  the  salaries  for  this  year  in  other  respects  remained 
what  they  have  been  ?  A.  Yes,  excepting  —  you  mean  ofScers 
only? 

Q.  Yes.     A.  Of  course  the  clerks  have  been  increased. 

Q.  Well,  apart  from  allowances  for  expenses  to  agents,  what 
economies  have  there  been  —  isn't  the  fact  that  you  cannot  get 
your  expenses  down  Avithin  your  loadings  without  changing  the 
commissions  paid  to  agents?  A.  I  fear  that  is  the  case,  Mr. 
Hughes. 

Q.  Have  you  taken  any  steps  in  the  direction  of  reducing  com- 
missions ?    A.  No,  we  have  not,  to  my  recollection. 

Q.  Do  you  think  that  you  should  take  such  steps?  A.  It 
would  result  in  our  losing  our  business. 

Q.  Then  the  reason  that  you  do  not  take  them  is  because  you 
fear  competition  ?  A.  Our  scale  ■ —  any  good  man  can  get  more 
than  our  scale  almost  anywhere  else. 

Q.  That  applies  to  a  number  of  small  companies,  doesn't  it  — 
I  mean  relatively  small  ?    A.  Yes  —  yes. 

Q.  In  other  words,  does  the  extent  to  which  the  larger  com- 
panies compete  v.'ith  you,  and  companies  of  similar  size,  require 
you  to  keep  commissions  at  a  point  where  you  are  bound  to  exceed 
your  loadings?     A.  It  is  about  that  at  the  present  time,  yes. 

Q.  And  if  you  keep  your  loadings  where  they  are  you  have  got 
to  make  inroads  upon  your  surplus  unless  you  get  it  through  an 
increase  in  your  premium  income  ?  A.  I  would  ask  that  question 
again. 

Q.  I  will  change  the  form  of  it  if  that  is  vague.  As  you  are 
now,  you  cannot  increase  your  premiums  without  losing  business  ? 
A.  Surely  not  —  premiums  —  no. 

Q.  And  if  you  do  not  increase  your  premiums  you  cannot  keep 
your  business  without  keeping  the  loadings  as  they  are?  A. 
Exactly. 

Q.  And  you  cannot  keep  the  loadings  where  they  are  and  keep 
your  expenses  within  them  under  the  present  press  of  compe- 
tition? A.  ]^o,  we  have  not  been  able  to  do  so;  but  as  I  say,  we 
are  making  efforts  in  that  direction,  Mr.  Htighes. 

Q.  So  that  you  have  got  to  make  gains  to  offset  the  loss  on 
your  loadings,  through  your  gains  in  mortality  or  otherwise,  to 
keep  your  surplus  intact?     A.  Yes,  and  on  interest. 
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Q.  If,  however,  your  actual  mortality  should  come  up  to  the 
rate  which  you  have  expected  it  in  making  jour  calculations,  and 
your  interest  gains  should  be  in  accordance  with  your  estimates, 
your  expenses  are  so  high  that  your  surplus  would  be  gradually 
depleted?  A.  That  would  be  the  case  with  any  company,  Mr. 
Hughes. 

Q.  Any  company  that  exceeded  its  loadings?  A.  Exactly,  and 
almost  every  company  does  —  almost  every  company,  and  those 
two  events  are  almost  impossible  of  occurrence.  In  the  first  place, 
the  expectation  table  is  based,  not  upon  selected  lives,  but  upon 
lives  at  large.  Our  experience  is  based  upon  the  lives  selected 
by  examinations. 

Q.  Last  year  you  made  on  the  expected  mortality  cost  a  gain, 
as  your  percentage  of  actual  to  expected  mortality  was  73.73  per 
cent.  ?    A.  Yes,  about  73  per  cent. 

Q.  Your  gains  for  the  year  were  $251,602  from  mortality, 
$185,466  from  surrendered  and  lapsed  policies,  $231,392  from 
surplus  interest,  and  you  lost  $146,978  on  your  loadings,  which 
gave,  you  a  total  realized  gain  of  $521,057.  A.  I  have  no  doubt 
those  figures  are  correct. 

Q.  Those  are  taken  from  the  blue  book?  A.  Yes,  I  have  no 
doubt;    yes,  sir. 

Q.  Now,  is  it  true  that  there  is  no  accumulation  of  surplus  to 
the  credit  of  deferred  dividend  policies  until  they  are  four  years 
old?  A.  I  would  refer  that  question,  if  you  please,  to  the  actu- 
ary too. 

MR.  HUG-HES:  Will  you  please  withdraw  for  a  moment? 

JOHlsr  FUHRER,  called  as  a  witness,  being  duly  sworn,  tes- 
tified as  follows : 

BY  MR.  HUGHES: 

Q.  You  are  the  Actuary  of  the  Germania  life  Insurance 
Company?     A.  Yes,  sir. 

Q.  How  long  have  you  been  Actuary  of  that  company?  A. 
About  seven  years. 

Q.  Will  you  state  the  difference  between  the  reports  which 
you  are  required  to  make  to  the  German  Government  and  those 
you  are  required  to  make  to  the  State  of  New  York?  A.  The 
German  Government  asks  for  more  details. 

Q.   To   what   extent   does   the   German   Government   ask   for 
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more  details?  A.  Especially  the  dividends,  the  tontine  dividend 
and  deferred  dividend. 

Q.  What  information  does  the  German  Government  require 
with  reference  to  dividends?  A.  They  want  a  complete  state- 
ment of  the  dividends  accrued  in  different  classes. 

Q,  And  you  refer  by  classes  to  what?  A.  As  they  have  been 
formed,  assuming  the  year  of  issue  and  years  of  tontine  periods. 

Q.  Do  you  separate  your  policies  into  classes  according  to  the 
year  of  issue  and  the  distribution  periods?     A.  Yes,  sir. 

Q.  Do  you  do  that  because  the  German  Government  requires 
you  to  report  accordingly?  A.  We  have  done  that  before  v/e 
had  to  make  these  reports. 

Q.  Do  you  calculate  the  dividends  on  those  classes  or  the 
policies  of  those  classes  separately?     A.  Every  year 

Q.  And  you  make  those  reports  to  the  German  Government 
accordingly?     A.  Yes. 

Q.  Do  you  make  similar  reports  to  the  State  Insurance  De- 
partment?    A.  Something  like  it,  yes. 

Q.  In  ISTew  York?  A.  In  New  York  yes,  but  not  in  such  de- 
tail as  to  Germany. 

Q.  Are  you  required  by  the  German  Government  to  take  eacli 
class  of  policy  showing  the  number  issued  in  a  given  year,  the 
distribution  period  and  the  way  in  which  you  annually  determine 
the  amount  to  be  apportioned  from  your  surplus  to  that  class  ? 
A.  Yes,  sir. 

Q.  You  give  them  the  figures?     A.  Yes,  sir. 

Q.  In  detail?     A.  In  detail. 

Q.  How  do  you  calculate  the  dividends  for  that  purpose?  A. 
We  set  apart  the  dividends  for  the  different  years  as  they  are  de- 
clared by  the  Board  of  Directors. 

Q.  What  do  you  do  in  calculating  the  dividends  for  the  dif- 
ferent years?  A.  In  October  we  ascertain  what  M'ill  be  used 
the  next  year  or  what  we  expect  to  have  ready  for  distribution 
next  year. 

Q.  That  is  in  October,  1904,  you  determine  what  will  be  dis- 
tributed in  1905?     A.  Yes,  sir. 

Q.  And  you  do  that  upon  the  basis  of  the  estimated  results 
for  1904?     A.  Yes,  sir. 

Q.  How  is  it  possible  for  you  to  know  in  October,  1904,  what 
tlie  gains  for  1904  will  be?  A.  We  make  a  complete  statement 
of  the  year  and  we  can  judge  from  that  what  will  be  the  gain, 
the  earnings  in  the  next  year. 
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Q.  How  can  you  make  a  complete  statement  for  the  year  1904 
in  October  of  that  y?c:Y''.  A.  \Ve  make  an  exact  statement — 
"we  ascertain  the  assets  and  liabilities  of  the  company  and  see 
what  the  surplus  is,  see  what  the  gain  is,  what  the  earnings  are 
in  that  year  or  for  the  nine  months. 

Q.  Then  you  take  what  it  would  be  for  twelve  months  at  the 
same  rate?     A.  Yes,  sir. 

Q.  How  do  you  ascertain  what  the  dividends  shall  be  on  the 
deferred  dividend  policy,  or  what  shall  be  apportioned  to  it?  A. 
We  make  a  deduction  from  what  we  expect  the  surplus  earns 
the  next  year,  a  certain  per  cent.,  and  the  balance  is  recom- 
mended to  the  Board  for  a  declaration  of  dividends  for  the  next 
year. 

Q.  What  percentage  do  you  deduct?  A.  That  depends  on 
what  we  think  necessary. 

Q.  Tou  mean  you  take  out  of  the  gains  for  the  current  year 
what  you  think  should  be  reserved  for  contingencies  ?  A.  Yes, 
sir,  for  further  contingencies,  yes. 

Q.  Then  you  find  a  surplus  then  for  distribution  ?    A.  Yes,  sir. 

Q.  'Now,  how  do  you  deal  with  the  amount  which  you  de- 
termine as  available  for  distribution  with  reference  to  deferred 
dividend  policies,  whose  periods  have  not  yet  expired  and  are  not 
to  expire  the  next  year?  A.  It  makes  no  difference  whether  they 
are  deferred  or  annual. 

Q.  You  make  the  same  determination  of  dividends  ?  A.  Ex- 
actly. 

Q.  What  factors  do  you  use  in  reaching  that  determination  ? 
A.  We  have  for  a  number  of  years  a  certain  proportion  of  figures, 
meaning  that  for  instance  if  we  assume  that  we  have  to  declaro 
about  $500,000  worth  of  dividends,  we  know  exactly,  or  think' 
we  know  exactly,  how  much  each  policy  has  contributed  to  that 
fund,  and  in  that  proportion  we  issue  a  smaller  or  larger  amount. 

Q.  Suppose  a  policy  is  not  to  mature  until  1910  and  in  Oc- 
tober, 1904,  you  are  determining  what  will  be  distributed  in 
1905.  How  do  you  deal  with  the  amount  to  be  apportioned  to 
that  policy?  A.  We  make  the  distribution  for  1905  the  follow- 
ing year;  we  credit  each  policy  at  the  end  of  each  year  with  the 
dividend  from  that  year. 

Q.  Then  you  keep  a  separate  account  with  each  policy?  A. 
Yes,  sir,  to  some  extent. 

Q.  But  in  Xew  York  you  do  not  treat  them  as  a  legal  obliga- 
tion ?    A.  As  a  legal  liability  we  do. 
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Q.  You  do  not  include  it  among  your  liabilities?     A.  We  do. 

Q.  You  do  ?    A.  Yes,  sir. 

Q.  Is  your  surplus  over  and  above  the  amounts  held  awaiting 
distribution  to  deferred  dividend  policyholders?  A.  We  make 
our  report  to  the  ISTew  York  Department,  treating  the  tontine 
surplus  as  a  liability. 

Q.  As  a  liability  ?    A.  Yes,  sir. 

Q.  So  that  in  your  statement  of  liabilities  in  1904,  aggregating 
$29,360,065,  there  is  included  dividends  ?  A.  No,  sir,  not  in  these 
figures. 

Q.  Not  in  those  figures?  A.  No;  that  is  not  a  copy  of  our 
report. 

Q.  Will  you  point  out  in  your  reports  the  item  which  you  say 
represents  the  deferred  dividends  on  the  deferred  dividend  poli- 
cies not  yet  matured  and  held  for  subsequent  distribution?  A. 
Unassigned  funds — that  would  be  the  general  surplus. 

Q.  That  is  the  general  surplus  ?     A.  Yes. 

Q.  Then  you  included  it  as  a  liability  in  the  sense  that  every 
one  puts  in  the  unassigned  funds  or  surplus  under  the  head  of 
liabilities  in  order  to  make  the  account  balance?  A.  That  is  the 
general  surplus. 

Q.  But  you  treat  it  in  the  reports  as  a  liability  in  any  other 
respect  ?  A.  We  do  it  in  our  report,  in  our  published  statements, 
in  our  report. 

Q.  You  do  not  in  your  report  show  to  the  New  York  Insur- 
ance Department  that  you  have  set  aside  anything  on  deferred 
dividend  policies?  A.  That  is  here  (indicating).  "Dividends 
apportioned  payable  to  policyholders  subsequent  to  1905." 

Q.  Is  that  the  amount  ?    A.  That  is  the  amount,  yes. 

Q.  Then  it  is  not  ia  unassigned  funds?  A.  No;  this  is  the 
general  surplus. 

Q.  Now,  the  amount  which  you  have  apportioned  payable  to 
policy  holders  subsequent  to  1905  is  in  the  $1,662,822?  A.  That 
is  right. 

Q.  Now,  the  result  is  that  in  1904  you  made  a  gain  including 
your  gains  from  all  sources  of  about  $521,000?  A.  Something 
like  that,  yes. 

Q.  And  in  that  year  you  set  aside  as  dividends  apportioned 
to  policies  which  would  have  their  dividend  period  mature  subse- 
quent to  19'05  the  sum  of  $1,662,000?  A.  No,  sir;  only  the 
increase  between  this  fund  and  the  fund  the  year  before. 
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Q.  That   was   the   amount   then   standing?     A.  Yes,   sir. 

Q.  Now,  how  much  of  that  was  apportioned  in  1904?  A.  I 
should  say  about  $200,000. 

Q.  So  that  you  gave  for  dividends  on  deferred  dividend  pol- 
icies something  less  than  half  of  the  gains  of  the  year?  A. 
Tes,  sir. 

Q.  Is  that  a  typical  case?  A.  Well,  that  is  only  as  much  as 
belonged  to  the  deferred  dividend  policies. 

Q.  I  mean  is  it  typical  that  you  take  about  half  your  gains 
for  the  year?  A.  That  does  not  take  account  of  the  annual  divi- 
dends which  we  have  distributed. 

Q.  The  annual  dividends  are  in  addition  and  where  dO'  they 
appear — just  in  the  item  before,  in  your  report — "  Dividends 
apportioned  payable  policies  during  1905,"  or  is  that  for  the  ton- 
tine policies  maturing  in  1905?  A.  Part,  and  part  for  annual 
dividends.  I  should  say  we  paid  about  $200,000  in  annual  divi- 
dends. 

Q.  About  $200,000  in  annual  dividends  in  addition?  A.  Tes, 
or  perhaps  for  the  tontine  $250,000  and  for  the  annuals  $200,- 
000 — that  would  be  about  right. 

Q.  Then  did  you  distribute  all  your  gains  for  the  year  with 
the  exception  of  fifty  or  sixty  thousand  dollars?     A.  Yes,  sir. 

Q.  Either  in  the  form  of  payments  or' credits?  A.  That  is 
what  we  did. 

Q.  Is  that  the  usual  case?     A.  Yes,  has  been  for  some  years. 

Q.  So  that  as  a  practical  matter  you  only  reserve  of  your 
gains  for  the  year  about  10  per  cent?     A.  Yes. 

Q.  As  a  contingency  fund?  A.  Yes,  sir;  have  done  for  some 
years. 

Q.  How  long  has  that  been  the  case?  A.  I  should  say  for 
something,  like  ten  years. 

Q.  ISTow,  as  I  understand  your  testimony,  you  gained  last 
year  net  about  $520,000?     A.  Yes. 

Q.  Now,  you  declared  annual  dividends  and  dividends  upon 
deferred  dividend  policies  maturing  in  1905  and  apportioned 
dividends  on  policies  with  deferred  dividend  periods  subsequently 
to   mature   to   an   aggregate   of   about   $450,000?     A.  Yes,   sir. 

Q.  So  that  your  surplus  only  increased  over  and  above  the 
reported  liabilities  about  $50,000  for  that  year?  A.  Something 
like  it,  yes. 

Q.  Well,  now,  according  to  the  blue  book  it  appears  that  your 
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surplus  at  the  end  of  1903  was  $4,506,000  and  at  the  end  of  1904 
^4,744,000.     Those  figures  are  not  made  up  by  you  ?     A.  No,  sir. 

Q.  Your  surplus  according  to  your  report  to  the  State  De- 
partment under  December  31st.,  1904,  that  is  your  unassigned 
funds  exclusive  of  these  dividends  you  have  mentioned  was 
$2,538,832.  Do  you  remember  what  it  was  at  the  end  of  1903 
according  to  your  report?     A.  ISTo. 

Q.  But  it  would  be  about  $50,000  less?  A.  I  should  say  it 
was. 

Q.  Is  it  a  fact  that  there  is  no  accumulation  of  surplus  to  the 
credit  of  deferred  dividend  policies  until  they  are  about  four  years 
old?  A.  On  our  policies  we  do  not  make  any  difference  between 
deferred  dividend  and  annual  dividend. 

Q    Toil  declare  the  same  dividend?     A.  Yes,  sir. 

Q-.  I  mean  taking  the  actual  results  of  your  business  is  it  a 
fact  that  you  do  not  actually  have  an  accumulation  upon  deferred 
dividend  policies  until  it  is  about  four  years  old?     A.  Yes,  sir. 

Q.  That  is  because  of  the  expenses  of  the  business?     A.  Yes. 

Q.  But  despite  the  fact  that  you  have  no  accumulation  the- 
oretically applicable  to  a  deferred  dividend  policy  until  it  is  about 
four  years  old,  you  do  in  fact  each  year  apportion  the  same  amount 
to  a  deferred  dividend  policyholder  as  you  do  to  an  annual  divi- 
dend policyholder?     A.  Yes. 

Q.  And  you  put  it  to  the  credit  of  the  policy?     A.  Yes. 

Q.  And  the  difference  is  it  remains  un withdrawn?     A.  Yes. 

Q.  And  it  is  suffered  to  accumulate  for  the  period?     A.  Yes. 

Q.  And  then  at  the  end  of  the  deferred  dividend  period  you 
take  the  aggregate  of  the  amounts  declared  as  annual  dividends? 
A.  Yes,  sir. 

Q.  So  accumulated?     A.  "With  interest. 

Q.  With  interest,  and  you  distribute  that  money  to  the  policy- 
holders of  the  class  then  surviving?     A.  Yes. 

Q.  ISTow,  if  you  will  look  at  your  report  to  the  German,  gov- 
ernment under  date  of  1904,  does  that  state  the  amount  paid  out 
in  dividends  that  year  on  the  deferred  dividend  policies  then 
maturing — is  that  it  (pointing  to  entry.) — take  for  example  the 
ten  year  class?     A.  j^o,  sir;  it  is  only  the  accumulation. 

Q.  It  is  only  the  accumulation?  A.  Yes,  sir.  That  shows 
liow  much  has  been  assigned  to  that  class  in  that  year. 

Q.  Does  this  mean  an  amount  maturing  in  1904,  or  what  are 
tlie  policies  mentioned  in  the  table  I  now  show  you?  A.  That 
h  the  addition  to  the  fund  in  1904. 
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Q.  Am  I  not  right  in  supposing  that  table  in  your  report  of  the 
year  1904  as  to  ten  year  policies  means  the  policies  that  run  from 
1904  to  1914?     A.  Yes,  sir. 

Q.  And  does  it  show  the  amount  paid  out  on  deferred  divi- 
dend policies  maturing  in  1904?     A.  Yes,  sir. 

Q.  And  what  amount  was  that?  A.  It  was  in  that  year  Y8,000 
marks. 

Q.  78,000  marks  in  the  particular  class  stated?     A.  Yes. 

Q.  Now,  do  you  put  at  the  time  when  the  dividend  period  is 
about  expiring,  either  at  that  time  or  in  the  year  preceding,  an 
accumulation  to  the  credit  of  those  policies  which  had  not  been  be- 
fore placed  to  their  credit?  A.  Only  that  for  the  year — ^for  the 
year  1904. 

Q.  Then  you  do  not  make  a  practice  of  waiting  until  the 
year  before  the  dividend  period  expires  and  then  put  in  a  gross 
accumulation  to  meet  the  necessities  of  distribution  at  the  end 
of  the  deferred  dividend  period?    A.  "No,  sir. 

Q.  Ihat  amount  that  you  put  in  the  year  of  distribution 
and  the  year  before  are  simply  the  gains  for  those  years?  A. 
That  have  been  accumulated. 

Q.  And  you  then  make  your  aggregate  of  the  amount  that  has 
been  credited  year  by  year  during  the  deferred  dividend  period? 
A.  Yes,  sir. 

Q.  Now,  I  wish  you  would  take  as  an  illustration  a  policy  ma- 
turing in  1904,  with  a  deferred  dividend  period  of  ten  years,  ac- 
cording to  your  reports  to  the  German  Government,  and  show — I 
am  speaking,  of  course,  of  a  class  of  policies — I  am  speaking  of  a 
class  of  policies,  and  I  want  you  to  take  a  class  maturing  in  1904 
with  a  deferred  dividend  of  ten  years,  and  tell  me  Avhat  amounts 
had  been  credited  annually  to  that  class  according  to  your  reports 
to  the  German  Government?  A.  These  are  only  the  figures 
which  belong  to  that  year  for  the  whole  class. 

Q.  Have  you  got  in  those  reports  before  you  the  data  so  that 
you  can  give  me  that  ?  A.  We  can  give  you  the  amount  that  had 
accumulated  for  policies  maturing  in  1905  on  a  ten-year  class. 

Q.  Can  you  give  me  by  year  ?    A.  Not  from  these  statements. 

Q.  Have  you  got  other  statements  that  you  can  use  ?  A.  They 
are  all  alike. 

Q.  In  other  words,  it  is  not  so  important,  so  far  as  your  com- 
pany is  concerned,  perhaps,  but  to  get  an  illustration  of  the  way 
that  is  done  when  dividends  are  apportioned  annually  in  order  that 
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■we  may  have  data  for  comparison.  I  would  like  to  know  just  how 
you  have  done  it  in  a  particular  class  of  policies.  Do  yoii  under- 
stand what  is  desired,  Mr.  Fuhrer?  A.  Yes,  sir.  You  want  to 
know  what  was  added  to  the  fund  each  year. 

Q.  Yes,  taking  the  ten-year  class  maturing  in  1904,  and  tell  me, 
during  the  period  of  ten  years,  what  was  annually  apportioned  to 
that  class  ?  A.  I  cannot  give  it  from  these  reports,  because  there 
is  not  enough  of  them. 

Q.  How  far  back  can  you  go  with  those  reports  ?  A.  The  year 
1903  I  do  not  find. 

ME.  HUGHES:  Suppose  you  withdraw  for  a  moment. 

EDMUND  L.  BAYLIES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.,  Were  you  or  are  you  the  Treasurer  of  an  association  known 
as  the  Allied  Real  Estate  Interests  ?  A.  I  was  the  Treasurer  of 
that  association  when  it  was  first  formed,  I  think  in  March,  or 
early  in  April,  1905,  in  the  form  that  it  then  exigted,  simply  an 
association;  and  I  acted  as  Treasurer  so  long  as  I  was  in  this 
country.  I  went  away  in  May,  or  about  the  middle  of  May,  1905, 
for  my  vacation,  and  after  that  time  the  payments  were  attended 
to  by  Mr.  Alfred  E.  Marling,  under  Power  of  Attorney  from  me. 
And  to  complete  my  answer,  I  am  the  present  Treasurer  of  a 
corporation  which  has  been  formed,  known  as  the  Allied  Real  Es- 
tate Interests,  organized  under  the  Membership  Law  of  this 
State,  and  I  am  its  Treasurer. 

Q.  What  was  the  purpose  of  the  association?  A.  The  purpose 
of  the  association  was  to  stimulate  public  interest  and  arouse  dis- 
cussion in  reference  to  the  bill  known  as  the  Mortgage  Tax  Bill, 
which  was  then  pending  before  the  Legislature;  with  a  view  to 
having  its  provisions  fully  discussed,  and,  if  possible,  understood, 
and  to  arouse  public  interest  in  the  dangerous  nature  of  some  of 
the  provisions  of  the  bill  as  introduced. 

Q.  What  amounts  were  collected  for  that  purpose?  A.  I  can- 
not give  you  the  exact  figures,  but  it  was  over  twenty  thousand 
dollars,  and  I  think  not  over  twenty-two  thousand  dollars,  some- 
where between  those  figures. 

Q.  Did  insurance  companies  contribute  to  the  fund?  A.  I  can- 
133 
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not  answer  that  of  my  personal  knowledge.  The  checks  were 
Iianded  to  the  Treasurer  by  various  members  of  the  Committee, 
who  constituted  themselves  a  soliciting  body;  as  we  had  to  act 
very  promptly,  the  various  menibei's  of  the  Committee  went  to 
their  various  friends,  people  interested  in  real  estate,  and  got 
checks  and  sent  them  to  me,  and  I  deposited  the  checks  and  paid 
out  the  moneys  i  o  received. 

Q.  You  had  nothing  to  do  witli  the  soliciting  yourself?  A.  Ex- 
cept in  one  instance,  I  went  to  oiie  insurance  company  and  that 
company  declined  to  contribute. 

Q.  So  you  did  not  get  anything  from  your  own  efforts?  A.  I 
personally  received  nothing  from  any  insurance  company. 

Q.  "Who  has  the  books  of  the  association?  A.  Of  the  old  asso- 
ciation, it  has  closed  up  its  books.  I  presume  they  are  in  the  hand? 
of  Mr.  Marling,  of  H.  S.  Ely  &  Company. 

Q.  What  disbursements  were  made  for  the  purposes  you  have 
mentioned?  A.  The  disbursements  are  of  several  sorts.  Perhaps 
the  heaviest  disbursement  was  in  advertising;  advertising  in  the 
papers  of  this  city,  in  Brooklyn,  and  very  generally  throughout 
this  State,  to  arouse  public  attention  and  attract  it  towards  the 
fact  that  this  bill  was  pending.  I  think  we  advertised  in  almost 
every  county  of  the  State.     Then  there  were  further 

BY  ME.  COX: 

Q.  What  kind  of  an  advertisement,  Mr.  Baylies,  did  you  in- 
sert? A.  Calling  attention  to  the  dangeroiis  provisions  of  the  bill 
as  the  association  knew  it  from  the  point  of  real  estate  owners  and 
loaners  on  bonds  and  mortgages.  We  thought  that  it  would  in- 
terfere with  the  character  of  the  mortgages,  which  had  a  very 
well  established  value  under  the  decisions  and  laws  of  this  State, 
and  that  this  was  an  attempt  to  change  thalaw  which  would  create 
great  confusion  in  the  mind«  of  loaners  and  borrowers,  and  we 
thought  it  would  disturb  the  mortgage  market  very  seriously  and 
ilf.ter  many  pecple  from  making  loans 

Q.  They  were  display  advertisements  urging  people  to  oppose 
the  bill  ?    A.   That  was  their  character. 

BY  MR.  HUGHES: 

Q.  They  were  not  in  the  nature  of  reading  notices?     A.  Oh,  no. 
Q.  They  were  straight  advertisements?     A.  Clearly,  paid  for 
as  such. 
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Q.  Then  what  disbursements  were  there  in  addition  to  those? 
A.  In  addition  there  were  disbursements  for  traveling  expenses. 
AVe  employed  men  to  go  out  to  Buifalo  and  other  leading  cities  in 
the  State.  AVe  paid  the  expenses  of  the  people  who  went  to 
Albany  to  oppose  the  bill  and  we  paid  some  attorneys'  fees,  chiefly 
to  men  in  this  city. 

Q.  And  who  represented  the  interests  as  attorneys?  A.  The 
President  at  that  time  of  the  association  was  Mr.  Edward  A^an 
Ingen,  who  did  the  major  part  of  the  work.  He  has  since  died. 
IMost  of  the  disbursements  of  that  character  were  made  through 
him. 

Q.  And  the  entire  $20,000  or  $22,000  was  disbursed  in  the 
manner  you  have  stated?     A.  Yes. 

Q.  AV^hat  proportion  would  you  say  was  disbursed  for  advertis- 
ing? A.  I  could  give  exact  figures,  but  my  impression  is  that 
very  nearly  one-half  was  paid  for  advertising 

BY  THE  CHAIRMAN": 

Q.  You  are  the  legal  custodian  of  the  books  now?  A.  I  sup- 
pose that  I  am,  in  a  certain  sense,  and  I  am  ready  to  produce  them 
for  the  Committee's  inspection  if  they  wish  them,  although  they 
are  not  in  my  actual  custody. 

Q;  You  stated  that  the  old  books  were  in  Mt.  Marling's  posses- 
sion. Are  the  present  books  in  his  possession?  A.  ~Ho;  the 
present  books  of  the  new  association  are  subject  to  my  order. 

Q.  And  you  said  these  were  display  advertisements?  AA^ere 
they  not  accompanied  many  times  by  reading  notices  also  to  be 
published  in  connection  with  them?  A.  AV^ell,  I  cannot  speak  of 
that  as  of  personal  knowledge,  but  my  impression  is  that  we  paid 
for  nothing  but  display  advertisements.  If  any  reading  notices 
Were  given,  I  think  they  were  given  without  pay.  There  was  a 
great  deal  of  editorial  comment  by  the  newspapers  who  received 
these  paid  advertisements. 

Q.  But  I  mean  matter  accompanying  the  advertisements  sent 
out  under  the  auspices  or  by  your  association  which  were  designed 
to  supply  the  papers  with  arguments  or  with  matter  for  publica- 
tion as  reading  matter  besides  the  display  advertisements?  A  I 
think  that  was  so,  sir,  but  I  cannot  speak  from  my  personal  knowl-. 
edge. 


4228  Legislative  Insurance  Investigation. 

ME.  HUGHES:  Is  there  anything  further? 

THE  CHAIKMAN:  Except  that  vie  would  like  to  know  hosv 
much  was  collected  from  insurance  companies. 

BY  ME.  HUGHES: 

Q.  Yes,  I  think  I  asked  Mr.  Baylies  that.  Can  you  tell  how 
much  was  collected  from  insurance  companies?  A.  I  have  not 
said  that  I  knew  anything  was. 

Q.  No,  I  understood  you  to  say  so.  Perhaps  we  had  better 
have  the  books?  A.  It  would  be  an  insignificant  fraction  of  the 
whole. 

BY  ME.  COX: 

Q  What  corporations  then  mainly  would  you  say  these  sub- 
scriptions came  from,  if  not  from  insurance  companies?  A.  They 
were  in  part  from  trust  companies  and  very  largely  from  indi- 
viduals who  were  interested  in  estates  that  were  loaning  on  bond 
and  mortgage,  and  that  thought  their  interests  would  be  prejudiced 
by  the  passage  of  this  bill ;  in  part  from  attorneys  who  represented 
loaners  of  money  from  other  States,  who  had  been  in  the  habit  of 
loaning  money  here,  and  who  felt  that  if  this  law  was  enacted 
tiey  would  be  unable  to  continue  in  this  State,  and  were  therefore 
opposed  to  the  bill. 

THE  CHAIEMAJST:  We  had 'better  have  the  books. 

ME.  HUGHES :  I  thihk  that  if  you  can  control  the-production 
of  the  books  showing  the  amount  received,  and  disbursements  in 
connection  with  the  Mortgage  Tax  matters  last  Spring,  we  should 
be  glad  to  have  them. 

JOHN  FUHEEE  resumed. 

Q.  Now,  this  is  a  statement  of  the  surplus,  added  annually  on 
policies  maturing  in  1904,  and  also  a  statement  of  the  total  sur- 
plus to  the  credit  of  those  policies  in  each  year  from  1896  to  1904, 
inclusive  ?    A.  Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  820.) 

Q.  And  that  is  in  accordance  with,  and  taken  from,  your  re- 
ports to  the  German  Government?     A.  Yes,  sir. 
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Q.  Dealing  with  the  policies  of  the  class  described  ?  A.  Yes, 
sir. 

(Mr.  Hughes  then  read  Exhibit  No.  820.) 

Q.  And  that  total  of  78,691.80  marks  was  the  total  amount  dis- 
tributed among  the  surviving  policyholders  of  that  class  in  1904  ? 
A.  Yes,  sir. 

Q.  Now,  is  it  the  fact  that  in  connection  with  your  other  de- 
ferred dividend  policies  of  ten-year  classes,  maturing  in  other 
years  and  of  periods  other  than  ten  years,  say,  for  example,  fifteen 
or  twenty  years,  you  have  had  the  same  method  of  apportionment  ? 
•A.  Yes,  sir. 

Q.  And  you  have  shown  in  your  reports  to  the  German  Govern- 
ment annually  the  surplus  added  according  to  the  amounts  which 
'you  set  aside  in  each  year  ?     A.  Yes,  sir. 

Q.  And  those  amounts  in  each  case  corresponded  with  the  an- 
nual dividends  declared  that  year  ?     A.  Yes,  sir ;  plus  the  interest. 

Q.  Have  you  had  any  controversies  with  the  German  Govern- 
ment?    A.  No,  sir. 

Q.  Never?     A.  Never. 

Q.  Always  got  along  easily  ?     A.  Yes,  sir. 

Q.  The  question  was  asked  of  President  Doremus  a  little  while 
ago  as  to  the  comparative  mortality  in  Germany  and  America. 
What  has  been  the  experience  of  your  company  ?  A.  Our  experi- 
ence has  been  more  favorable  in  Germany  up  to  several  years  ago. 

Q.  Up  to  about  what  time  ?    A.  A  few  years  ago. 

Q.  Four  or  five  years  ?  A.  I  should  say,  perhaps,  two  or  three 
years.- 

Q.  What  is  the  general  American  experience  as  compared  with 
general  German  experience?  A.  I  should  say,  generally  speak- 
ing, the  mortality  in  America  is  better,  more  favorable,  than  in 
Germany. 

Q.  How  do  joxi  account  for  the  exceptional  experience  of  your 
company  in  that  respect  ?  A.  It  may  be  the  acceptance  of  a  great 
many  risks  that  were  aliens  to  this  country,  that  were  not  born 
here,  perhaps,  that  were  not  acclimated  enough. 

Q.  You  had  a  large  business ?     A.  Among  the  German 

population. 

Q.  Among  those  of  German  parentage?    A.  Yes. 

Q.  And  you  think  that  possibly  that  opei'ated  against  your  com- 
pany?   A.  Yes. 
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Q.  Yoii  have  tlie  estimate  book  which  has  been  used  by  your 
agents,  have  you  not?  A.  No,  sir;  we  never  authorized  that  at 
all. 

Q.  Well,  you  can  get  one  of  them,  can  you  not,  so  we  can  ex- 
amine it?     A.  The  agents  may  hav6  some. 

Q.  You  can  get  one  from  the  agents.  And  I  would  like  to 
have  you  make  up  a  statement  of  your  actual  results,  if  you  have 
not  one  here,  on  your  annual  dividend  policies  ?    A.  Yes. 

COENELITJS  DOKEMUS,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Doremus,  has  the  Germania  Life  Insurance  Company 
1  cen  a  participant  in  any  syndicate  transactions  ?    A.  It  has  not. 

Q-  Has  any  officer  of  the  Germania  Life  Insurance  Company 
participated  in  any  syndicate  where  the  Germania  Company  has 
acquired  in  any  manner  securities  floated  by  the  syndicate  ?  A. 
Not  to  my  knowledge,  and  I  do  not  believe  so. 

EICHAED  MOEGAlSr,  called  as  a  witness,  being  duly  sworn 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Morgan,  what  is  your  business  ?    A.  Life  Insurance. 

Q.  "With  what  company  are  you  connected  ?  A.  The  Bankers' 
Life. 

Q.  In  what  capacity?  A.  Well,  as  adjusting  policies  and  a 
director. 

Q.  Are  you  a  director  of  the  company  ?    A.  I  am. 

Q.  Do  you  hold  any  office  with  the  company  ?    A.  No,  sir. 

Q.  Did  you  ever  hold  any  office  with  the  company  ?    A.  I  did. 

Q.  What  office  did  you  hold  ?    A.  President. 

Q.  Erom  what  time?    A.  Erom  about  1891  to  1902. 

Q.  When  was  the  Bankers'  Life  Insurance  Company  organ- 
ized ?  A.  Originally  organized  in  1869,  and  known  as  the  Bank 
Clerks'  Mutual  Benefit  Association. 

Q.  When  did  the  Bank  Clerks'  Mutual  Benefit  Association  or- 
ganize?   A.  I  think  it  was  March,  1869. 

Q.  HoAv  long  did  it  continue  in  business  under  that  name  ?  A. 
Until  June,  1893  —  June  or  July. 

Q.  And  what  change  in  the  business  of  the  company  took  place 
in  1893  ?    A.  It  re-incorporated,  I  think,  under  the  Laws  of  188Y, 
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and  started  in  to  do  a  general  life  insurance  business  under  the 
assessment  plan. 

Q.  As  an  assessment  company?  A.  As  an  assessment  company. 

Q.  It  had  previously  done  business  as  an  assessment  association, 
had  it  not  ?    A.  Well,  no ;  it  was  more  on  the  fraternal  order. 

Q.  More  on  the  fraternal  order,  doing  business  amorfg  those 
connected  with  banking  institutions?  A.  Solely,  just  in  New 
York  and  vicinity. 

Q.  Did  it  change  its  name  in  1893?    A.  I  believe  it  did. 

Q.  What  name  did  it  then  assume?  A.  The  Bankers'  Life 
Insurance  Company  of  the  City  of  Xew  York. 
.  Q.  What  was  done  with  reference  to  the  policies  which  had 
been  previously  written  while  it  Avas  the  Bank  Clerks'  Association? 
A.  A  provision  was  made  in  the  constitution,  which  was  voted 
upon  on  changing  to  the  assessment  plan,  whereby  one  dollar  for 
each  one  thousand  dollars  insurance  in  force  on  the  31st  day  of 
December  each  year,  should  be  set  aside  in  order  to  reduce  the 
cost  of  those  old  members  and  to  waive  the  assessments. 

Q.  Where  was  that  one  dollar  per  thousand  to  be  obtained? 
A.  From  the  contribution  of  Class  B  and  the  premiums. 

Q.  And  what  was  Class  B  ?  A.  Class  B  consisted  of  all  new 
members  who  entered  the  association,  I  think  —  well,  after  they 
re-incorporated  and  started  in  to  do  a  general  business,  I  think 
that  commenced  along  in  the  early  part  of  1893,  or  1892,  it  might 
possibly  be. 

Q.  Then  you  had  two  classes.  Class  A,  consisting  of  the  assess- 
ment policies  which  had  been  issued  when  the  order  was  more  or 
less  a  fraternal  one,  and  then  Class  B,  of  all  policies  issued  after 
your  re-incorporation,  as  a  general  assessment  company?  A. 
That  is  right. 

Q.  And  by  a  provision  in  your  constitution  on  your  re-incor- 
poration" the  members  coming  in  under  Class  B  were  to  contribute 
one  dollar  per  thousand  to  reduce  the  expense  to  the  old  members 
continuing  as  Class  A  ?    A.  That  is  right. 

Q.  And  those  two  classes  were  kept  distinct  ?    A.  Distinct. 

Q.  AnH  the  cost  of  the  business  was  separated  in  order  to 
ascertain  the  results  as  to  each  class  ?  A.  Yes.  ISTo  more  were 
admitted  to  Class  A. 

Q.  What  sort  of  business  did  the  new  concern  do  in  1893,  what 
policies  did  it  write?    A.   Only  ten-year  term. 

Q.  When  did  it  commence  to  do  business  on  a  reserve  basis? 
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A.  Well,  although  we  set  aside  a  reserve,  we  kept  it  intact  our- 
selves. "We  were  not  required  by  the  Department  to  maintain  a 
reserve  other  than  the  amount  of  one  assessment  on  all  policy- 
holders, that  constituted  our  reserve. 

Q.  That  was  the  reserve  under  the  law?    A.  Tcs. . 

Q.,  In  other  words,  while  under  the  law  you  only  had  to  have 
a  reserve  as  an  assessment  company,  equal  to  the  amount  of  one 
mortuary  call  ?    A.  That  is  right. 

Q.  You,  in  effect,  established  a  reserve  for  your  own  purposes? 
A.  Yes,  and  in  some  instances  it  was  larger  than  what  would  bo 
required  by  a  regular  company. 

Q.  Well,  it  was  larger  than  what  would  be  required  by  an  old 
line  company  ?  A.  Yes,  it  was  in  many  instances,  where  a  policy 
was  written  annually. 

Q.  You  established  that  reserve  for  what  purpose?  ,A.  Well, 
the  company  did  it  for  its  own  protection  as  a  matter  of  safety. 

Q.  What  was  your  scale  of  premiums  at  the  time  that  you  estab- 
lished that  reserve?  A.  Well,  the  scale  of  premiums  was  made 
up  very  oddly.  It  was  not  according  to  actuarial  science  what- 
soever. It  was  taken  from  the  mortality  table.  Whereas  the 
number  dying  in  each  year  on  a  ten-year  term  basis,  far  instance, 
the  number  of  deaths  at  each  age  on  each  one  thousand  lives  in- 
sured. And  it  was  Mr.  Townsley  who  was  connected  with  us  at 
that  time  —  instead  of  taking  the  actuary's  tables  on  a  ten-year 
term  basis  he  simply  took  that  percentage  and  just  scratched  off 
the  last  two  figures  and  put  down  $8.91,  whereas  it  was  $891. 

Q.  What  Mr.  Townsley  is  this  ?    A.  The  president  of  the  Life  - 
AssociaiSion  of  America. 

Q.  What  had  he  to  do  with  the  Bankers'  Company  at  that  time? 
A.  He  was  general  manager.  He  came  to  us  when  we  started  to 
do  a  general  business. 

Q.  That  is  1893  ?    A.  1893, 1  think  it  was,  or  perhaps  1894. 

Q.  Was  he  actuary  of  the  company?  A.  He  was  everything 
pretty  much, 

Q.  Did  he  fix  the  rates  in  the  manner  you  have  stated?  A. 
Why,  he  assured  the  board,  wy  were  then  all  bank  men,  and  we 
practically  took  them  on  his  assurance  that  they  were  adequate  and 
right. 

Q.  This  was  at  what  time,  1896  ?    A.  Oh,  no. 

Q.  Earlier  than  1896  ?    A.  It  was  along  in  1892  or  1893. 

Q.  Did  you  make  any  change  subsequently  ?  A.  Yes,  we  found 
that  those  rates  were  inadequate. 
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Q.  When  did  you  find  it  out?    A.  We  found  it  out  in  1895. 

Q.  How  was  it  brought  to  your  attention  ?  A.  Why,  we  com- 
menced to  get  insurance  books  that  we  never  had  access  to  before, 
and  we  saw  that  the  rates  were  inadequate  right  straight  according 
to  the  net  premiums.  For  instance,  you  take  an  age  60  on  a  ten- 
year  term,  we  were  charging  $10.90  per  thousand,  whereas  the 
ordinary  primium,  I  think,  is  somewhere  in  the  neighborhood  of 
fifty  or  fifty-one  dollars. 

Q.  What  justification  did  Mr.  Townsley  have  for  this  method, 
or  suggest  ?  A.  Well,  he  claims,  that,  I  think  it  was  the  Provi- 
dent Savings,  had  worked  along  on  those  figures  there,  and  they 
had  laeen  successful,  and  I  don't  know  perhaps  but  what  he 
brought  one  of  the  Connecticut  companies  —  the  Aetna,  or  one  of 
those  companies  which  did  a  term  business,  and  they  were  able  to 
carry  the  policies  at  about  the  figure  he  indicated  for  a  period  of 
twenty-five  or  thirty  years  without  raising  the  rate. 

Q.  Why  did  not  that  satisfy  you  ?  A.  Well,  we  consulted  ac- 
tuarial advice  and  we  were  informed  after  taking  regularly  estab- 
lished tables,  the  American  Experience  table  there,  we  were  well 
satisfied  that  those  people  knew  more  than  Mr.  Townsley. 

Q.  WhOjWas  the  actuary  that  you  consulted?  A.  I  think  —  I 
don't  know  as  we  consulted  any  one  particularly.  Mr.  W.  D. 
Whiting. 

Q.  Did  you  consult  Mr.  Whiting  or  did  he  become  consult- 
ing actuary?  A.  Tes,  Mr.  Whiting  was  actuary  along  in  1897, 
after  Mr.  Townsley  had  been  dismissed  from  our  employ. 

Q.  When  did  Mr.  Townsley  leave  ?    A.  March  26th,  1897. 

Q.  Under  what  circumstances?     A.  Dismissed  by  the  Board. 

Q.  For  what  ?    A.  Well,  for  deception  of  policyholders. 

Q.  In  what  way?  A.  In  trying  to  get  control  of  the  com- 
pany by  asking  for  proxies  and  sending  out  a  circular  that  pur- 
ported to  come  from  the  Board,  whereas  as  a  matter  of  fact  the 
Board  had  no  knowledge  of  it,  neither  did  the  officers  give  any 
consent  to  it. 

Q."  What  was  done  in  or  about  1896  when  you  elevated  your 
scale  of  premiums  ?  Did  you  approach  the  premiums  charged  by 
the  old  line  companies  ?    A.  Tes,  sir. 

Q.  Pretty  closely,  practically  the  same  premiums?  A.  The 
net  premiums  were  exactly  the  same. 

Q.  In  other  words,  although  not  a  level  premium  company, 
and  although  operating  under  the  assessment  law,  you  tried  to 
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put  your  premiums  on  a  level  premiuia  basis  and  to  maintain 
outside  of  any  legal  requirement,  the  necessary  legal  reserve  ? 
A.  Yes,  sir;  and  I  guess  we  are  the  only  companies  that  are 
doing  it. 

Q.  Did  you  in  your  policies  provide  for  cash  values  and  cash 
loans  and  paid-up  insurance  and  so  forth  ?  A.  Well,  we  did,  1 
think;  the  policies  issued  by  Mr.  Whiting  under  his  supervision, 
we  did  provide  for  it,  but  they  ^vere  estimates. 

Q.  They  were  estimates  ?    A.  Yes,  sir. 

Q.  What  authority  had  you  for  issuing  policies  of  that  de- 
scription as  an  assessment  company  ?  A.  Well,  there  was  a  pro- 
vision of  law  there  that  gave  the  right;  we  considered  we  had 
the  right,  provided  it  was  only  an  estimate,  to  do  it. 

Q.  That  is  you  estimated  what  you  thought  you  would  be 
able  to  pay,  but  you  did  not  make  an  absolute  guarantee  ?  A. 
E"o. 

■Q.  Did  you  submit  your  policy  forms  to  the  Insurance"  De- 
partment?   A.  Yes. 

Q.  To  whom  did  you  submit  them?  A.  I  cannot  say  for  all 
of  them. 

Q.  What  individuals  ?  A.  But  when  they  went  up  there  they 
went  to  Mr.  Appleton. 

Q.  You  were  President  of  the  company  during  this  period 
from  1891  on  ?    A.  Yes. 

Q.  And  before  you  issued  the  payments  substantially  equiv- 
alent to  the  preiniums  charged  by  legal  reseiye  companies  and 
made  these  estimates  of  returns  in  ,cash  surrender  values  and 
paid-up  insurance  you  asked  Mr.  Appleton's  approval?  A.  I 
won't  say  certainly  for  that,  Mr.  Hughes,  on  those  policies,  but 
I  know  subsequently  we  did  not  dare  issue  anything  without 
going  up  to  Albany. 

Q.  When  you  say  subsequently  you  mean  at  that  time?  A. 
I  should  judge  it  was  in  the  latter  part  of  1898. 

Q.  Well,  were  you  called  down  by  the  Insurance  Department 
for  issuing  these  policies  ?    A.  Decidedly  so. 

Q.  About  what  time  ?  A.  I  should  judge  about  the  latter  part 
of  1888. 

Q.  And  how  long  had  you  been  issuing  them  at  that  time? 
A,  I  should  judge  for  about  a  year  and  a  half  or  a  year. 

Q.  Had  you  during  the  year  and  a  half  had  any  approval 
from  the  department  of  your  course?     A.  That  I  cannot  say. 
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Q.  Had  the  department  been  aware  of  the  policies  you  had 
been  issuing  for  a  year  and  a  half  prior  to  the  time  of  their 
objection?    A.  Yes,  sir. 

Q.  How  do  you  know  that?  A.  Because  we  were  written 
to  on  several  occasions  there,  that  agents  of  ours  had  been 
representing  that  the  Bankers'  Life  was  an  old  line  company 
and  the  numerous  other  agents  of  other  companies  had  also 

Q.  "Well,  did  you  send  up  copies  of  these  policies  to  the  de- 
partment when  you  first  adopted  them?  A.  That  I  cannot  say, 
Mr.  Hughes.  We  adopted  those  policies  under  the  guidance  of 
Mr.  Whiting. 

Q.  The  first  you  heard  of  the  refusal  of  the  department  to 
permit  these  policies  to  be  issued  was  about  the  latter  part  of 
1898?  A.  I  think  is  was  the  latter  part  of  1898  or  the  first  part 
of  1899. 

Q.  And  what  was  the  attitude  of  the  department  taken  at 
that  ti&e?    A.  Very  antagonistic. 

Q.  Well,  definitely,  Avhat  did  they  do?  A.  They  told  us  we 
must  stop  the  issuance  of  those  policies,  and  we  were  compelfed 
to  issue  a  policy  which  Mr.  Dawson  drew  up  for  us,  that  really 
did  not  put  in  any  cash  value  whatsoever,  but  under  the  law 
we  had  a  right  to  put  in  a  loan  value;  therefore,  if  a  man 
wanted  to  get  his  cash  value  he  would  take  out  a  loan  and  need 
not  pay  his  loan,  and  therefore  could  get  his  cash  value.  He 
had  the  right  under  the  law. 

Q.  Did  this  take  the  form  of  correspondence  with  the  de- 
partment ?     A.  Oh,  my,  yes. 

^Y  MR.  COX: 

Q.  Was  that  in  effect  borrowing  the  money,  and  not  paying 
it  ba'^k,  if  he  took  advantage  of  the  loan  value?  A.  If  a  party 
for  ins^iance  wanted  to  get  what  would  be  really  due  him,  which 
we  had  chargecl  him  for  in  his  premimn,  the  same  as  an  old 
line  company  would,  and  would  establish,  say  a  cash  value  a1 
the  end  of  the  third  year,  the  end  of  the  fourth  year,  the  end 
of  the  fifth  year,  the  sixth  year  and  so  on,  which  is  an  increas- 
ing amount  providing  he  pays  his  premium  under  the  law,  we 
wfjre  allo\ve<l  to  give  a  man  a  loan  value.  Now,  all  a  man  had 
to  do  if  he  wanted  to  get  a  surrender  value,  he  could  get  a  loan . 
value,  a  loan  equal  to  that  value,  and  pay  us  for  instance  i 
month's  interest.     He  need  not  pay  his  loan  at  the  end  of  the 
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one  month;  he  could  drop  his  policy,  and  therefore  he  has  had 
liis  cash  value. 

BY  MR.  HUGHES: 

Q.   Why  would  he  not  be  bound  to  repay  his  loan?     A.  He 
was  not  bound.     You  cannot  make  a  man  pay  his  loan  if  li 
does  not  want  io. 

Q.  Well,  that  may  be  true  of  some  men,  but  not  necessarily 
of  all.  A.  ~No,  the  policy  provided  that  if  he  did  not  pay  his 
loan  the  policy  would  be  forfeited. 

Q.  So  it  was  a  provision  of  the  agreement  that  the  only  conse- 
quence of  not  paying  the  loan  was  the  forfeiture  of  the  policy? 
A.  That  is  right. 

Q.  In  consequence  of  this  attitude  of  the  department  towards 
the  forms  of  policies  you  had  been  issuing,  did  you  offer  to  re- 
incorpprate?  A.  Yes,  along  I  think  it  was  in  the  middle  of 
December,  1898. 

Q.  Before  that  time  had  you  offered  to  put  up  any  money  undei' 
the  assessment  law?  A.  That  is  so  that  we  could  give  cash 
values? 

Q.  Yes.  A.  Yes,-  and  we  Were  given  to  understand  that  we 
could  not  do  it;  that  that  law  was  practically  only  passed  there 
to  cover  certain  policies  which  had  been  issued  by  the  Mutual 
Reserve  Fund. 

Q.  What  law  are  you  referring  to  now?  A.  That  I  don't 
know.  It  is  a  provision  in  the  Insurance  Law.  It  was  a  separate 
act. 

Q.  A  separate  act  passed  in  1898?  A.  I  do  not  know  when 
il-  was  passed. 

Q.  Was  it  what  was  called  the  stipulated  premium  law?  A. 
jSJ'o,  it  was  before  that. 

Q.  It  was  before  that?  A.  Yes,  but  before  that  we  under- 
stood we  had  the  right  to  deposit  securities  with  the  department 
to  the  amount  of  one  hundred  thousand  dollars,  and  then  we 
could  put  cash  values  in  our  policies. 

Q.  Who  told  you  that  that  was  for  the  Mutual  Reserve?  A. 
Why,  I  think  Mr.  Appleton  told  me. 

Q.  Tell  us  fully  what  took  place  about  that,  so  we  can  iden- 
tify the  law  and  understand  the  transaction.  A.  Well,  we  were 
given  to  understand  that  the  department  up  there,  the  Insur- 
iirop  Department,  had  discretionary  powers  whether  or  not  it 
would  approve  the  security  we  put  up. 
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Q.  Did  you  offer  to  put  up  one  hundred  thousand  dollars? 
A.  Yes,  we  were  desirous  of  so  doing. 

Q.  To  whom  did  you  make  that  offer?  A.  It  was  to  Mr. 
Appleton. 

Q.  What  amount  of  securities  did  the  Bankers'  Life  Com- 
pany have  at  the  time  you  made  that  offer?  A.  I  should  judge 
in  the  neighborhood  of  from  four  hundred  dollars  to  five  hun- 
dred dollars. 

ME.  DAWSON:  No,  two  hundred  and  seventeen  thousand 
dollars. 

THE  WITNESS:  Two  hundred  and  seventeen  thousand  dol- 
lars, was  it? 

Q.  What  was  the  character  of  the  securities  that  you  had? 
A.   Of  the  highest  order. 

Q.  What  do  you  mean  by  that?  A.  Gilt-edged  bonds  and 
mortgages. 

Q.  Was  there  any  question  between  you  and  the  Department 
as  to  your  being  able  to  put  up  any  securities  required?  A. 
'No,  sir. 

Q.  What  information  did  you  get  from  the  Department  as  to 
what  would  be  their  requirement?  A.  Well,  we  were  practically 
given  to  imderstand  that  there  were  no  requirements  that  we 
would  not  be  permitted  to  do  it. 

Q.  Who  gave  you  to  understand  that?     A.  Mr.  Appleton. 

Q.  What  did  he  say?  A.  That  I  cannot  remember,  the  ex- 
act conversation. 

Q.  Well,  in  substance.  A.  Well,  in  substance  just  what  I 
have  related  to  you._ 

Q.  Did  he  say  it  did  not  make  any  difference  how  you  put 
up  the  one  hundred  thousand  dollars,  that  you  would  not  be 
permitted  to  issue  policies  with  cash  values?     A.  Practically  so, 

yes. 

Q.  Did  he  say  that  this  provision  of  law  to  which  you  had 
referred  was  not  applicable  to  you?  A.  He  gave  me  to  un- 
derstand that,  that  we  could  not  come  in  and  take  advantage 
of  it. 

Q.  Did  he  explain  why?  Was  it  because  the  law  in  its  terms 
was^  not  applicable  to  you,  or  because  the  Department  had  a 
discretion  which  it  would  not  exercise  in  your  favor?     A.  Well, 
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he  did  not  put  it  as  broadly  as  that.  I  was  given  to  understand 
tliat. 

Q.  Did  he  tell  you  the  law.  according  to  its  terms  was  not 
applicable  to  you?     A.  That  I  cannot  remember. 

Q.  Did  he  say  you  could  get  the  approval  only  by  procuring 
a  mandamus?  A.  Yes,  I  think  he  said  something  to  that  ef- 
fect, that  they  would  have  to  be  mandamused,  an(J  then  it  was 
doubtful  whether  or  no  it  could  be  done. 

Q.  Was  not  his  objection  really  based  on  the  ground  that 
the  law  did  not  embrace  you?     A.  Did  not  what? 

Q.  Did  not  embrace  you,  did  not  apply  to  a  company  sucli 
as  yours?  A.  That  is  the  impression  that  I  gained  from  m\ 
conversation  with  him.  You  must  remember,  Mr.  Hughes,  that 
ii  was  pretty  hard  for  an  assessment  company  to  go  up  to  Al- 
bany. 

Q.  Well,  why?    A.^  I  don't  know. 

BY  MR  COX: 

Q.  What  do,  you  m^an  by  that?  A.  Why,  I  went  up  there 
with  Mr.  J.ulien  T.  Diivies,  and  we  were  treated  very  coldly,  and  I 
went  up  there  with  Mr.  Dawson  once  and  w^as  treated  the  same 
way. 

Q.  Did  they  refuse  you  any  infonnation  you  wanted?  A.  Oh, 
no. 

Q.  In  what  way  were  you  treated  coldly?  .Let  lis  have  an 
idea  of  what  is  in  your  mind  A.  Well,  you  know  as  well  as  T 
do  that  you  can  be  treated  very  chilly  in  going  into  a  man's 
office. 

BY  ME.  HUGHES: 

Q.  The  matter  is  too  serious,  Mr.  Morgan,  to  be  regarded 
simply  as  one  of  atmosphere.  Did  you  request  anything  that 
you  Avere  entitled  to  that  you  didn't  get,  or  did  you  want  to  do 
anything  which  you  were  entitled  to  do  which  you  v/ere  not  al- 
lowed to  do?  A.  Why,  we  wanted  to  re-incorporate  under  the 
stipulated  premium  law;  that  was  in  December,  189'8.  We  asked 
for  an  examination  of  the  affairs  of  the  company  and  were  prom- 
ised that  they  would  come  down  in  a  few  weeks,  two  or  three 
weeks,  and  examine  us. 

Q.  You  mean  you  wanted  to  re-incorporate  under  the  stipu- 
lated premium  law?     A.  We  did. 
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Q.  Of  1898?  A.  1898  —  1  think  it  was  1898  that  law  was 
passed. 

Q.  Go  on.  A.  "We  waited,  and  asked  again,  and  I  went  to 
Albany  with  Mr.  Davies  ai  1  while  we  were  up  there  he  asked 
me  why  we  did  not  re-incorporate  as  a  regular  old  line  company 
and  not  go  halfway  about  it. 

Q.  Who  asked  you  that?  .V.  Mr.  Julien  Uavies  made  the  sug- 
gestion to  me,  and  coming  back  to  "New  York  I  considered  the 
matter  over  night,  and  the  next  day  I  took  steps  to  re-incorporate 
as  an  old  line  company,  and  we  had  correspondence  with  the  de- 
partment after  that,  but  could  not  get  them  to  come  and  examine 
lis.  We  were  willing  to  be  examined  and  were  anxious  to  get  in 
as  an  old  line  company  on  account  of  our  policies,  as  I  have  stated, 
having  been  cut  under  the  supervision  of  the  department  so  they 
were  practically  unsalable.  We  were  anxious  to  become  an  old 
line  company  as  rapidly  as  possible  and  as  soon  as  possible,  so  as 
to  get  away  from  that  odium. 

Q.  What  was  the  reason  given  for  not  examining  you?  A. 
That  the  department  was  busy. 

Q.  Had  you  any  reason  to  doubt  that  that  was  the  actual  fa't? 
A.  Well,  I  don't  know,  but  it  seemed  very  strange  when  they 
kept  putting  us  off  there. 

Q.  How  long  were  you  put  off?  A.  From  December  until 
about  July. 

Q.  December,  1898,  to  July,  1899?     A.  Yes,  sir,  about  that. 

Q.  Did  you  have  any  talk  with  Mr.  Appleton,  or  anyone  else 
in  the  department  with  regard  to  your  re-incorporation  under  the 
stipulated  premium  law?     A.  Yes. 

Q.  What  was  that  conversation,  or  the  substance  of  it?  A. 
That  I  cannot  recollect  at  the  time,  but  I  think  Mr.  Appleton 
himself  suggested  that  we  would  become  an  old  line  company. 

BY  THE  CHAIRMAN: 

Q.  Did  he  state  any  reason  why  you  should  not  re-incorporate 
under  the  stipulated  premium  plan?  A.  No,  he  did  not.  We 
could  have  re-incorporated  under  that,  but  when  I  came  back  from 
Albany  with  Mr.  Davies  there  we  made  up  our  minds  to  go  right 
in  as  an  old  line  company.  We  thought  it  was  better  for  the 
i-imple  reason  that  under  the  stipulated  premium  law  if  we  once 
o-ot  in  there  we  could  not  get  out.  We  saw  no  loop-hole  if  we 
once  got  in. 
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BY  MR   HFGHES: 

Q.  The  Mutual  Reserve  Fund  got  out  very  quickly?  A.  They 
were  not  a  stipulated  premium  com] 'any,  the  Security  Mutual  of 
Binghamton  is  the  only  one  that  has  taken  advantage  of  that. 

Q.  I  intended  to  say  the  Security  Mutual  and  not  the  Mutual 
Eeserve.     A.  I  don't  know  how  they  did  it. 

Q.  They  did  it  under  the  terms  of  the  law,  did  they  not?  A. 
I  don't  know. 

Q.  That  is  a  matter  you  have  not  made  a  special  study  of  ?  A. 
No,  I  have  not. 

Q.  Did  the  Department  urge  you  to  re-incorporate  under  the 
stipulated  premium  law?    A.  No,  they  did  not. 

Q.  Did  you  finally  procure  an  examination  ?    A.  We  did  sir. 

Q.  In  or  about  the  middle  of  1899  ?    A.  About  that  time. 

Q.  Did  you  have,  prior  to  that  examination  and  your  reincor- 
poration as  an  old  line  company  a  sufficient  reserve  for  the  purpose  ? 
A..  We  did. 

Q.  Did  you  have?  A.  No,  we  had  to  have  the  one  hundred 
thousand  dollars  capital. 

Q.  You  had  to  have  the  $100,000  capital  ?  A.  That  added,  gave 
us  sufficient  reserve  to  meet  the  requirements. 

Q.  Did  you  have  a  reserve  in  excess  of  what  was  required  under 
the  stipulated  law  ?    A.  Yes,  sir. 

Q.  It  is  a  fact  that  at  this  time  toward  the  end  of  1898  there  had 
been  a  good  deal  of  criticism  of  the  stipulated  premium  law  ?  A. 
Well,  there  was  only  —  I  don't  know  as  the  Security  Mutual  had 
even  re-incorporated  under  that  law  at  that  time,  but  there  was 
quite  a  little  discussion  among  insurance  men  as  to  that  method  of 
procedure.  I  did  not  think  as  far  as  myself,  that  it  was  secure 
enough  for  a  policyholder. 

Q.  Well,  it  was  more  secure  than  the  assessment  law  ?  A.  Yes, 
as  the  law  went,  but  not  as  regards  what  we  were  doing. 

Q.  But  as  you  were  not  confined  to  the  requirements  of  the  law 
as  an  assessment  company  so  far  as  maintaining  what  you  thought 
was  a  sufficient  reserve,  you  would  have  been  in  equally  as  good  a 
position  under  the  stipulated  premium  law?  A.  Yes,  we  would- 
have. 

Q.  Was  not  the  real  point  that  you  wanted  to  get  the  advantage 
if  you  put  up  one  hundred  thousand  dollars,  of  being  an  old  line 
company,  and  did  not  want  to  stop  xmder  a  law,  the  purpose  and 
sco^v?  of  which  was  a  good  de^l  attacked  ?    A.  Yes, 
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Q.  When  were  you  re-incorporated  ?  A.  I  thini  it  was  October 
26tli,  f899,  atout  that  date,  or  October  24th. 

Q.  Had  you  previous  to  that  been  allowed  by  the  Department 
to  promise  cash  loans  not  exceeding  the  actual  reserve  and  also 
dividends?    A.  Yes,  sir. 

Q.  Did  you  put  up  $100,000  for  that  purpose  ?     A.  No. 

Q.  Why  had  not  you  secured  that  before  ?  I  do  not  understand 
why  you  should  have  been  able  to  get  that  privilege  at  that  time,  and 
not  have  been  able  to  get  it  earlier  ?  A.  Well,  we  had  the  estimated 
cash  loan  and  surrender  values  in  the  policies  and  they- made  us 
withdraw  those  policies,  and  then  these  policies  —  we  agreed  to 
give  a  loan  to  the  amount  not  exceeding  the  loan  on  the  policies.  It 
was  substituted  along,  I  think,  in  February,  1899,  pending  the 
examinations. 

Q.  And  that  was  the  change  to  which  you  referred  a  little  while 
ago  when  you  referred  to  the  substitution  of  loans  for  cash  sur- 
render values  ?     A.  Yes,  sir. 

Q.  How  was  the  money  raised  for  the  one  hundred  thousand 
dollars  capital  required  when  you  became  an  old  line  stock  com- 
pany ?    A.  -Paid  in  cash  by  the  subscribers. 

Q.  Did  you  put  up  any  part  of  it  ?    A.  Yes. 

Q.  How  much?    A.  $51,000  or  a  little  over. 

Q.  And  where  was  the  balance  obtained?  A.  From  other  Di- 
rectors and  some  policyholders. 

Q.  Who  were  they?     A.  Well,  there  was  Mr.  A.  B.  Hepton, 
Mr.  William  A.  IS^ash,  Charles  H.  Fancher,  E.  D.  Butler,  E.  C. 
Elder — do  you  want  any  more?     I  cannot  remember  them  all. 
,Q.  Did  you  raise  any  on  loans?     A.  We  did. 

Q.  From  whom,  or  from  what  bank?  A.  I  got  the  Com  Ex- 
change Bank,  and  then  afterward  split  up  with  different  bank?, 
four  or  five  other  different  banks,  or  six. 

Q.  Did  you  get  any  from  Irving  ISTational?     A.  I  did. 

Q.  That  was  the  bank  of  which  Mr.  Fancher  was  President, 
was  it  not?     A.  Yea,  sir.  , 

Q.  When  you  changed  to  a  regular  company  how  did  you  over- 
come the  difiiculties  which  you  had  in  the  way  of  procuring  an 
examination  so  that  you  could  re-incorporate,  who  was  your  coun- 
sel? A.  Oh,  that  represented  us  at  Albany?  General  John  W. 
Hoagland. 

Q.  Of  Syracuse?     A.  Yes,  of  Hancock,  Hoagland  &  Eyan. 

Q.  Did  he  represent  you  there?    A.  Yes. 
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Q.  Had  he  been  your  attorney  previously?  A.  No,  lie  had 
not. 

Q.  Was  he  employed  for  this  purpose?     A.  He  was,  sir. 

Q.  When  was  he  employed?  A.  I  cannot  tell  the  exact  date; 
i1  was  some  time  either  in  June  or  July. 

Q.  Can  you  tell  just  when  it  was  when  you  had  the  examina- 
tion?    A.  Well,  it  took  several  weeks;  I  should  say  in  August. 

Q.  Of  1899?  A.  Of  1899.  It  was  during  the  summer  of  1899. 

Q.  When  was  it  that  you  retained  General  Hoagland?  A.  I 
think  in  July. 

Q.  1899?     A.  1899. 

Q.  When  was  it  that  you  first  requested  an  examination?  A. 
In  DecemBer,  1898. 

Q.  Who  Avas  superintendent  of  insurance  at  that  time?  A. 
Mr.  Payn. 

Q.  How  long  did  he  remain  superintendent?  A-  Well,  now, 
that  I  cannot  tell.  But  I  should  imagine  it  was  close  to  1900.  I 
do  not  know  whether  Mr.  Payn. was  superintendent  at  the  time 
we  re-incorporated  or  not.     He  went  out  of  office  there  about 

Q.  Did  Mr.  Payn  go  out  of  office  about  the  spring  of  1899? 
A.  That  I  cannot  tell  you;  I  think  the  Insurance  Journal  here 
will  tell  you,  the  report. 

Q.  What  change  was  made  when  you  reorganized  to  a  regular 
level  premium  company  with  regard  to  the  forms  of  your  policy? 
A.  Why,  then,  we  issued  policies  there  such  as  all  the  companies 
do,  giving  fixed  guaranty  values,  and  guaranty  rates  which  wt- 
are  compelled  to  do  under  the  law,  that  is  as  regards  the  rates,  and 
charged  practically  the  same  premiums  that  we  had  been  chajg- 
ing.     I  don't  know  whether  we  altered  the  rates  at  all. 

Q.  Did  you  adopt  a  preliminary  term  policy  at  that  time?  A. 
We  did. 

Q.  What  kind  of  a  preliminary  term  policy  was  it?  ■  A.  Well, 
it  is  somewhat  different  from  what  most  companies  used.     The 

whole For  instance,  take  an  ordinary  life  policy,  that  was  oul- 

preliminary  term  rate.  That  policy  was  valued  for  the  first  year 
as  one  year  term.  In  subsequent  years  they  were  valued  right 
straight  for  the  face  of  the  policy;  that  is,  the  full  amount. of  the 
premium,  just  the  same  as  any  old  line  company.  When  we 
came  to  a  twenty  payment  policy — I  guess  you  know  what  a 
twenty  payment  policy  is  by  this  time — there  was  an  excess  >le- 
posit.     For  instance  on  an  ordinary  life  the   premium   would   be 
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one  hundred  dollars;  on  a  twenty  payment  life,  perhaps  the 
premium  would  be  $130.  We  only  charged  for  the  preliminary 
time  on  that  on  the  ordinary  life  basis.  Our  commissions  were 
based  entirely  on  the  ordinary  life  rate.  That  extra  thirty  dol- 
lars was  put  aside  as  a  deposit  to,  the  credit  of  that  policy. 
Therefore,  on  a  twenty  payment  policy  we  only  paid  on  the  or- 
dinary life  rate  the  commissions,  just  the  same  as  on  the  ordi- 
nary life.  On  a  twenty  payment  policy  the  premium,  $130,  we 
would  only  pay  commissions  on  one  hundred  dollars  of  it,  so  it 
made  the  percentage  less  on  a  twenty  payment  than  it  would  on 
an  ordinary  life. 

Q.  How  does  that  form  of  preliminary  term  policy  differ  from 
the  one  ordinarily  in  use  at  the  present  time?  A.  Why,  they  take 
the  whole  of  the  first  year's  premiums.  Por  instance,  they 
would  take  the  whole  $130, 

BY  THE  OHAIKMAF: 

Q.  In  order  to  get  these  dates  straightened  out,  does  Mr. 
Morgan  remember  who  was  superintendent  when  they  examined  in 
1899? 

BY  MK.  HUGHES: 

Q.  Who  was  superintendent  when  you  were  examined?    A,  I 
am  inclined  to  think  it  was  Mr.  Payn. 
Q.  Are  you  not  mistaken  about  that? 

THE  OHAIKMAISr:  Yes,  he  must  be. 

THE  WITNESS:  The  records  down  at  the  office  will  show 
whether  it  was  Mr.  Hendricks  or  Mr.  Payn.     I  don't  know  who. 

Q.  How  did  y«u  happen  to  go  to  Syracuse  for  an  attorney? 
A.  We  did  not  go  there,  but  we  heard  of  Mr.  Hoagland  through 
a  Mr.  Dexter,  one  of  our  policyholders  and  a  friend  of  one  of  the 
employes  of  the  company,  and  we  heard  that  Mr.  Hoagland  was 
a  very  good  man,  and  that  he  would  be  listened  to  at  Albany. 

BYMK.  OOX: 

Q.  Did  you  ever  have  occasion  to  appear  before  the  Depart- 
ment with  Mr.  Hoagland  as  attorney?    A,  Yes. 
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Q.  Was  your  treatment  any  different  when  you  had  him  as  at- 
torney than  it  w.as  before?     A.  Yes,  sir. 

Q.  The  atmosphere  had  changed?     A.  Very  decidedly. 

\^Y  ME.  HUGHES: 

Q.  When  was  that?  A.  I  was  summoned  up  to  Albany  I 
should  judge — we  expected  to  get  our  certificate  along  in  Octo- 
lier,  and  I  was  summoned  up  there  over  the  phone  by  Mr.  Ap- 
pleton,  that  there  were  some  tangle  up  there  that  they  could 
not  seem  to  straighten  out;  so  when  I  telephoned  to  General 
Hoagland  at  Syracuse  to  meet  me  at  the  Department  on  the 
following  day  and  I  went  up  on  the  Empire  State.  At  that  meet- 
ing there  was  Mr.  Appleton,  there  was  Mr.  Patterson,  an  ac- 
tuary of  the  Department;  Mr.  Vanderpoel  and  Mr.  Payn — he  was 
Mr.  Payn's  personal  counsel,  and  his  name  was  Judge  Cady 
Herrick  or  Rider  Cady. 

Q.  D.  Eider  Cady?  A.  Came  from  down  Hudson  somewhere 
■ — Mr.  Payn's  personal  counsel.  So  Mr.  Payn  was  in  there  at 
the  time  I  got  the  summons. 

Q.  What  did  you  accomplish  at  that  time  you  hadn't  been 
able  to  accomplish  before  ?  A.  I  was  told  we  would  have  to  take 
up  all  of  our  old  policies,  assessment  policies,  a-nd  issue  fixed 
policies  for  them.  1  said  that  would  take  over  a  year  to  get 
them  all  up;  perhaps  we  would  never  get  them  up  again.  I  pro- 
posed that  inasmuch  as  our  premium-  rates  were  sufficient  with 
the  exception  of  a  few  of  the  ten-year  policies  issued  between  the 
ages  of  fifty-eight  and  fifty-nine,  that  we  would  be  willing  to 
guarantee  the  rates  on  every  policy  which  we  had  issued  and 
send  out  a  waiver  on  behalf  of  the  company,  stating  to  the  policj'- 
holder  that,  becoming  an  old  line  company,  we  hereby  waive  the 
right  \\>  any  additional  assessments  otherwise  than  those  stated 
in  the  policy. 

Q.  Was  that  satisfactory  ?    A.  It  was. 

Q.  Apparently  the  position  of  the  Department  was  well  taken, 
wasn't  it  i    A.  On  that  point  ? 

Q.  Yes.  A.  On  that  particular  point,  yes ;  but  they  did  not 
broach  that  to  me  until  they  summoned  me  up  there  that  day. 

Q.  Was  it  their  suggestion  that  you  should  do  this  ?  A.  No, 
I  suggested  it  myself. 
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,  Q.  If  you  had  not  suggested  it,  then  their  objection  would 
have  remained  a  valid  one?  A.  I  suppose  so.  They  did  not 
see  a  way  out  of  it.    I  did. 

Q.  Do  you  think  it  was  their  business  to  find  a  way  out  of  it  ? 
A.  I  should  think  they  might  have  made  a  suggestion. 

Q.  The  real  point  is  that  the  objection  that  they  made  was  a 
proper  one,  and  you  found  a  way  to  meet  it?  A.  That  is  it. 
There  was  no  antagonfcm  on  their  part  as  regards  it,  not  at  all. 

Q.  How  much  did  you  pay  General  Hoagland?  A.  For  that 
and  for  another  matter  where  there  was  a  complaint  made,  I 
think  from  Mr.  Tpwnsley's  cousin,  we  paid  General  Hoagland 
$2,000  in  all. 

Q.  How  many  times, did  General  Hoagland  go  to  Albany  for 
you?  A.  That  I  could  not  tell  you;  he  was  there  a  number  of 
times,  and  was  down  here  to  the  city  also. 

Q.  He  represented  you  as  attorney  for  some  time  ?    A.  Yes,  sir.' 

Q.  For  how  long  ?    A.  Oh,  I  guess,  for  a  year. 

Q.  Tou  paid  him  $2,000  all  told  ?    A.  $2,000  all  told. 

Q.  Was  your  right  to  issue  preliminary  term  policies  ques- 
tioned in  any  jurisdiction  ?    A.  Yes,  in  Vermont. 

Q.  Did  you  have  a  litigation  over  it  there  ?    A.  We  did. 

Q.  And  what  was  the  result?  A.  We  opposed  the  decision 
of  the  Insurance  Department  in  the  Supreme  Court  there,  and 
they  declared  that  our  contention  as  regards  the  preliminary  term 
was  correct. 

Q.  That  was  on  the  modified  preliminary  term  that  you  first 
mentioned?    A.  That  was  it. 

Q.  When  was  that  decision  in  Vermont  ?  A.  I  think  it  was  in 
either  the  latter  part  of  1901  or  the  early  part  of  1902. 

Q.  Now,  having  reincorporated  in  1899,  the  loans  which  liad 
been  obtained  for  the  purpose  of  enabling  you  to  put  the  $100,- 
000  required  to  acquire  the  stock  became  payable  when  ?  A.  It 
was  a  demand  loan. 

Q.  When  was  the  demand  made?  A.  Well,  I  cannot  say  ex- 
actly. 

Q.  About  1902  ?  A.  Somewheres  in  that  year.  There  was  a 
demand  made  by  the  Com  Exchange,  I  think,  prior  to  that — 
1901  we  paid  off  part  of  that. 

Q.  How  much  of  the  stock  was  up  as  collateral  ?    A.  All  of  it, 

Q.  The  whole  thousand  shares  ?    A.  No. 
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Q.  What  was  the  amount  of  the  stock?  A.  $100  a  share; 
what  I  had  was  520  shares — something  between  526  and  530. 

Q.  Was  that  sold  out  ?    A.  It  was. 

Q.  When  was  it  sold  ?     A.  I  sold  it  myself. 

Q.  Wasn't  it  sold  for  non-payment  of  the  loans  ?  A.  Not  ex- 
actly. 

Q.  What  was  the  transaction  ?  A.  I  sold  it  at  private  sale  to 
Mr.   Fancher. 

Q.  Mr.  rancher,  president  of  the  Irving  Bank?  A.  The  Irv- 
ing Bank. 

Q.  Was  he  an  officer  of  the  company?  A.  No.  I  won't  say 
it  was  Mr.  Fancher.  He  made  the  bargain.  It  was  Mr.  Fan- 
cher or  Mr.  Demarest. 

Q.  Was  Mr.  Fancher  connected  with  the  company  at  that 
time?     A.  He   was. 

Q.  Was  Mr.  Demarest  connected  with  the  company?  A.  He 
was  not. 

Q.  What  was  Mr.  Fancher's  relation  to  the  company?  A.  I 
think  he  was  first  vice-president. 

Q.  At  what  price  did  you  sell  it?    A.   120. 

Q.  Did  they  resell  it?     A.  They  did. 

Q.  Within  what  time?  A.  I  should  judge  it  was  within  sixty 
days  ■ —  something  like   that. 

Q.  At  what  price?    A.  300,  I  believe. 

Q.  To  whom?  A.  To  the  Knickerbocker  Investment  Com- 
pany, I  believe  it  is. 

Q.  Why  did  you  sell  at  120  ?  A.  Well,  I  didn't  want  to  make 
any  profit  on  it  other  than  to  just  get  me  out  whole  on  it.  Of 
course,  we  had  not  paid  any  dividends  on  the  stock  there,  and 
during  the  Townsley  litigation  I  had  to  go  in  debt. 

Q.  What  was  the  Townsley  litigation?  A.  We  dismissed 
him,  as  I  told  you,  for  that  proxy  business,  and  then  he  sued 
us  for  $365,000.  "^ 

Q.  What  became  of  that  suit?  A.  He  got  a  verdict  for  $50,- 
000;  judgment  was  arrested,  tried  before  the  Appellate  Divi- 
sion, and  it  was  unanimously  turned  down  —  reversed. 

Q.  What  happened  then?  A.  Well,  he  sued  over  again  for 
$500,000,  but  after  his  testimony  was  all  in  he  had  forgotten  to 
amend  his  complaint,  and  I  think  it  was  Judge  Bischoff  there 
said  he  could  only  sue  for  the  $365,000,  inasmuch  as  he  had  not 
amended,  so  the  jury  gave  him  a  verdict  for  $10,000,  which  the 
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company  paid  promptly,  because  the  Appellate  Division  there 
cost  ns  more  than  that  in  the  first  case. 

Q.  When  did  you  retire  as  president?  A.  September  the  1st, 
r  think  it  was,  1902. 

Q.  And  who  succeeded  you?    A.  Mr.  Charles  H.  Fancher. 

Q.  That  was  after  the  purchase  of  the  stock  ?    A.  Yes,  sir. 

Q.  How  long  did  he  remain  president  ?  A.  Why,  I  think  until 
the  1st  of  January  that  next  year. 

Q.  Who  succeeded  him?  A.  Mr.  Foster  M.  Voorhes,  ex- 
Governor  of  ISTew  Jersey. 

Q.  That  was  after  the  sale  to  the  Knickerbocker  Investment 
Company  and  after  the  stock  had  been  put  in  a  voting  trust?  A. 
Yes,  sir. 

Q.  The  stock  that  you  sold  with  other  shares  were  put  into 
a  voting  trust,  under  which  they  still  remain?    A.  Yes. 

Q.  That  voting  trust  was  a  compromise  after  the  transfer  of 
the  shares  of  stock  to  the  Knickerbocker  Investment  Company, 
occasioned  by  the  fact  that  the  purchasers  had  not  taken  the 
precaution  to  procure  a  resignation  from  the  Board  of  Directors '. 
A.  Well,  that  I  don't  know;  I  was  not  in  the  board  at  that  time. 

Q.  Wasn't  it  a  result  of  the  objection  of  the  minority  interest 
represented  in  the  board  to  the  transfer?    A.  Yes. 

Q.  And  they  did  not  resign,  but  continued  in  office?  A.  They 
did. 

Q.  And  the  result  was  a  voting  trust?    A.  Was  formed? 

Q.  Was  formed,  and  Mr.  Voorhes  represented  the  purchasei-s 
of  the  stock  and  Mr.  Sherer  represented  the  minority  represented 
in  the  board,  and  they  nominated  Governor  Stokes?  A.  jSTo,  I 
think  it  is  just  the  other  way.  I  think  that  Governor  Stokes  rep- 
resented the  Knickerbocker  people 

Q.  We  have  the  papers,  I  think,  which  show  that?  A.  And 
then  between  the  two  of  them,  Mr.  Voorhes  —  I  don't  know. 

Q.  You  are  not  sure  of  that?  I  think  that  is  fully  covered  by 
the  report  of  the  Referee  already  in  evidence?  A.  Mr.  Odell's 
report,  yes. 

Q.  Now  since  that  time  what  has  been  your  connection  with 
the  company  —  have  you  had  active  charge  of  aJiy  part  of  this 
business  ?  A.  I  have  —  that  is,  the  adjustment  of  its  ten-year 
term  policies  —  those  ones  I  told  you  about  with  the  inadequate 
rates. 
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Q.  Have  you  had  anything  to  do  with  the  general  (management 
of  the  company?    A.  Only  as  a  Director. 

MR.  HUGHES:  Will  you  withdraw?  Mr.  Stokes,  will  you 
take  the  stand? 

HOWAED  K.  STOKES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Stokes,  what  is  your  connection  with  the  Bankers'  Life 
Insurance  Company?     A.  Third  Vice-President  and  /Treasurer. 

Q.  How  long  have  you  held  those  ofSces  ?  A.  Since  some  time 
in  June,  1903. 

Q.  Have  you  the  management  of  the  company?     A.  No,  sir. 

Q.  Who  does  take  charge  of  the  general  affairs  of  the  company? 
A.  The  Executive  Committee,  Board  of  Directors  and  Executive 
Committee. 

Q.  And  who  is  the  active  man  in  the  direction  of  affairs?  A. 
At  the  present  time? 

Q.  Yes.     A.  I  presume  I  am  at  the  present  time,  yes,  sir. 

Q.  Is  this  a  list  of  the  securities  now  owned  by  your  company^  a 
complete  list?  A.  I  assume  that  it  is,  Mr.  Hughes.  It  was  made 
up  by  our  Secretary  who  has  those  matters  in  charge. 

MR.  HUGHES:    I  will  have  that  marked  for  identification, 

(Paper  marked  Exhibit  821  for  identification.) 

Q.  Is  this  a  complete  list  of  the  purchases  and  sales  of  securities 
during  the  last  ten  years  (showing  witness  paper)?     A.  Yes,  sir, 

(Paper  marked  Exhibit  822  for  identification.) 

Q.  Is  this  a  complete  list  of  your  collateral  loans  for  ten  years 
last  past  (showing  witness  paper)  ?     A.  Yes,  sir, 

MR.  HUGHES:    Mark  that  for  identification. 

(Paper  marked  Exhibit  823  for  identification.) 

Q.  Does  your  company  invest  in  stocks?  A.  It  has  a  few 
stocks,  stocks  in  the  Consolidated  Gas  Company,  in  the  Chicago, 
Milwaukee  &  St.  Paul  Railroad  and  the  American  Telegraph  & 
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Telephone.  That  is  the  only  three  stocks  we  hold  according  to  my 
recollection. 

Q.  Out  of  the  total  of  securities  of  $1,035,668.74  in  book  value, 
what  is  the  amount  of  stocks  which  you  hold?  A.  About 
$38,000  —  they  are  not  separated  here. 

Q.  Has  your  company  participated  in  any  syndicates?  A.  Not 
that  I  know  of,  sir. 

Q.  Has  any. officer  of  your  company  entered  into  any  syndicate 
or  participation  in  any  underwriting  where  the  company  has  pur- 
chased any  of  the  securities  floated  by  it?  A.  No,  sir,  not  to  my 
knowledge. 

Q.  Has  your  company  made  any  contributions  for  political  pur- 
poses?    A.  No,  sir. 

Q.  To  any  party?     A.  No,  sir. 

Q.  Or  in  any  campaign,  State,  national  or  local?     A.  No,  sir. 

Q.  Has  your  company  made  any  payments  iu  connection  with 
matters  of  legislation?     A.  No,  sir. 

Q.  Have  you  ever  paid  any  money  to- Andrew  Hamilton?  A. 
No,  sir. 

Q.  Or  William  H.  Buckley?     A.  No,  sir. 

Q.  Or  A.  0.  Fields?    A.  No,  sir. 

Q.  Have  you  made  any  payments  whatever  as  contributions  to 
any  organization  or  association  for  the  purpose  of  facilitating  leg- 
islation or  opposing  it?     A.  No,  sir. 

Q.  What  proportion  of  your  business  is  written  on  the  deferred 
dividend  plan?     A.  I  cannot  answer  that  question. 

Q.  Who  would  be  able  to  answer  that  —  your  Actuary?  A. 
The  Secretary  and  Actuary,  he  is  prepared  to  answer  on  matters 
of  that  kind. 

Q.  Is  he  here?    A.  Yes,  sir. 

MK.  HUGHES:  Will  you  withdraw  a  minute,  please? 

EDMUND  L.  BAYLIES,  resumed. 

BY  ME.  HUGHES: 

Q.  Have  you  produced  the  books  showing  the  receipts  and  dis- 
bursements in  connection  with  the  mortgage  tax  matter  last 
spring?  A.  I  have  the  book  here  before  the  Committee.  It  covers 
the  entire  period,  both  while  I  was  Treasurer  and  while  Mr.  Mar- 
ling was  Treasurer  when  I  went  away  in  May,  as  I  have  already 
testified. 
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Q.  Hc^'  much  of  the  money  contributed  was  contributed  by  in- 
surance companies?    A.  $1,000. 

Q.  "Which  were  the  companies  that  made  those  contributions? 
A.  It  was  contributed  $500  by  the  Germania  and  $500  by  the 
Comptroller  of  the  Metropolitan  Life. 

Q.  What  institutions,  not  giving  the  names,  but  what  classes  or 
persons  or  institutions  contributed  the  residue?  A.  They  were 
trust  companies  who  Avere  interested  in  that  clause  of  the  bill  re- 
lating to  trust  mortgages,  and  builders  who  were  interested  in 
building  operations  and  who  thought  that  thei-r  rates  would  be 
put  up  by  the  tax  bill  if  passed,  real  estate  brokers  who  feared  that 
the  bill  woiild  injure  their  business  and  then  also  the  classes  of 
whom  I  have  already  sjDoken;  that  is,  the  individuals  who  were 
lenders  of  money  and  individuals  who  were  borrowing  money. 

Q.  What  was  the  total  amount  ? 

THE  CHAIEMAlSr :  You  forgot  the  one  important  class  of 
banks  and  bankers  who,  I  notice,  were  largely  interested. 

A.  I  should  have  stated  that  and  the  reason  why  that  class  con- 
tributed was  that  the  committee,  as  a  substitute  for  the  Mortgage 
Tax  Bill,  proposed  a  bill  in  which  the  bankers  of  this  city  were 
very  vitally  interested,  which  was  a  bill,  to  tax  all  securities, 
whether  issued  in  this  State  or  elsewhere,  and  secured  by  mort- 
gage or  not  —  that  is  the  class  of  railroad  bonds  that  are  generally 
dealt  in  in  the  Xew  York  Stock  Exchange,  it  was  proposed  in  a 
bill  that  was  presented  to  the  Governor,  the  passage  of  which  was 
urged,  that  a  tax  should  be  imposed  on  those  securities,  the  amount 
of  which  was  very  large,  going  into  the  hundreds  of  millions,  and 
it  was  thought  that  securities  issued  by  companies  in  other  States 
should  pay  a  tax  of  one-half  of  one  per  cent,  so  that  the  securities 
would  not  be  declared  taxable ;  for  that  reason  we  appealed  to  the 
bankers. 

BY  MR  HUGHES: 

Q.  What  was  the  total  then?    A.  $22,580. 

Q.  How  much  of  that  was  disbursed  for  advertising?  A.  I 
make  up  the  advertising,  postage  and  postal  cards  together 
$9,369.09. 

Q.  How  much  was  paid  for  legal  expenses?  A.  Some  ten  dif- 
ferent attorneys  in  New  York  City  and  in  the  western  part  of  this 
State  and  some  in  Albany — only  two  a  few  hundred  dollars  in 
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Albany — received  $5,065. lY.  I  would  say  that  the  members  of 
the  Committee  who  had  charge  of  this  matter  made  no  charge  for 
their  services  except  in  the  case  of  ]\Ir.  Van  Ingen,  who  practically 
spent  some  four  months  of  his  time  to  the  exclusion  of  all  other 
business  traveling  over  the  State  and  being  in  Albany. 

Q.  How  much  was  he  paid?  A.  There  passed  through  Mr. 
Van  Ingen's  hand  $7,818.^7.  I  think  that  his  personal  participa- 
tion in  that  amount  would  be  between  four  and  five  thousand  dol- 
lars that  he  received  for  his  personal  services. 

THE'CHAIKMAIS]':  The  witnesses  who  have  been  requested 
to  be  here  and  have  not  been  called  will  kindly  be  here  sharply  at 
half  past  ten  in  the  morning,  to  which  time  the  Committee  will 
now  adjourn. 

Adjourned  to  10.30  A.  M.,  December  21st,  1905. 


ALDERMAITIO   COUN'OIL    CHAMBER, 
City  Hall,  New  Yoek  Oi 

December  21st,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

HOWARD  K.  STOKES,  resumed. 

BY  ME.  HUGHES: 

Q.  Your  company  was  recently  examined  by  the  Insurance 
Department  ?     A.  Yes,  sir ;  examined  the  latter  part  of  last  year. 

ME.  HtTGHES :  I  will  offer  in  evidence  the  report  of  the  In- 
surance Department  or  rather  the  chief  examiner  under  it  of 
March  13,  1905. 

Eeport  marked  Exhibit  824,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  What  is  the  amount  of  the  salary  paid  your  President? 
A.  We  have  no  President  just  now.  The  President  of  the  com- 
pany resigned  the  1st  of  November.     We  have  no  President! 

Q.  Who  is  the  acting  President.     A.  I  am. 

Q.  What  was  the  salary  of  the  President'  prior  to  his  resig- 
nation ?     A.  $8,000  a  year. 

Q.  How  long  had  that  been  the  case  ?  A.  Since  he  came  with 
the  company  in  January,  1903. 

Q.  WhaFwas  his  interest  in  the  company  personally — ^was  he  a 
stockholder  ?     A.  Yes,  sir. 

Q.  Holding  how  many  shares  of  stock  ?  A.  I  thinks  he  holds 
ten — I  am  not  positive,  but  I  think  it  is  ten. 

Q.  Was  he  a  policyholder  in  the  company  ?     A.  Yes,  sir. 

Q.  To  what  amount?     A.  $5,000,  I  think. 

Q.  What  are  the  other  salaries  paid  by  the  company  ?  A.  We 
pay  the- medical  director  $4,500.  I  may  say,  Mr.  Hughes,  that 
the  salaries  have  recently  been  slightly  changed. 
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Q.  Well,  if  you  can  give  me  a  statement  of  what  they  were 
and  wKat  they  now  are?  A.  The  salary  of  the  medical  director 
was  $5,500,  and  changed  to  $4,500  from  the  1st  of 'November. 
The  general  counsel,  salary  $3,500;  the  secretary  of  the  company, 
salary  $2,700.     Those  are  all  of  what  we  call  the  official  force. 

Q.  Those  are  all  the  executive  officers'  salaries  ?  What  is  your 
salary?     A.  I  don't  have  any  salary. 

Q.  You  have  none  at  all  ?     A.  No. 

Q.  You  never  have  had  a  salary  ?  A.  I  had  a  salary  until  No- 
vember 1st. 

Q.  What  was  your  salary  ?     A.  $4,000. 

Q.  That  was  relinquished  entirely  ?     A.  Yes. 

Q.  What  was  the  reason  of  the  reduction  in  the  salary  list 
November  1st?  A.  The  President  resigned  and  it  was  thought 
advisable  to  make  some  other  changes  in  the  way  of  economies. 

Q.  To  what  extent  did  you  introduce  economies  at  that  time? 
A.  Discharged  some  of  the  employees  in  the  office  and  have 
reduced  the  amounts  of  money  usually  advanced  to  agents  and 
various  other  economies,  amounting,  I  should  think,  maybe  five 
to  eight  hundred  dollars  a  week  altogether. 

Q.  Your  expenses  apparently  in  1904  were  $283,586.  What 
do  you  estimate  that  amount  to  be  in  the  year  1905?  A.  I  have 
not  estimated  that,  Mr.  Hughes. 

Q.  You  estimate  that  it  will  be  considerably  less?  A.  Yes,  sir, 
it  will  be  less — I  cannot  say. 

Q.  What  rate  of  commissions  do  you  pay  to  agents?  A.  We 
pay  65  per  cent,  of  the  first  year's  commissions,  15  per  cent, 
second  year  and  7J  for  the  life  of  the  policy  on  three  chief  forms 
of  policies,  that  is  the  ordinary  life,  twenty  year  life  and  twenty 
year  endovmient,  and  other  commissions  are  graded  and  are  les? 
than  that. 

Q.  Can  you  tell  me  if  those  are  the  correct  amounts  of  the 
new  business  written  by  your  company  since  1898  (showing  wit- 
ness Blue  Book)?  A.  No,  sir,  I  cannot  tell  you  that  they  are. 
I  have  no  way  of  verifying  them  except  by  the  books  of  the  com- 
pany. 

Q.  You  have  not  a  statement  here?  A.  I  think  probably  the 
secretary  has  in  those  technical  matters. 

Q.  How  did  you  or  how  do  you  estimate  the  amount  which 
can  be  profitably  expended  in  the  obtaining  of  new  business  ?  A. 
1  can  estimate  it  by  taking  the  amount  on  the  average  which 
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it  will  be  probably  necessary  to  set  aside  as  reserve,  and  take  the 
remaining  sum. 

Q.  Be  necessary  to  set  aside  as  reserve  out  of  what?  ^  A.  Out  of 
tke  first  year's  premiums. 

Q.  Do  you  do  that,  as  a  matter  of  fact — is  that  your  general 
method?     A.  Yes,  sir. 

Q.  And  vou  take  into  consideration  the  probable  gain  in  mor- 
tality on  the  first  year's  business?    A.  Yes,  sir. 

Q.  Have  you  practically  proceeded  in  accordance  with  what 
is  known  as  the  selected  and  ultimate  method?  A.  I  don't  know 
what  you  mean  by  that. 

Q.  Have  you  estimated  that  you  could  probably  expend  for 
getting  new  business  the  amount  of  the  first  year's  premiums 
after  deducting  what  coiild  be  set  aside  for  reserve  upon  the  valu- 
ation of  the  business  for  the  first  year  as  term  business  ?  A.  Yes, 
sir. 

MK.  HIJG-HES:  I  read  from  the  Blue  Book  the  amounts  ex- 
pended from  1899  in  all  to  1904  inclusive: 

1899 $223,743 

1900 231,009 

1901 256,49'8 

1902 300,933 

1903 283,879 

1904 283,586 

That  is  the  expenses,  as  distinguished  from  the  amounts  paid 
to  policyholders.  I  will  read  the  amount  of  new  business  written 
during  the  same  period : 

1899    $6,859,000 

1900   5,366,326 

1901    ■. 8,229,167 

1902    5,427,338 

1903    3,752,054 

1904    4,582,272 

MILES  M.  DAWSON,  resumed. 

BY  ME.  HUGHES: 

Q.  Have  you  computed  the  net  earnings  of  the  Bankers'  Life 
Insurance  Conrpany  from  the  reports  for  the  years  1899  to  1904 
inclusive?    A.  Yes,  sir,  I  have. 
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Q.  Is  this  a  correct  statement  (handing  pape^)?  A.  I  think 
it  is. 

ME.  HUGHES:    I  will  read  it. 

1900    $95,501 

1901    33,290 

1902  a  loss  of 25,528 

1903  a  loss  of 49,715 

1904    58,655 

Q.  Have  you  made  a  comparison  of  the  valuation  of  the  poli- 
cies of  the  Bankers'  Life  Insurance  Company  by  the  Insurance 
Department  of  Massachusetts  under  its  method  of  dealing  with 
preliminary  term  policies  as  compared  with  the  valuation  of  the 
same  policies  in  New  York?  A.  I  can  give  an  explanation  of 
that,  too.     I  have. 

Q.  Is  that  a  correct  statement  of  it  (handing  paper)?  A.  Yes, 
sir,   it  is. 

Q.  Please  state  it  upon  the  record?  A.  New  York,  the  policies 
valued  as  written,  being  on  the  modified  or  non-discriminating 
preliminary  term  plan,  as  to-certain  of  the  policies,  $1,182,876; 
Massachusetts,  all  policies  valued  as  preliminary  term  for  the 
whole  first  premium,  all  plans  under  the  provisions  of  the 
Dewey  Law,  $173,842;  larger  reserves  charged  by  New  York, 
$109,992. 

Q.  What  is  the  explanation  of  that?  A.  The  policies  issued 
by  the  Bankers'  Life  Insurance  Company  from  1899  to  1902 
were  on  the  modified  preliminary  term  plan,  which  means  that 
they  had  but  one  preliminary  term  rate,  equivalent  to  the  or- 
dinary life  rate  after  the  first  year;  and  that  all  the  additional 
premiums  on  limited  payment  and  endowment  policies  were 
guaranteed  to  be  returned  as  a  cash  value  if  called  for  in  ad- 
dition to  the  ordinary  life  reserves  and  was  put  up  in  the  reserves. 
The  New  York  Department  valued  these  policies  as  they  were 
written,  charging  proper  reserves.  The  Massachusetts  Depart- 
ment disregarded  the  terms  of  these  contracts  and  valued  them 
as  if  the  whole  first  premium  had  been  made  term  insurance. 

Q.  You  referred  in  your  statement  to  the  Dewey  Law  in 
Massachusetts.  What  was  that  law?  A.  The  Dewey  Law  was 
passed,  I  think,  in  1897  and  provided  that  certain  companies, 
some  of  them  domiciled  in  Massachusetts,  and  others  already  doing 
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business  in  that  State,  should  be  given  the  privilege  of  having 
tlieir  policies  valued  for  five  yeara  as  preliminary  term.  That  law 
was  afterward  renewed  for  three  years  as  applying  to  those  same 
companies. 

Q.  Did  the  Bankers'  Life  Insurance  Company  come  ujider  that 
law?     A.  It  did. 

-  Q.  And  it  secured  the  advantage  of  that  valuation?     A.  It  se- 
cured the  advantage  of  that  valuation. 

Q.  Are  there  any  other  New  York  companies  under  that  law 
that  you  know  of?     A.  The  Mutual  Reserve. 

Q.  How  about  the  Security  Mutual?  A.  The  Security  Mutual 
was  entitled  to  the  provisions  of  the  law,  but  by  being  qualified 
by  making  out  its  report  under  a  different  form,  the  ruling  of 
the  Department  put  it  under  the  regular  old  line  law  as  to  valua^ 
tion  in  that  State. 

Q.  Does  a  company,  which  is  an  assessment  company  and  which 
was  not  doing  business  in  Massachusetts  at  the  time  of  the  Dewey 
Law  come  under  its  provisions?  A.  No  further  companies  except 
those  then  doing  business  have  ever  been  admitted  to  the  ad- 
vantages of  the  law. 

Q.  What  is  the  difference  in  the  valuation  in  Massachusetts 
under  the  Dewey  Law  and  outside  of  it?  A.  Outside  of  it  they 
value  policies  without  regard  to  how  they  are  written,  as  if  they 
are  not  preliminary  terms.  Under  it  they  value  the  policies  as 
preliminary  terms  without  regard  to  how  they  are  written. 

HOWARD  K.  STOKES,  resumed: 

BY  MR.  HUaHES: 

Q.  Since  the  report  to  the  Department  under  date  of  March  13, 
1!)05,  have  you  made  any  changes  in  the  amounts  paid  for  getting 
business?-   A.  Since  March  13,  1905? 

Q.  Since  the  date  of  this  report  of  Chief  Examiner  Vanderpoel  . 
to  the  Insurance  Department.     A.  No,  sir. 

Q.  Your  efforts  to  come  within  your  loading  have  been  to  the 
extent  mentioned  in  the  cutting  down  of  salaries?     A.  Yes. 

Q.  And  office  expenses?     A.  Yes,  sir. 

Q.  I  think  you  did  mention  the  matter  of  advances  to  agents. 
To  what  extent  have  you  reduced  your  advances  to  agents?  A. 
They  have  been  reduced  from  about  eight  hundred  dollars  a  week 
to  about  two  hundred  and  fifty. 
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Q.  How  did  that  leave  the  outstanding  agents'  balances  at  the 
present  time. as  compared  with  last  December?  A.  I  think  thej 
are  just  .about  the  same  as  they  were  last  December. 

Q.  I  notice  an  investment  of  May  last,  Pere  Marquette  Eail- 
road  Consolidated  Mortgage.  Who  authorized  that  investment'; 
A.  The  Finance  Committee. 

Q.  Who  were  on  your  Finance  Committee?  A.  William 
Scheerer,  Mr.  William  B.  Eeed,  John  G.  Hanrahan,  Alva  Trow- 
bridge; I  think  there  is  one  other,  whose  name  I  do  not  just  nov>' 
recall. 

0.   Are  you  on  the  Finance  Committee?     A.  No,  sir. 

Q.  Did  you  have  anything  to  do  with  the  matter  of  this  invest- 
ment I  refer  to  ?  A.  ISTo,  sir,  except  making  the  purchase  at  the 
recommendation  of  the  Committee. 

Q.  Do  you  know  what  efforts  the  Committee  made  to  ascertain 
with  regard  to  the  propriety  of  such  a  purchase?  A.  There  was 
one  other  member  of  the  Committee  I  would  like  to  suggest,  Andrew 
T.  Sullivan.  They  consulted,  I  think,  among  themselves,  as  to  the 
value  of  it. 

Q.  That  was  a  security  subordinate  to  many  liens  was  it  not  ?  A. 
Yes,  sir. 

Q.  And  it  is  not  in  a  very  fortunate  position  at  present  ?  A.  The 
last  quotation  I  knew  of,  it  showed  a  very  slight  loss. 

Q.  Are  you  prepared  to  furnish  any  reasons  for  justifying  that 
investment  at  that  time  ?  A.  Nothing,  except  that  the  Committee 
thought  it  was  a  good  investment. 

Q.  Did  they  look  up  the  data  upon  the  subject  at  all ;  did  they 
make  any  examinations  to  ascertain  the  condition  of  the  property 
and  prior  liens  upon  it  ?    A.  JSTo,  sir,  I  think  not. 

Q.  Has  a  receiver  recently  been  apointed  ?  A.  Not  that  I  know 
of.  That  road  is  one  of  the  roads  connected  with  the  Cincinnati, 
Hamilton  &  Dayton.  The  receivership,  as  I  understand  it,  does 
not  apply  to  the  Pere  Marquette,  only  to  the  Cincinnati,  Hamilton 
&  Dayton. 

THE  WITNESS :  I  would  like  to  add  in  regard  to  the  Pere 
Marquette,  the  purchase  of  those  bonds,  that  immediately  upon  the 
disturbance  which  arose  over  the  Cincinnati,  Hamilton  &  Dayton, 
I  secured  from  the  brokers  from  whom  they  werfe  bought  a  guar- 
antee from  them  that  they  would  pay  the  interest  coupons  at  par, 
and  that  they  would  pay  within  three  points  of  the  price  we  paid 

134: 


4258  Legislative  Insurance  Investigation. 

for  them,  so  the  total  loss  to  the  company  in  case  we  closed  tliem 
out  would  be  less  than  three  hundred  dollars. 

JOHN"  rUHKEE,  resumed: 

BY  MR  HUGHES: 

Q.  What  is  book  that  I  now  show  you?  A.  That  is  an  estimate 
for  dividends  made  by  the  agents. 

Q.  Made  by  the  agents?  A.  Well,  I  don't  know,  from  whom  it 
came,  it  has  been  made  by  some  of  the  agents. 

Q.  By  the  agents  of  the  Germania  ?    A.  Yes,  sir. 

Q.  It  has  reference  to  the  expected  results  on  Germania  policies  ? 
A.  Yes,  sir. 

Q.  Have  you  presented  a  statement  of  your  dividend  distribu- 
tion in  1905,  showing  the  actual  results  on  the  policies  issued  ?  A. 
Yes,  sir. 

Q.  That  is  a  correct  statement  ?    A.  Yes,  sir, 

ME.  HUGHES:    I  offer  it  in  evidence. 
(Paper  marked  Exhibit  825.) 

Q.  Now,  according  to  this  book  of  estimates  at  age  thirty  nine, 
the  estimate  of  fifteen  payment  life  on  one  thousand  dollars,  that 
is  the  estimate  of  cash  profits  and  fifteen  year  accumulations,  was 
how  much  per  thousand  dollars?  A.  One  hundred  and  forty-five 
dollars. 

Q.  And  what  was  the  actual  result  on  such  a  policy  at  fifteen 
years,  maturing  in  1905  ?  A.  One  hundred  and  two  dollars  and 
thirty  three  cents. 

Q.  Now,  take  the  case  of  an  ordinary  life  policy  with  a  fifteen 
year  accumulation,  the  estimate  according  to  this  book  at  age 
fifty-four  is  what?    A.  Two  hundred  and  twenty-three  dollars. 

Q.  And  what  was  the  actual  result  in  1905  ?  A.  One  hundred 
and  fifty-four  dollars. 

Q.  Life  fifteen  year  period  ?    A.  That  is  in  1904. 

Q.  Well,  what  was  the  actual  result  in  1905,  age  fifty-four,  life 
fifteen  year  period?     A.  That  is  in  1904. 

Q.  Well,  the  result  in  1904  ?    A.  $114.72. 

ME.  HUGHES:  I  will  have  this  book  marked  for  identifi- 
cation. 
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(Book  marked  Exhibit  826  for  identification.) 

Q.  In  each  case  the  figures  yon  have  given  are  on  one  thousand 
dollars  of  insurance?    A.  Yes,  sir. 

FEAE"CIS  HENDEICKS,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES:  '  ' 

Q.  You  are  Superintendent  of  Insurance?    A.  I  am. 

Q.  When  were  you  appointed  Superintendent  ?  A.  I  took  office 
about  the  middle  of  Eebruary,  1900. 

Q.  How  many  are  employed  in  the  office  ?  A.  I  cannot  tell  you 
that. 

Q.  Have  you  furnished  a  complete  list  of  your  office  stafF?  A. 
I  have. 

Q.  Showing  their  salaries  and  the  time  of  their  appointments  ? 
A.  I  have. 

ME.  HUGHES:     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  827.) 

Mr.  Hughes  then  read  Exhibit  ISTo.  827. 

Q.  I  assume  that  that  last  is  the  compensation  for  each  of  the 
appraisers  named?    A.  Yes. 

Q.  What  is  the  total  amount,  or  what  was  the  total  amount 
expended  by  yonr  department  in  1904?  A.  Is  the  report  here? 
I  think  about  $137,000  —  I  think  it  is  about  $137,000. 

Q.  About  $137,000.  What  amount  was  received  in  fees  or  in 
payments  upon  examinations  and  turned  over  to  the  State  ?  A.  In 
fees  and  examinations  and  all  ? 

Q.  Yes.     A.  $281,726.95. 

Q.  And  that  amount  was  turned  over  to  the  State  Treasurer  ? 
A.  Yes,  that  is,  that  amownt  was  turned  over  to  the  State  Treas- 
urer —  that  is  right.    All  of  our  fees  go  into  the  State  Treasury. 

Q.  Well,  are  we  to  understand  that  your  department  disbursed 
in  all  last  year  $137,000  approximately,  and  received  in  all  $281,- 
726  approximately,  which  latter  mount  was  turned  over  to  the 
State  Treasurer?  A.  Yes;  the  $281,000  was  paid  out.  We  only 
paid  over  our  appropriations. 

Q.  It  would  appear  from  this  list  that  you  furnished  that  dur- 
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ing  your  term  of  office  you  have  appointed  only  three  examiners  ? 
A.  I  think  that  is  all. 

Q.  Mr.  A.  S.  Martin,  Mr.  F.  Bulkley,  Mr.  C.  H.  Gardiner. 
Did  those  appointees  take  the  places  of  others  who  resigned  or 
were  they  additions  to  the  working  force  of  the  Department  ?  A, 
They  took  the  place  of  those  that  had  resigned  or  died. 

Q.  And  who  have  gone  out  of  office — ^I  refer  to  examiners — 
during  your  incumbency  ?  A.  I  can  get  you  that  information,  but 
I  cannot  give  it  to  you  now. 

Q.  Cannot  give  it  offhand?  A  jSTumber?  A.  I  think  our  ex- 
amining force  is  eight  less  than  Avhen  I  got  into  office. 

Q.  Eight  less  ?  A.  I  think  so.  Perhaps  Mr.  Vanderpoel  could 
tell  me  just  what  amount,  but  I  think  it  is  seven  or  eight,  I  think. 
Am  I  right? 

Q.  On  January  5th,  1903,  you  appointed  Mr.  A.  S.  Martin. 
What  was  his  residence?    A.  City  of  New  York. 

Q.  Who  recommended  him  for  appointment?  A.  Well,  I  am 
not  quite  sure,  but  I  am  inclined  to  think  he  had  a  number  of 
recommendations. 

Q.  ^id  he  have  any  recommendations  from  people  connected 
with  insurance  companies?    A.  I  think  not. 

Q.  Had  he  been  connected  with  any  insurance  company  ?  A.  I 
think  not. 

Q.  Where  did  Mr.  Frank  Bulkley  live  ?  A.  I  don't  know,  here 
in  the  city. 

Q.  New  York  City?     A.  Yes. 

Q.  Who  recommended  him  for  appointment?  A.  I  cannot 
tell  you  that. 

Q.  Was  he  recommended  by  anyone  connected  with  any  insur- 
ance company?    A.  I  think  not. 

Q.  Mr.  C.  H.  Gardiner's  residence  was  there  ?  A.  I  think  ho 
is  New  York  City. 

Q.  What  has  been  Mr.  Bulkley's  business  prior  to  his  appoint- 
ment?   A.  I  cannot  tell  you  that. 

Q.  How  did  you  come  to  appoint  him  ?  A.  From  recommenda- 
tions. 

Q.  Had  you  know. him  previously?  A.  No,  but  I  sent  for  him, 
and  he  was  appointed  on  approbation;  that  is,  if  he  was  equal  to 
the  work  he  was  to  stay,  otherwise  not.  The  first  name  there,  Mr. 
Martin,  I  will  say  I  should  think  among  the  other  recommenda- 
tions for  Mr.  Martin's  appointment  was  Senator  Piatt  —  that  J> 
my  recollection  of  that. 
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Q.  Do  you  recall  who  recommended  Mr.  Bulkley  ?  A.  No,  I 
do  not. 

Q.  Or  Mr.  Gardiner?  A.  Yes,  I  recollect  who  recommended 
Mr.  Gardiner  —  Mr.  Graham  recommended  Mr.  Gardiner. 

Q.  Had  you  any  previotis  acquaintance  with  Mr.  Gardiner? 
A.  No. 

Q.  Do  you  know  what  his  business  had  been  previously?  A. 
"Well,  I  think  he  had  been  connected — as  I  said  before,  with  no 
life  insurance — I  think  he  had  been  connected  with  either  the 
Home  Insurance  Eire  Comjjany — no,  I  think  he  had  been  with 
Weed  &  Kennedy. 

Q.  Has  his  work  been  exclusively  in  connection  with  fire  insur- 
ance matters  ?     A,  Yes,  exclusively. 

Q.  Had  Mr.  Martin's  been  in  connection  with  life  or  fire?  A. 
I  don't  think  he  had  heretofore,  with  either. 

Q.  During  his  work  in  your  department  has  Mr.  Gardiner  been 
connected  with  matters  pertaining  to  fire  insurance  companies  ex- 
clusively?    A.  Both,  I  think. 

Q.  Both  life  and  fire?  A.  Mr.  Vanderpoel  will  have  to  answer 
that. 

Q.  Is  there  a  division  in  your  department  so  that  certain  of  the 
examiners  devoted  their  attention  to  one  kind  of  insurance  com- 
panies, and  others  to  another  kind  ?    A.  I  think  not. 

Q.  Then  all  your  examiners  at  one  time  devoted  their  attention 
to  one  kind  of  insurance,  and  at  other  times  to  another  ?    A.  Yes. 

Q.  Who  recommended  the  appointment  of  the  appraisers  ap- 
pointed by  you?  I  refer  to  Mr.  William  Cowey,  Mr.  G.  H. 
Mowry  and  Mr.  W.  G.  Taggart?  A.  Two  of  those  appraisers  are 
my  own  appointees — my  personal  appointees. 

Q.  Those  two  are  whom  ?     A.  Mr.  Cowey  and  Mr.  Mowry. 

Q.  And  who  recommended  the  appointment  of  Mr.  Taggart? 
A.  I  think  Governor  Odell  did. 

Q.  Where  does  Mr.  Taggart  reside?     A.  I  think  at  Newburg. 

Q.  Has  he'had  any  relation  M'ith  any  insurance  company?  A. 
Not  as  far  as  I  know  of.  I  think  he  had  been  County  Clerk  of 
that  County. 

Q.  It  would  appear  that  you  have  appointed  here  one  assistant 
actuary  during  your  term  of  office,  Mr.  Robert  D.  Kennedy? 
A.  Two,  I  think. 

Q.  Two?     A.  Yes. 

Q.  IMr.  Heath  is  put  doAvn  as  a  clerk?  A.  They  all  workecj — ■ 
Ihe  clerks*  worked  i»  the  actuary's  room. 
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Q.  Mr.  Robert  D.  Kennedy  is  assistant  actuary,  and  Mr. 
Charles  E.  Heath,  who  I  understand  works  in  the  actuary's  room  ? 
A.  Both  of  them. 

Q.  Who  recommended  their  appointment  ?  A.  They  are  Civil 
Service  appointments. 

Q.  Mr.  Frank  Clifford  Willis,  Jr.,  clerk,  appears  to  have  been 
appointed  by  you.  How  did  that  appointment  happen  to  be 
made?     A.  That  is  Civil  Service. 

Q.  Are  there  any  other  appointments  made  by  you  that  are  out- 
side of  the  Civil  Service  Law  than  those  that  have  been  named? 
A.  Yes. 

Q.  What  are  they?  A.  Mr.  Shanahan,  my  deputy  was  outside 
of  the  Civil  Service. 

Q.  Yes,  and  was  that  a  personal  appointment?     A.  Yes,  sir. 

Q.  ISTot  upon  anyone's  recommendation?     A.  No. 

Q.  Anyone  connected  with  any  insurance  company?  A.  No, 
sir. 

Q.  Had  he  been  in  the  insurance  business  ?    A.  No,  sir. 

Q.  Are  there  any  other  appointments  outside  of  the  Civil  Ser- 
vice ?    A.  Yes,  the  next  one  is  Miss  Hendricks. 

Q.  Miss  iKate  Hendricks,  Confidential  Clerk?  A.  Stenog- 
rapher. 

Q.  That  is  a  personal  appointment  without  anyone's  recom- 
mendation?   A.  Yes.     There  is  more,  I  think. 

Q.  If  you  will  go  on  and  complete  the  statement.  A.  John  T. 
Wilkin,  Cashier  and  Tax  Clerk. 

Q.  Are  those  personal  appointments?  A.  That  is  a  personal 
appointment,  yes. 

Q.  Now,  we  have  mentioned  the  names  of  all  who  have  been 
appointed  by  you,  I  believe  ?    A.  Yes. 

Q.  The  rest  of  your  staff  has  been  continued  ?    A.  Yes. 

Q.  Now,  when  you  came  into  office  did  you  make  any  inquiry 
to  ascertain  what  the  aiRliations  of  any  members  of  your  staff  had 
been  with  insurance  companies  ?  A.  Well,  I  am  not  sure  that  I 
did  right  away. 

Q.  Have  you  since  that  time  ?    A.  I  did  later. 

Q.  Have  you  come  to  any  results  in  your  examination?  A. 
Why,  I  have  only  found  one  man  that  I  had  upon  my  staff  early, 
that  had  some  aifiliations  with  an  insurance  company. 

Q.  Who  was  he  ?    A.  That  was  Mr.  Buckley. 

Q.  William  H.  Buckley?  How  long  was  he  on  your  staff? 
A.  A  year,  I  think. 
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Q.  And  when  did  he  leave  the  Department?    A.  Early  in  1891. 

Q.   1901?    A.  1901,  yes. 

Q.  With  what  company  had  he  been  connected?  A.  I  am  in- 
clined to  think — I  cannot  tell  yon  he  was  connected  with  any  com- 
pany— I  don't  think  he  was. 

Q.  But  apart  from  any  direct  connection,  yon  understood  he  had 
some  relations  with  some  company?    A.  Yes. 

Q.  Has  he  since  his  retirement  from  the  Department  appeared 
before  the  Department  as  an  attorney?  A.  I  think  he  has  in 
one  case. 

Q.  Only  in  one  case  ?    A.  So  far  as  I  know. 

Q.  And  that  means  appearing  before  you  as  Superintendent? 
A.  Yes. 

Q.  And  when  was  that  ?    A.  Sometime  within  the  last  year. 

Q.  What  was  the  case  ?  A.  He  made  an  application  for  the 
admission  of  a  life  company. 

Q.  To  be  allowed  to  do  business  in  the  State?    A.  Yes. 

Q.  What  life  company  was  that?  A.  Mr.  Appleton — what 
was  that? 

ME.  APPLETON:   The  Prussian  Life. 

Q.  Oh,  the  Prussian  Life — ^Mr.  Buckley  represented  that,  did 
he?     A.   Yes. 

Q.  And  they  were  admitted?  A.  Yes.  He  may  have  ap- 
peared for  something  else,  but  I  don't  recollect  him. 

Q.  Not  brought  to  your  personal  attention?  A.  Oh,  well, 
my  memory  is  treacherous;  it  might  have  been  brought  to  my 
personal  attention,  but  I  don't  recollect  of  it  now. 

Q.  Your  mention  of  the  Prussian  Life  brings  a  matter  to  my 
recollection  which  we  may  at  this  moment  take  up.  I  refer  to 
the  following  provision.  Section  33  of  the  Insurance  Law,: 

"  Whenever  it  shall  appear  to  the  Superintendent  of  Insur- 
ance that  permission  to  transact  business  in  any  foreign  country 
is  refused  to  a  company  organized  under  the  laws  of  this  State, 
after  a  certificate  of  solvency  and  good  management  of  such 
company  has  been  issued  to  it  by  the  said  Superintendent,  and 
after  such  company  has  complied  with  any  reasonable  laws  of 
such  foreign  country,  requiring  in  deposits  of  money  dr-  secur- 
ities with  the  Government  of  such  company,  then  and  in  every 
such  case  the  Superintendent  shall  forthwith  cancel  the  authority 
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of  every  company  organized  under  the  laws  of  such  foreign  Gov- 
ernment and  licensed  to  do  business  in  this  State,  and  shall  refuse 
a  certificate  of  authority  to  every  such  company  thereafter  apply- 
ing to  him  for  authority  to  do  business  in  this  State,  until  his 
certificate  shall  have  been  duly  recognized  by  the  Government 
of  such  country." 

Do  you  recall  the  circumstances  attending  the  passage  of  that 
measure,  or  was  it  before  you  were  connected  with  the  Depart- 
ment?    A.  Before  I  was  connected  with  the  Department. 

Q.  Have  you  learned  of  the  reason  for  the  passage  of  that 
act  from  anyone?    A.  I  have  not. 

Q.  Is  there  any  other  Prussian  company  doing  business  in  this 
State,  or  that  has  applied  for  license  to  do  business  in  this  State 
during  your  incumbency,  other  than  the  Prussian  Life?  A.  I 
don't  think  so. 

Q.  Were  you  aware,  at  the  time  the  Prussian  Life  applied  for 
permission  to  do  business  in  this  State,  that  there  were  companies 
organized  under  the  laws  of  this  State  who  had  certificates  of 
solvency  and  good  management,  from  you,  which  were  not  per- 
mitted to  do  business  in  Prussia?  A.  Why,  no,  I  do  not,  not  if 
they  complied  with  the  laws  of  Prussia. 

Q.  Has  the  question  been  raised  with  you  as  to  the  propriety 
of  your  exercising  your  power  under  the  Section  33  of  the  law, 
at  all,  by  any  company  ?    A.  jSTo,  it  has  not. 

Q.  And  the  fact  that  companies  of  New  York  had  been  ex- 
cluded from  business  in  Prussia,  although  they  had  certificates 
of  solvency  and  good  management,  and  were  ready  to  comply 
with  the  reasonable  laws  of  the  foreign  country,  requiring  de- 
posits of  money  or  securities  with  the  Government  of  such  coun- 
try, had  not  been  brought  ofiicially  to  your  attention?  A.  jSTo, 
but  I  understand  that  whenever  any  of  our  companies  complied 
with  the  laws  of  Prussia  they  are  to  be  admitted. 

Q.  Yes,  of  course;  on  that  understanding,  legislation  of  this 
sort  would  not  be  at  all  required,  because  if  they  complied  with 
the  laws  of  the  foreign  country  it  is  hardly  necessary  for  thii 
suggested  retaliation  in  order  to  procure  the  privilege  to  do  busi- 
ness, but  the  point  of  this  statute  was  that  if  the  Superintendent 
of  Insurance  certified  that  a  New  York  company  was  solvent  and 
well  managed  and  that  New  York  company  was  ready  to  put  up 
money  or  securities  required  by  the  foreign  Government,  and 
then  the  foreign  Government  did  not  allow  it  to  do  business,  the 
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Superintendent  of  Insurance  was  bound  to  exclude  from  the  State 
of  ISTew  York  any  company  chartered  by  that  foreign  Govern- 
ment? Now,  did  you  refer  the  question  of  the  admission  of  the 
Prussian  Life  to  do  business  here  to  the  Attorney  General?  A. 
1  did. 

Q.  Did  you  receive  an  opinion  from  him  upon  that?    A.  I  did. 

Q.  I  should  be  glad  to  see  the  opinion.  Have  you  got  it  in 
your  files  (to  Mr.  Appleton)  ? 

THE  WITNESS:  I  referred  the  cliarter  of  that  company  to 
the  Attorney  General,  as  required  under  the  section. 

Q.  Did  you  request  any  opinion  from  the  Attorney  General 
as  to  whether  the  provisions  of  this  section  were  -mandatory? 
A.  No. 

Q.  Now,  isn't  it  a  fact,  Mr.  Hendricks,  that  certain  insurance 
companies  having  procured  the  enactment  of  that  legislation  Avhen 
they  came  to  the  time  to  enforce  it  by  asking  you  for  a  mandatory 
action,  did  not  do  so?     A.  No. 

Q.  Did  not  care  to  raise  the  question?  A.  Well,  I  know  they 
did  not  raise  the  question  there. 

Q.  So  that  the  fact  of  the  exclusion  upon  the  terms  stated  or 
under  the  conditions  stated  in  the  statute  were  not  brought  before 
you  officially  to  compel  your  action  under  the  law  —  that  is  the 
real  situation,  isn't  it?     A.  Yes. 

Q.  And  we  have  injected  here  into  the  statute  regulating  in- 
surance companies  a  provision  of  law  which  no  serioixs  attempt 
has  ever  been  made  to  enforce?     A.  Yes. 

Q.  And  there  is  no  doubt  but  what  that  statute  was  enacted 
with  special  reference  to  the  Prussian  situation,  is  there?  A. 
That  is  right. 

Q.  Now,  passing,  that,  which  was  suggested  by  the  retainer 
of  Mr.  Buckley  in  connection  with  the  Prussian  company,  and 
coming  again  to  the  circumstance  of  Mr.  Buckley's  appearances, 
what  was  there  about  the  Prussian  Life  application  which  re- 
quired the  retainer  of  counsel?  A.  Simply  brought  the  appli- 
cation there. 

Q.  There  was  no  opposition?     A.  No  opposition. 

Q.  Now,  it  would  be  of  assistance  to  the  Committee,  Mr.  Hen- 
dricks, if  you  would  state  briefly  what  in  practice  you  have  re- 
c^arded  as  the  duties  of  the  Superintendent  of  Insurance  utidcr  the 
law?     A.  I  don't  know  whether  I  can  state  that  fully. 
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Q.  Well,  I  am  referring  now  not  to  any  question  of  theory  or 
statutory  construction,  but  what  in  practice  you  have  regarded 
as  the  fair  limits  of  your  duties?  A.  Well,  first,  the  admission 
of  companies,  as  to  whether  they  have  complied  with  the  statute 
and  made  the  necessary  deposits,  in  which  case  we  always  make 
an  examination  as  to  whether  they  do  or  not. 

Q.  You  are  now  referring  to  companies  chartered  under  the 
laws  of  other  States  or  countries?  A.  Yes,  and  the  same  is  true 
as  to  companies  making  application  to  do  business  —  domestic 
companies. 

Q.  That  is,  companies  that  are  about  to  organize  and  who 
present  their  certificates  or  charters  to  you  for  approval?  A. 
Yes;  they  are  referred  to  the  Attorney  General,  and  when  they 
are  reported  to  be  as  in  legal  form,  we  send  our  examiners  down 
and  see  that  they  have  the  necessary  funds,  and  then  they  are 
required  to  make  the  necessary  deposits  or  otherwise. 

Q.  Well,  what,  apart  from  the  beginning  of  business  —  take 
growing  concerns  —  what  do  you  do  with  reference  to  them?  A. 
Concerns  that  are  growing? 

Q.  Yes.     A.  We  require  a  report  annually. 

Q.  Yes,  and  what  else?  A.  See  that  they  comply  with  the 
laws  so  far  as  —  see  that  they  comply  with  the  statutes  regulat- 
ing their  investments  and  manner  of  doing  business. 

Q.  Do  you  examine  them  from  time  to  time  ?    A.  Yes. 

Q.  What  governs  you  in  determining  whether  or  not  you  will 
subject  a  company  to  examination  ?  A.  An  examination  of  their 
report  to  see  whether  it  is  necessary  in  order  to  ascertain  their 
solvency. 

Q.  Then  you  are  governed  by  what  is  presented  in  their  an- 
nual statement?    A.  "Very  largely. 

Q.  And  if  you  think  there  are  matters  there  requiring  further 
attention  you  investigate.    A.  Yes. 

Q.  And  if  you  think  on  investigation  that  a  full  examination 
should  be  had  you  have  a  full  examination  ?    A.  Yes. 

Q.  I  have  asked  you  to  prepare  a  statement  of  the  number 
of  the  examinations  that  have  been  made  by  the  Department  in 
the  years  January  1,  1895  to  December  1,  1905.  Is  this  the 
complete  statement?     A.  Complete  statement,  I  think. 

MK.  HUGHES :  I  will  offer  it  in  evidence. 

THE  WITNESS:  Of  life  companies. 
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ME.  HUGHES :  Of  life  companies,  yes. 

Paper  marked  Exhibit  828  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  What  effort  did  you  make  or  do  you  make  to  ascertain  the 
nature  of  the  circulars  or  advertising  matter  sent  out  by  the  various 
companies?  A.  I  do  not  think  I  have  ever  made  any  effort  to 
find  out. 

Q.  Do  you  make  any  requirements  that  the  companies  should 
furnish  you  with  specimens  of  vphat  they  call  their  literature?  A. 
I  do  not  think  so. 

Q.  Has  it  been  the  practice  of  the  Department  to  make  any 
inquiry  for  the  purpose  of  protecting  the  people  from  deceptive 
statements  in  the  form  of  circulars  issued  by  insurance  companies  ? 
A.  I  have  no  recollection  of  it. 

Q.  You  understand  Mr.  Hendricks,  do  you  not,  that  you  have 
authority  under  the  lav?  to  require  in  the  statements  furnished 
you  by  the  various  companies  a  statement  of  the  circulars  which 
they  send  or  the  representations  which  they  make  in  order  to 
procure  insurance  ?    A.  My  attention  has  never  been  called  to  it. 

Q.  It  is  fair  to  suggest  that  you  have  in  regard  to  that  fol- 
lowed the  traditions  of  the  Department  ?    A.  I  have. 

Q.  But  as  you  understand  it  you  have  absolute  authority  to 
require  any  insurance  company  to  give  you  any  information 
that  you  wish  regarding  the  conduct  of  their  business?  A.  I 
think  that  is  true. 

Q.  You  have  in  connection  with  the  examinations  conducted 
by  your  department  had  largely  in  view  the  question  of  solvency 
of  the  companies?     A.  Altogether. 

Q.  That  is,  to  determine  whether  they  maintain  the  reserves 
required  by  law  and  whether  they  were  in  a  positfbo  to  fulfill  the 
contracts  in  which  they  have  entered  ?    A.  That  is  true. 

Q.  You  have  also  been  aware  of  another  function  of  your  de- 
partment, and  that  was  to  acquire  information  regarding  the 
affairs  and  practices  of  insurance  companies  in  order  that  the 
same  might  be  transmitted  to  the  Legislature  in  your  report? 
A.  Yes. 

Q.  That  is  one  of  the  reasons  why  you  are  clothed  with  ample 
power  to  require  information  as  to  the  condition  and  practices  of 
companies  so  that  you  may  in  your  report  adviae  the  Legis- 
lature of  the  situation?     A.  Yes. 


■1268  Lcgislallve  Insurance  Investigation. 

Q.  And  to  that  end  you  may  send  for  persons  and  papers; 
you  may  require  an  examination  of  books;  you  may  examine 
■witnesses,  or  take  any  proceeding  in  reference  to  the  company, 
its  documents,  books,  officers  and  employees  you  may  think 
necessary  in  order  to  procure  the  information?  A.  I  under- 
stand it  only  as  to  the  employees  of  the  company. 

Q  Yes.  You  do  not  understand  that  you  have  a  right  to 
call  A,  B  ,  C  and  D,  Avho  have  no  connection  with  the  companies, 
to  tell  what  they  know  about  the  insurance  business?     A.  No. 

Q.  But  so  far  as  the  companies  themselves  a.re  concerned, 
their  officers,  employees,  books,  records,  literature  and 
policies,  you  are  in  a  position  to  get  full  information  regarding  all 
the  details  of  their  business  and  report  it  to  the  Legislature?  A, 
Yes. 

Q.  Have  you  taken  any  action  in  order  to  procure  information 
as  to  the  estimates  given  out  by  companies  in  regard  to  terms, 
which  they  expect  will  be  made  upon  different  forms  of  policies? 
A.  I  have  not. 

Q.  Have  you  made  any  comparison  or  required  through  yonr 
actuaries  any  comparison  of  actual  results  with  estimates  fur- 
nished by  companies?  A.  I  have  never  required  it.  I  may  have 
made  it. 

Q.  Have  you  t^en  any  steps  to  have  the  department  in- 
formed as  to  the  nature  of  the  policies  written?     A.  Oh,  yes. 

Q.  Do  you  mean  the  various  kinds  of  policies?    A.  I  think  so. 

Q.  The  multiplication  of  forms?     A.  Yes. 

Q.  The  use  of  designations  and  so  forth?  A.  I  think  they  are 
all  filed  in  our  department. 

Q.  You  have  required  the  filing  of  any  policy  which  any  com- 
pany proposes  to  issue?     A.  They  are  all  filed,  I  think. 

Q.  Does  anyone  connected  with  your  office  examine  the  pro- 
visions of  the  policies  with  reference  to  their  lucidity  and  their 
propriety?  A.  I  think  they  are  all  referred  to  our  actuary,  Mr. 
Patterson. 

Q.  Do  you  exercise  the  veto  power  over  the  issue  of  policies  by 
giving  or  withholding  your  approval  of  various  forms?  A.  I  do 
not  think — we  have,  but  we  have  never  exercised  it,  I  think. 

Q.  With  regard  to  that,  you  ask  for  the  production  of  the 
policy  forms?     A.  Yes. 

Q.  If  you  see  anything  in  those  policy  forms  to  criticise  you 
bring  it  to  the  attention  of  the  companies?     A.  "We  do. 
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Q.  So  that  the  companies  assume  in  the  absence  of  objection 
that  tlie  policy  forms  tbey  are  using  are  satisfactory  to  the  depart- 
ment?    A.  T  think  that  is  right. 

Q.  How  careful  has  the  department- bpen  in  examining  these 
forms  and  determining  whether  a  wayfaring  man,  not  absolutely 
destitute  of  common  sense,  is  able  to  understand  the  contra  t 
made  with  him  as  a  policyholder?  A.  I  think  Mr.  Patterson  has 
examined  all  of  them  and  passed  upon  them;  that  is  my  under- 
standing, I  may  be  wrong  about  it. 

Q.  We  have  had  before  us  here  a  large  number  of  policy 
forms,  and  some  very  ambiguous  and  doubtful  provision^.  A. 
They  are  misleading,  I  think. 

Q.  And  misleading.  And  I  want  to  get  at  simply  the  prac- 
tice of  the  department,  not  confined  to  your  own  operations  sim- 
ply, but  what  is  done  to  protect  the  people  as  to  the  forms  of 
policies.     Can  you  state  fully?     A.  I  cannot. 

BY  THE  CHAIRMAN: 

Q.  There  is  some  one  in  your  department  who  can  give  that 
information,  I  assume?  A.  "Well,  I  should  think,  Mr.  Patterson 
or  Mr.  Appleton  could  answer  that. 

Q.  Mr.  Patterson  or  Mr.  Appleton?     A-  Yes,  sir,  I  think  so. 

— = —  I.      ■  -K.^ 

BY  ME.  HUGHES: 

Q.  You  have  referred  in  your  list  oi  employees  to  Mr.  Hunter 
as  first  deputy.  What  does  Mr.  Hunter  do?  A.  He  has  charge 
of  the  examination  department. 

Q.  And  Mr.  Appleton  is  mentioned  as  second  deputy;  what 
arc  his  duties?     A.  He  has  charge  of  the  ofi3.ce,  sir. 

Q.  Then  would  matters  of  approval  of  j)olicy  forms  and  ex- 
amination of  reports,  and  preparation  of  suggested  amendments 
to  forms  of  reports  come  under  Mr.  Appleton's  department?  A. 
The  examination  of  reports  I  do  not  think  would  come  under 
Mi.  Appleton.     That  would  go  to  our  statistician. 

Q.  The  statistician?     A.  Yes. 

Q.  But  Mr.  Appleton  has  general  charge  of  the  office?  A. 
General  charge  of  the  office,  yes. 

Q.  And  with  the  exception  of  Mr.  Patterson  and  Mr.  Behan  and 
l[r.  Cross  he  is  the  oldest  employee  of  the  office?     A.  I  think  so. 
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BY  THE  CHAIEMAN: 

Q.  Well,  even  in  the  case  of  a  report,  I  presume,  Mr.  Hend- 
ricks, that  the  report  may- be  received  by  whoever  was  in  charge 
of  the  office,  and  referred  to  the  appropriate  officer?  A.  It  would 
go  to  the  statistician. 

Q.  Still  some  one  in  the  office  would  receive  it  and  send  it  to 
the  statistician?     A.  Yes. 

Q.  Who'  would  that  be?  Whoever  opened  the  mail?  A.  I 
should  think  Mr.  Appleton  would  be  the  man  likely  to  do  that. 

BY  ME.  HUGHES: 

Q.  Has  your  department  taken  any  steps  to  ascertain  the  nature 
of  the  contracts  with  agents?     A.  Not  generally. 

Q.  How  has  the  matter  been  handled?  A.  I  think  the  com- 
pany— do  you  mean  the  agencies  of  the  insurance  companies? 

Q.  Yes.     A.  I  think  they  are  handled  by  the  company,  I  think. 

Q.  I  mean  what  action  has  the  department  taken  at  all  in  the 
matter.  You  said  not  generally.  A.  A  few  cases,  I  think,  that 
something  has  been  brought  to  our  attention,  and  we  inquired 
into  it.  Otherwise  not.  We  have  left  that  to  the  management 
of  the  company. 

Q.  Has  the  department  exercised  any  supervision  over  the 
amount  paid  by  the  companies  or  any  of  them  to  general  agents  ? 
A.  I  think  not. 

Q.  The  department  has  been  satisiied  with  the  showing  of 
solvency  ?  A.  Yes ;  or  in  other  words,  we  have  not  undertaken  to 
manage  the  companies. 

Q.  ISTo,  you  have  not  undertaken  to  manage  them,  nor  have 
you  undertaken  to  criticise  their  management.     A  Sometimes. 

Q.  That  is  on  examination  ?  A.  On  the  examinations  made  of 
them. 

Q.  But  suppose  you  did  not  find  that  there  was  danger  of 
insolvency  at  the  time  but  there  were  facts  calling  your  attention 
1o  extravagance  in  management  and  reduction  in  returns  to  policy- 
holders ;  did  you  take  such  matters  under  advisement  ?  A.  Why, 
not  if  the  company  were  absolutely  solvent  and  had  a  large  sur- 
]d1us. 

Q.  Eor  the  purpose  of  advising  the  Legislature  as  to  insurance 
conditions  did  you  endeavor  to  ascertain  whether  apart  from  the 
mere  question  of  solvency  the  companies  were  so  managed  that 
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they  could  give  the  policyholders  the  returns  to  which  they  were 
justly  entitled  ?  A.  Why,  Mr.  Hughes,  I  think  we  have  left  the 
management  of  the  companies  in  the  hands  of  the  officers  of  the 
companies. 

Q.  Well,  is  it  fair  to  say,  Mr.  Hendricks,  that  if  the  department 
was  satisfied  that  a  company  was  solvent  it  paid  virtually  no 
attention  to  the  question  whether  the  management  of  the  company 
was  economical  or  extravagant?  A.  Not  unless  they  were  on  the 
-  —they  were  likely  to  impair  their  solvency. 

Q.  Well,  if  a  company,  for  example,  had  a  surplus  apparently 
of  $40,000,000  or  $50,000,000  then  would  it  make  no  difference 
to  the  department  how  extravagant  its  management  was  ?  A. 
I  do  not  think — since  I  have  been  in  there  I  have  never  attempted 
TO  manage  the  companies.  I  have  believed  that  it  would  not  be 
wise  for  the  State  to  undertake  to  manage  the  companies;  that 
that  must  be  left  to  the  directors  of  the  company,  necessarily. 
And 

Q.  Don't  you  draw  a  distinction  between  the  active  manage- 
ment of  a  company  and  supervision  and  criticism  of  the  manage- 
ment ?     A.  Yes,  I  think  there  might  be. 

Q.  Did  you  understand  that  it  was  your  duty  as  Superintendent 
of  Insurance  if  you  came  across  irregularities  in  management  to 
report  them  to  the  Attorney  General  ?     A.  Yes. 

Q.  Did  you  not  think  it  proper  in  order  that  remedies  might 
be  involved  that  extravagance  or  malversation  of  funds  should  be 
brought  to  the  attention  of  the  proper  officers  of  the  State?  A. 
Yes,  if  we  found  them. 

Q.  But  did  you  look  for  them?  A.  As  I  have  said,  we  have 
never  found  them.  It  would  be  almost  impossible  to  find 
them  if  we  tried  in  any  of  the  large  companies;  that  is  if  the 
Insurance  Department  is  to  undertake  the  management,  the 
only  way  they  could  do  it  in  ray  opinion  would  be  to  have  the 
power  to  appoint  their  officers  and  remove  them  at  will.  I 
do  not  think  we  could  in  any  way  manage  a  company  without. 

Q.  You  do  not  ascribe  then  as  much  virtue  as  some  do  to  pub- 
licity? A.  Why,  I  think  publicity  would  be  helpful.  I  think 
publicity  would  be  helpful. 

Q.  Yes.  A.  But  what  I  am  going  to  say  is  this,  what  you 
have  developed  is  dishonesty  in  these  companies.  ISTow  I  do  not 
believe  that  you  can  make  men  honest  by  any  amount  of  examina- 
tion.    If  you  could,  why  then  the  national  banks,  supei'vision 
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would  make  the  banks.  They  have  two  examinations  a  year  and 
file  reports,  and  yet  the  amount  of  dishonesty  that  is  in  sight  is  a 
good  deal  more  than  you  have  developed  in  this  examination.  The 
trouble  is,  you  know,  in  the  business  morals  of  the  people. 

Q.  It  is  a  great  aid,  however,  to  have  exposure  of  irregularities? 
A.  Oh,  I  think  so.     I  think  that  does  good. 

Q.  You  think  that  almost  every  one  needs  something  of  a 
check?     A.  There  ain't  any  doubt  about  that. 

Q.  And  the  more  likely  it  is  that  concerns  will  be  exposed  to 
the  light  of  day,  the  less  likely  it  is  that  they  will  be  dishonestly 
managed?     A.  Yes,  but,  Mr.  Hughes,  may  I  talk  just  a  minute. 

Q.  Certainly,  I  would  like  to  have  your  views  fully,  Mr.  Hen- 
dricks? A.  Why,  we  will  take  the  Equitable.  Unless  we  had 
had  help  from  the  inside,  we  would  not  have  got  anything;  that 
is  we  could  not  have  got  it  from  the  books,  because  it  was  not 
on  the  books.  We  would  have  had  to  be  mind  readers  to  have 
gotten  it.  If  we  had  gone  through  and  examined  that  company 
as  carefully  as  it  was  possible  to  do  it,  we  would  have  discovered 
very  little  except  that  we  had  inside  information  that  was  helpful. 

Q.  You  do  not  think  that  with  a  power  to  put  officers  and  em- 
ployees on  oath,  with  authority  to  examine  records  and  vouchers, 
with  authority  to  put  in  accountants  and  go  through  the  details 
of  all  accounts,  you  would  be  in  a  position  to  detect  and  expose 
irregularities?     A.  Oh,  some  of  them. 

Q.  Yes.    You  might  not  discover  all.     A.  Oh,  no. 

Q.  That  is  a  limitation  which  we  all  feel.  N^ow,  the  point  I 
was  driving  at  was  this,  that  in  actual  practice,  however  extensive 
your  powers  and  whatever  may  be  thought  of  your  ability  to  use 
them  to  advantage,  you  have  not  gone  beyond  the  question  of 
actual  solvency  unless  some  specific  irregularity  was  brought  to 
your  attention?     A.  Unless  we  discovered  it  in  the  examination. 

Q.  Unless  you  ran  across  it?    A.  In  the  examination. 

Q.  But  you  did  not  specifically  look  for  extravagance  in  man- 
agement apart  from  the  prospect  of  insolvency?  A.  Well,  we 
criticised  them  for  their  extravagance  in  management. 

Q.  Well,  let  us  look  into  matters  in  detail  a  little.  According 
to  your  statement  you  have  examined  the  Mutual  Life  Insurance 
Company  three  times;  in  1895,  in  1899  and  in  1903.  I  am  in- 
formed by  the  Mutual  Life  of  a  payment  to  you  as  Superintendent 
for  the  expenses  of  an  examination  under  date  of  September  24, 
1902,  of  $9,480.12.  Was  there  not  an  examination  in  1902?  A. 
There  was. 
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Q.  I  do  not  see  that  mentioned  on  the  list  that  I  Lave  beeu 
furnished.  There  is  probably  some  error  in  that?  A.  "Well,  tlio 
filing  of  it  was  September  21, 1903. 

Q.  There  apparently  was  another  examination  in  1903,  for 
there  is  a  payment  under  date  of  July  31,  1903,  of  $15,607.30. 
A.  I  think  that  is  the  same  examination,  is  it  not  ? 

Q.  They  are  in  two  different  years. 

MR  APPLETOI^.  May  I  explain  that  to  you? 

MR.  HUGHES:  Certainly.  (Mr.  Hughes  then  consulted  with 
Mr.  Appleton.) 

Q.  It  is  suggested  by  Mr.  Appleton  that  an  examination  will 
sometimes  extend  in  the  case  of  a  large  company  over  a  con- 
siderable period,  and  that  one  branch  of  the  business,  as  for  ex- 
ample, titles,  will  be  examined  at  one  time  and  another  branch, 
such  as  securities  at  another  time,  and  payments  will  be  made  as 
bills  are  rendered  from  time  to  time.  A.  I  think  that  is  so.  This 
was  one  examination. 

Q.  So  this  was  one  examination  stretched  over  a  period  of  two 
years?     A.  Yes. 

Q.  It  appears  that  in  1902  and  1903  the  Mutual  Life  paid  to 
you  as  the  expenses  of  its  examination  about  $30,000.  A.  What- 
ever the  amount  is  there. 

Q.  That  was  a  pretty  full  examination,  was  it  not  ?  A.  We 
thought  it  was. 

Q.  Just  what  did  you  do  in  that  examination  ?  A.  Well,  you 
will  have  to  ask  Mr.  Vanderpoel.     He  made  the  examination. 

Q.  Mr.  Vanderpoel?    A.  Yes. 

Q.  Who  assisted  Mr.  Vanderpoel  in  making  the  examination? 
A.  I  could  not  tell  you  that.     He  takes  his  own  force. 

Q.  And  that  force  is  from  your  staff  ?  A.  That  force  is  from 
my  staff. 

Q.  As  detailed  here?     A.  Yes. 

Q.  Now,  what  do  you  personally,  Mr.  Hendricks,  have  to  do 
with  an  examination  of  that  description?    A.  Nothing. 

Q.  Well,  do  you  advise  with  Mr.  Vanderpoel  during  its  prog- 
ress, does  he  report  to  you  from  time  to  time  what  he  is  dis- 
covering?    A.  Yes,  if  he  is 

Q.  I  mean  aside  from  the  formal  report  at  the  conclusion  ?  A. 
Well,  he  usually  talks  with  me  some  ahout  it. 
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BY  THE  OHAIEMAN: 

Q.  Is  it  your  habit  to  visit  he  N'ew  York  office  of  your  deparfr- 
ment  at  stated  intervals?    A.  Our  department? 

Q.  Yes.     A.     Yes. 

Q.  And  that  is  for  the  purpose  of  consultation,  I  assume, 
with  Mr.- Vanderpoel?    A.  And  Mr.  Hunter,  yes. 

Q.  And  how  frequently  do  you  make  those  visits  on  an  aver- 
age?    A.  Oh,  I  cannot  tell  you  that. 

Q.  As  frequently  as  is  necessary,  I  suppose?    A.  Yes. 

Q.  How  often,  on  an  average,  should  you  say  those  visits 
were  ?    A.  Oh,  perhaps  once  in  two  or  three  weeks. 

BY  ME.  HUGHES: 

Q.  ISTow,  carrying  your  mind  back  to  the  time  of  this  exam- 
ination of  the  Mutual,  which  extended  over  a  year,  what  did 
you  personally  do  in  connection  with  it?  Did  you  go  to  the 
offices  of  the  Mutual  Life  ?    A.  No. 

Q.  Did  you  put  any  of  its  officers  on  oath?    A.  No. 

Q.  Or  any  of  its  employees?    A.  Not  personally. 

Q.  Not  personally.  I  am  referring  now  to  what  you  personally 
did.     A.  I  did  not. 

Q.  Did  you  examine  any  records  or  papers?     A.  Personally? 

Q.  Yes.     A.  No. 

Q  The  whole  matter  was  in  the  charge  of  Mr.  Vanderpoel? 
A.  It  was. 

Q.  And  whatever  examination  was  made  of  papers  or  books 
or  vouchers  ^vas  made  by  hitn  and  his  assistants  under  his 
direction?    A.  It  was. 

Q.  Now  what  in  connection  with  that  examination  was  brought 

to  your  attention  with  reference  to  the  Mutual  Life?     Did  you 

earn  from  Mr.  Vanderpoel  or  from  any  one  connected  with  that 

examination  that  there  was  any  extravagance  in  the  management 

of  the  Mutual  Life  ?    A.  No. 

Q.  What?    A.  No. 

Q.  Did  you  learn  of  the  salaries  paid  to  the  officers  of  the 
Mutual  Life  ?    A.  I  do  not  think  so. 

Q.  Did  you  inquire  into  those  matters?    A.  I  do  not  think  so. 

Q.  Did  you  learn  as  to  the  existence  of  commission  contracts 
with  Charles  II.  Raymond  &  Company  or  with  Robert  H.  Mc- 
Curdy?    A.  No. 
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Q.  And  the  nature  and  amount  of  the  payments  made  undci 
them?    A.  I  did  not. 

Q.  You  had  no  interviews  with  Mr.  Vanderpoel  regarding 
those  matters  ?    A.  No. 

Q.  Did  you  ever  know  Andrew  0.  Eields?  A.  No,  never  seen 
!,iui. 

Q.  Did  YOU  know  that  he  had  any  relation  to  the  Mutual  Life? 
A.  Xever  heard  of  him  until  this  examination. 

Q.  Then  in  Alhany  you  never  came  in  contact  with  him?  A. 
Xo. 

Q.  Did  you  know  of  the  size  of  the  bills  paid  by  the  supply 
department  of  the  Mutual  life?  A.  No,  not  personally.  I  don't 
kno^vv  whether  Mr.  Vanderpoel  knew  it. 

Q.  I  am  talking  of  you  personally.  I  will  examine  Mr.  Van- 
derpoel later.  I  merely  want  to  know  what  you  personally  knew 
about  these  matters?     A.  Not  anything. 

Q.  When  the  report  of  the  Mutual  Life  came  in  at  the  end  of 
the  year  did  you  personally  examine  it?    A.  Yes. 

Q.  Did  you  look  at  the  items  of  disbursements?  A.  It  is  very 
likely;  I  examined  the  reports. 

Q.  Was  not  your  attention  attracted  to  the  fact  that  it  wac 
disbursing  a  great  deal  more  for  advertising,  printing  and  sup- 
plies than  any  other  insurance  company?  A.  My  attention  was 
not  called  to  that. 

Q.  You  did  not  notice  that  yourself?  A.  I  did  not  compare 
it  with  the  others. 

Q.  Is  the  explanation  of  that  the  fact  that  you  were  looking 
to  see  whether  that  great  institution  was  solvent?  A.  Yes,  that 
is  true. 

Q.  And  you  were  not  concerning  yourself  with  the  question 
whether  the  policyholders  of  that  company  were  getting  the  re- 
turns through  economical  management  that  they  were  entitled 
to.  You  did  not  look  at  that  at  all,  did  you  ?  A.  No,  I  did  not 
look  at  that  at  aU. 

Q.  What  led  you,  Mr.  Hendricks  to  put  that  large  part  of 
insurance  conditions  out  of  your  view.  Why  did  you  confine 
yourself  to  the  matter  of  solvency?  A.  Why,  I  went  on  the 
theory  that  what  the  Insurance  Department  ought  to  do  was 
to  see  that  the  companies  were  able  to  pay  their  policy  obliga- 
tions. 

Q.  Did  you  not  understand  that  it  was  a  very  important  duty 
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of  the  Superintendent  of  Insurance  to  collect  data  to  inform 
himself  as  to  conditions  in  order  that  he  might  report  to  the 
Legislature  any  legislation  that  might  be  advisable  or  necessary 
to  correct  abuses?     A.  "Well  I — ^yes. 

Q.  Section  46  of  the  Insurance  Laws  in  connection  with  the 
statement  of  what  you  shall  report  concludes  by  saying  "  Any 
amendment  to  the  Insurance  Law  which  in  his  judgment  may 
be  desirable."  From  time  to  time  you  have  suggested  amend- 
ments?    A.  Yes. 

Q.  And  it  was  as  has  already  been  suggested  in  connection 
with  that  duty  that  you  were  empowered  to  insist  upon  reports 
and  statements  that  you  might  require?  A.  Yes.  Mr.  Hughes, 
I  have  supposed  these  companies  were  very  successfully  man- 
aged, these  great  companies. 

Q.  Well,  was  it  not  really  y»ur  duty  to  find  out  whether  they 
were  or  nor,  and  advise  the  Legislature  if  existing  laws  were 
inadequate  to  enforce  that  management  upon  which  the  policy- 
holder had  a  right  to  depend?     A.  Oh,  possibly. 

Q.  In  other  words,  has  not  the  Insurance  Department  come 
into  a  relation  to  these  matters  which  practically  ignores  the 
function  of  recommending  remedial  legislation  and  being  in  a 
position  through  giving  information  to  the  State  of  protecting 
those  who  are  interested  in  these  institutions?  A.  Well,  I  think 
we  protected  them  as  far  as  their  policy  contracts  were  con- 
cerned. 

Q.  So  far  as  the  sufficiency  of  the  company  to  pay  the  liability 
fixed?     A.  Yes. 

Q.  According  to  the  legal  reserve?     A.  Yes. 

Q.  But  not  with  regard  to  the  returns  which  would  have  been 
made  had  they  had  more  honestly  and  economically  adminis- 
tered? A.  Well,  I  am  tempted  to  say  something,  but  I  guess 
I  won't. 

Q.  Well,  you  can  answer  the  question.  "Not  with  regard  to 
that  part,  you  have  not  sought  to  protect  tEem.  A.  What  I 
was  going — ^I  was  going  to  say  something  which  of  course — but 
I  think  I  won't.    No,  I  have  not  done  that. 

Q.  The  theory  of  the  law  is  in  effect,  that  given  an  insur- 
ance department  collecting  all  the  information  with  regard  to 
insurance  conditions  that  can  be  obtained  from  the  employees 
and  the  officers  and  directors  of  the  company,  and  the  sngges- 
tion  of  remedial  legislation  from  time  to  time,  there,  would  not 
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be  really  any  need  of  a  Legislative  Committee,  would  there?  A. 
"Well,  I  do  not  know  about  that. 

Q.  Unless  it  was  for  the  purpose  of  taking  the  testimony  of 
those  who  were  outside  the  insurance  companies.  But  so  far  as 
the  people  who  were  inside,  and  the  books  and  papers,  there  is  no 
reason  why  the  Insurance  Superintendent  should  not  do  the  same 
work  at  his  leisure  which  we  are  doing  under  pressure  ?  A.  May 
I  make  a  statement,  Mr.  Hughes? 

Q.  Certainly,  Mr.  Hendricks.  A.  If  the  Insurance  Depart- 
ment was  to  take  one  of  these  great  companies  and  examine  them 
as  to  their  management  he  would  have  to  go  through  every  letter 
that  they  had  written;  he  would  have  to  examine  every  record 
there  was  there.  I  do  not  think  the  Insurance  Department  with 
ten  men  could  examine  —  take  the  Equitable  Life  —  and  find 
everything  there  was  in  reference  to  their  management 
of  it  in  less  than  a  year.  And  after  we  had  got  through  and  the 
chief  examiner  had  made  an  affidavit  of  the  result  and  he  had 
got  out,  you  know,  why  they  could  take  a  million  dollars  and  pay 
it  on  some  loan  or  do  anything  else,  and  we  would  not  know  any- 
thing about  it.  The  fact  of  it  is,  that  I  think  you  must  leave  the 
management  of  the  companies  in  the  hands  of  the  directors.  If 
they  do  anything  wrong,  punish  them. 

Q.  Yes,  and  expose  them.  A.  And  expose  them,  yes,  for  it. 
You  see,  about'  half  of  the  things  that  have  been  discovered  here 
would  not  be  possible  for  us  to  discover. 

Q.  Well,  it  seems  to  me  that  a  great  deal  more  might  be. 
Now,  for  example,  you  can  put  in  accountants  on  the  books  of 
the  l^ew  York  Life,  or  the  Equitable,  or  the  Mutual,  and  keep 
them  in  for  three  months  before  you  need  to  take  a  bit  of  testi- 
mony. Tou  can  examine  all  their  vouchers;  you  can  go  through 
every  one  of  their  accounts  quietly  in  your  office,  and  you  can 
put  the  employees  on  the  stand?  A.  "Well,  we  would  have  to 
have  the  books  up  to  our  office. 

Q.  Well,  quietly  in  their  office,  then,  to  make  the  necessary 
amendment.  The  point  is,  has  not  the  Insurance  Department, 
through  the  traditions  which  have  governed  its  practices,  lived, 
as  the  saying  is,  far  below  its  privileges  and  opportunities?  A. 
Possibly,  and  we  have  followed  the  traditions  of  the  office. 

Q.  Yes.  But  with  regard  to  the  Mutual  I  understand  you  did 
not  become  personally  aware  either  of  the  salaries  or  of  the  irreg- 
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ularities  in  the  supply  department,  or  of  the  irregularities  in  con- 
nection with  the  commission  contracts?    A.  'No. 

Q.  Or  of  the  syndicate  operations?    A.  No. 

Q.  Or  of  any  of  the  matters  which  have  engrossed  our  atten- 
tion here?    A.  No. 

Q.  And  was  your  first  information  as  to  those  matters  your 
reading  of  the  reports  of  the  testimony  before  this  committee? 
A.  I  think  that  is  right. 

BY  THE  CHAIRMAN: 

Q.  Do  I  interpret  your  answer  correctly,  that  one  of  your  sug- 
gestions is  that  it  is  impossible  with  the  force  under  your  com- 
mand to  attempt  even  the  thorough  examination  of  one  of  these 
large  companies?  A.  Oh,  no.  Now,  I  said  that  if  we  were  to 
examine  as  to  its  management  thoroughly,  it  would  take  five  or 
six  men  a  year  to  do  it ;  that  is,  if  you  were  going  through  every 
paper  and  every  voucher  you  would  have  to  examine  every  let- 
ter, because  you  take  the  Equitable,  the  only  liability  that  the 
Equitable  had  on  that  Turner  loan  was  a  letter,  which  we  would 
have  had  to  find  on  the  letter  book,  and  could  not  find  it  any- 
where else,  you  see. 

Q.  Well,  your  department  is  limited  by  the  legislative  appro- 
priations, is  it  not?  A.  Well,  yes;  I  think  we  get  thirty  thou- 
sand dollars  for  examinations. 

Q.  But  you  cannot  spend  that  money  in  hiring  help  to  do  it? 
A.  No. 

Q.  That  is  to  say  you  are  limited  in  the  employment  of  as- 
sistants to  the  amount  appropriated  by  the  Legislature. 

Q.  And  that  is  an  absolute  limit?     A.  That  is  an  absolute  limit. 

BY  3^m.  HUGHES: 

Q.  Have  you  ever  tried  to  get  a  larger  appropriation?  A.  I 
think  I  could.  I  have  not  tried.  They  almost  always  cut  it 
down. 

Q.  If  you  are  getting  in  $281,000  and  spending  $137,000,  ap- 
proximately, of  your  appropriation,  you  could  expend  $144,000 
more  without  trenching  upon  the  funds  of  the  State?     A.  Yes. 

Q.  If  you  got  an  adequate  appropriation?  A.  Yes,  sir.  But 
I  will  tell  you  that  I  have  never  nifide  an  application  to  the  Appro- 
priation Committee  that  they  did  not  cut  down. 
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Q.  How  many  did  Mr.  Yanderpoel  have  assisting  liim  when  he 
made  this  examination  of  the  Mutual?  Was  that  intended  to  be 
a  thorough  examination?     A.  It  was. 

Q.  Apparently  it  lasted  a  considerable  time?  A.  It  was  in- 
tended to  be  very  thorough. 

Q.  And  you  relied  upon  him  for  the  thoroughness?     A.  I  did. 

Q.  Suppose  it  had  been  brought  to  your  attention  that  there 
were  contracts  outstanding  giving  relatives  of  the  president  ex- 
travagant returns  for  their  services,  would  you  have  thought  it 
your  duty  to  do  anything  about  it?  A.  The  only  thing  that  I 
think  I  could  have  done  under  the  laAv  would  have  been  to  have 
made  it  public. 

Q.  And  referred  it  to  the  Attorney  General?     A.  Well,  yes. 

Q.  For  action  to  recover  whatever  funds  of  the  company  had 
been  wasted?  A.  Well,  I  am  not  prepared  to  say  that.  I  am 
prepared  to  say  that  it  could  have  been  made  public  if  we  had 
known  it. 

Q.  Now,  I  notice  that  in  the  case  of  the  Security  Mutual  there 
have  been,  according  to  your  statements  of  examinations,  an  ex- 
amination at  the  beginning  of  1903,  1904  and  1905?  A.  I  think 
that  is  only  a  verification  of  their  statement. 

Q.  How  did  it  happen  that  you  went  in  there  to  verify  their 
statement  annually?     A.  That  was  at  their  own  request. 

Q.  Is  that  the  only  company  that  has  requested  that?  A.  I 
think  so. 

Q.  Then  did  you  certify  that  you  had  verified  their  statement 
and  found  it  correct?     A.  I  presume  so,  I  presume  so. 

Q.  Is  it  a  fact  that  they  requested  that  action  upon  your  part 
in  order  that  they  might  have  an  official  certificate  annually  of 
the  correctness  of  their  statement?     A.  I  think  so. 

Q.  Yes.     A.  Why,   I  should   think   so. 

Q.  iN'ow,  going  to  the  ilSTew  York  Life  Insurance  Company,  it 
appears  from  your  statement  that  there  was  an  examination  on 
October  16,  189'9,  and  another  on  August  2,  1904.'  What  led  to 
the  examination  of  1904?  A.  I  am  unable  to  tell  you  now.  I 
think  that  we  make  an  examination  once  in  three  or  four  years, 
along  about  that  time. 

Q.  Is  that  your  regular  practice,  once  in  three  or  four  years? 
A.  Yes,  I  think  about  that  time.  ' 

Q.  Who  had  charge  of  the  eixamination  in  1904?  A.  Mr. 
VanderpoeL 
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Q.  And  he  selected  his  assistants?     A.  Yes. 

Q.  And  had  complete  charge  of  the  matter?  A.  Complete 
charge. 

Q.  "Was  that  a  full  examination?  A.  Why,  yes,  I  think  so; 
but  perhaps  not  as  full  as  the  Mutual. 

Q.  It  appears  that  the  ISTew  York  Life,  according  to  this  state- 
ment, paid  you,  as  Superintendent,  for  that  examination,  upward 
of  twelve  thousand  dollars,  and  that  the  examination  continued 
from  January  to  August.  Is  that  in  accordance  with  your  recol- 
lection?    A.  It  is  my  recollection. 

Q.  Did  you  personally  go  to  the  oiEce  of  the  New  York  Life 
to  make  an  examination?     A.  I  did  not. 

Q.  Did  you  personally  put  any  of  its  oiHcers  or  employees  on 
oath?     A.  I  did  not. 

Q.  Or  examine  any  books  or  papers  ?    A.  No. 

Q.  So  that  the  matter  was  entirely  in  the  hands  of  your  chief 
examiner?     A.  It  was. 

Q.  What  did  your  chief  examiner  report  to  you  from  time 
to  time  as  to  his  discoveries?  A.  Oh,  I  have  no  recollection 
what  he  reported  to  me  from  time  to  time. 

Q.  Did  he  bring  to  your  attention  anything  which  indicated 
extravagance  of  management?     A.  I  do  not  think  so. 

Q.  Did  any  question  come  up  which  was  the  subject  of  dis- 
cussion between  you  and  Mr.  Vanderpoel?  A.  Why,  it  is  diffi- 
cult for  me  to  recall. 

Q.  Well,  I  am  assuming,  of  course,  that  anything  of  such  a 
nature  as  the  matters  here  brought  out  would  have  remained 
in  your  memory.  A.  I  think  it  would,  if  there  had  been  some- 
thing like  that. 

Q.  So  we  may  assume  that  nothing  was  said  to  you  in  regard 
to  any  irregularities  in  management?  A.  T  do  not  think  any- 
thing was  said. 

Q.  Do  you  know  Andrew  Hamilton?     A.  I  do  not. 

Q.  Did  you  ever  learn,  prior  to  reading  the  testimony  here 
before  this  Investigating  Committee,  that  the  New  York  Life 
was  paying  in  the  neighborhood  of  one  hundred  thousand  dol- 
lars a  year  to  Mr.  Hamilton  for  matters  pertaining  to  legisla- 
tion?    A.  No. 

Q.  Or  any  sum?  A.  No,  I  knew  Mr.  Hamilton — ^I  heard  that 
Mr.  Hamilton  represented  some  insurance  companies,  but  I  had 
never  met  him. 

Q.  Do  you  require  the  companies  to  present  a  detailed  state- 
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ment  of  their  legal  disbursements  showing  the  names  of  the 
lawyers  who  have  had  the  money?     A.  No,  sir. 

Q.  And  what  they  have  had  it  for?     A.  No. 

Q.  Has  the  department  ever  required  that  ?  A.  No,  I  do  not 
think  so. 

Q.  Why  should  information  of  that  sort  be  furnished  to  Prus- 
sia and  not  to  the  New  York  State  Department?  Here,  for 
example,  I  have  a  statement  of  the  legal  expenses  of  the  New 
York  Life  for  1898,  giving  in  detail  the  amounts  paid,  aggre- 
gating $171,725.88,  and  the  names  of  the  recipients  as  furnished 
to  the  Prussian  government.  No,  did  the  New  York  State  De- 
partment ever  have  a  statement  like  that  ?    A.  No. 

Q.  From  the  New  York  Life  or  any  other  company?  A.  I 
think  not.     It  is  pretty  complete. 

Q.  It  is,  isn't  it?  Suppose  you  had  had  a  statement  like  that 
in  your  hands,  you  would  have  done  something  about  it,  would 
you  not?  You  would  have  made  it  a  subject  for  official  com- 
ment, at  least  ?    A.  Yes,  I  suppose  so. 

Q.  I  am  referring  to  Exhibit  No.  488.  It  appears  from  this 
statement,  for  example,  that  Andrew  Hamilton  received  in  the 
year  1898  $88,705.50.  If  such  a  payment  as  that  for  a  legal 
expense  were  brought  to  the  attention  of  the  Insurance  Super- 
intendent he  would  want  to  know  what  that  was  for,  would  he 
not  ?    A.  Lawyers  come  pretty  high. 

Q.  Yes?  A.  We  got  what  we  supposed  were  the  legal  ex- 
penses of  the  Equitable,  I  am  not  sure  that  they  were. 

Q.  Well,  you  got  a  total  here  in  the  case  of  the  New  York 
Life,  and  the  point  is  that  it  had  not  been  the  tradition  of  the 
department  or  the  ordinary  practice  to  require  anything  more 
than  so  much  for  legal  expenses?     A.  No. 

Q.  And  as  long  as  they  had  enough  left  to  meet  their  liabilities 
and  such  a  margin  that  in  the  ordinary  expectation  of  life  would 
not  be  exhausted,  why,  you  would  not  take  up  the  question  of  the 
details  of  their  disbursements?  A.  Why,  I  do  not  know  what 
report  they  made.  Of  course,  I  am  not  accurate.  It  is  possible 
they  did  not  put  them  all  in  the  legal  expenses  they  reported. 

Q.  I  am  inclined  to  think  they  did.  They  put  in  the  ^\no]e 
statement.  But  you  did  not  have  the  details  of  it,  so  you  were  in 
a  position  to  put  your  finger  upon  anything  that  would  mark  an 
irregularity  or  an  abuse  which  should  be  corrected.  Now,  what 
was  your  practice  in  regard  to  reports  that  came  in,  did  you 
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look  them  o-ver  yourself,  the  annual  reports?     A.  Well,  not  all 

of  them.     If  there  was  anything  that  the  statistician,  he 

would  bring  it  to  me. 

Q.  Then  the  reports  ^-went,  as  you  have  already  said,  I  think, 
to  the  statistician  in  the  first  instance  ?    A.  In  the  first  instance. 

Q.  What  was  his  duty  with  reference  to  such  report  ?    A.  Why, 

he  examined  all  the  reports  and,  I  guess I  did  the  securities 

part  of  the  time  myself,  as  to  the  value  of  the  securities. 

Q.  Did  you  look  through  the  collateral  loans?     A.  I  did  not. 

Q.  Did  you  take  up  the  statements  to  make  a  personal  examina- 
tion of  them  with  reference  to  the  securities,  or  did  you  simply 
take  such  matters  as  were  referred  to  you  by  the  statistician  ?  A. 
Well,  in  some  cases  I  took  up  myself  as  to  the  securities,  not  in  all 
cases,  but  in  some  years. 

Q.  Here,  for  example,  is  the  list  of  collateral  loans  of  the 
Equitable.  Did  you  examine  the  sheets  of  collateral  loans  prior 
to  the  examination  you  made  this  year  ?  A.  I  think  the  collateral 
loans  were  examined  by  our  department. 

Q.  Who  has  charge  of  that  matter  ?    A.  Mr.  Vanderpoel. 

Q.  Was  it  his  duty  apart  from  the  conducting  of  an  examination 
to  go  over  the  collateral  loans  ?    A.  Oh,  I  suppose. 

Q.  Did  you,  in  examining  the  collateral  loans  or  other  state- 
ments submitted  by  the  companies,  endeavor  to  ascertain  whether 
the  companies  were  getting  the  best  of  you  in  what  is  called  win- 
dow dressing.     A.  Well,  I  presume  not. 

Q.  Did  anyone  in  the  department  endeavor  to  ascertain  whether 
there  had  been  any  shifting  of  securities  or  temporary  arrangementa 
made  which  would  indicate  that  the  department  report  was  not 
true  ?    A.  No,  we  took  the  report  that  was  made  to  us. 

Q.  Pardon  me  ?    A.  We  accepted  the  report. 

Q.  When  you  got  the  report  at  the  end  of  one  year  and  got 
another  at  the  end  of  another  year,  you  took  those  as  of  respective 
dates  without  inquiring  for  transactions  in  the  course  of  the  year  to 
see  whether  they  modified  the  results  ?    A.  That  is  right. 

Q.  Unless,  then,  you  had  an  examination  you  would  not  detect 
whether  the  securities  reported  at  the  end  of  a  given  year  were 
changed  in  the  beginning  of  the  next  year?  A.  I  think  not,  without 
an  examination. 

Q.  Don't  you  think  it  was  important  from  time  to  time  to  make 
a  test  examination  to  see  whether  anything  of  that  sort  was  going 
on  ?    A.  It  did  not  occur  to  me. 
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Q.  As  far  as  you  know  the  practice  of  the  department,  had  it 
been  the  custom  to  make  such  examinations  ?    A.  I  think  not. 

Q.  When  was  it  first  that  you  learned  that  Kuhn,  Loeb  &  Com- 
pany, for  example,  were  taking  alleged  collateral  loans  at  the  end 
of  the  year  either  in  their  own  name  or  in  the  names  of  their 
clerks  without  any  real  loans  being  in  existence  or  intended  to  be  ? 
A.  I  have  seen  such  a  statement  in  the  newspapers.    I  learned  it. 

Q.  Did  not  you  learn  that  in  the  course  of  your  examination  this 
year  ?    A.  I  do  not  think  so. 

Q.  Who  conducted  the  examination  this  year?  A.  Mr.  Van- 
derpoel.  Now  we  may  have  learned  it,  but  I  do  not  think  they  had 
those  loans  at  liat  time. 

Q.  Well,  now,  let  us  see,  here,  for  example,  on  December  30 
and  31,  1901,  we  find  collateral  loans  to  Kuhn,  Loeb  &  Company 
by  the  Equitable  Life  of  a  half -million  dollars  ?    A.  Yes. 

Q.  At  the  end  of  1902  we  have  collateral  loans  to  J.  J.  Hanauer, 
S.  Siegman,  E.  S.  Steiner  and  S.  Siegman,  of  about  nine  million 
dollars.  At  the  end  of  1903  we  have  collateral  loans  to  Kuhn, 
Loeb  &  Company  of  about  nine  million  dollars.  At  the  end  of  1904 
we  have  collateral  loans  to  Simon  Siegman,  Herman  Woog,  Sieg- 
fried Heimann,  Eugene  H.  Pall,  of  about  the  same  amount.  Now, 
on  looking  over  the  collateral  sheet,  didn't  that  attract  your  at- 
tention ?    A.  I  have  never  seen  it. 

Q.  That  was  not  brought  to  your  notice?    A.  No. 

Q.  And  so  far  as  you  know  the  inquiry  was  not  made  to  ascertain 
who  Messrs.  Hanauer,  Siegman  and  Steiner  were  ?    A.  No. 

Q.  And  whether  they  were  employees  of  Kuhn,  Loeb  &  Com- 
pany ?  A.  So  far  as  I  know,  no.  Were  those  repaid  on  the  1st  of 
January  ? 

Q.  I  don't  know  whether  we  should  use  the  word  "  repaid;  "  the 
transaction  was  disposed  of  the  1st  or  2d  of  January.  The 
loans  had  a  popular  designation,  I  understand,  as  "  End  of  the 
Tear  Loans,"  and  their  obvious  purpose  was  to  reduce  the  cash 
balances  on  hand,  substituting  in  the  report  collateral  loans. 
Now,  has  that  wholly  escaped  the  attention  of  the  department,  so 
far  as  you  are  aware  ?    A.  Yes,  sir. 

Q.  It  would  seem  that  the  Equitable  was  examined  in  lf'03, 
referring  to  the  examination  prior  to  the  one  of  this  year.  Who 
had  charge  of  that  examination?    A.  Mr.  Vanderpoel. 

Q.  He  has  charge  of  all  your  examinations,  has  he?  A.  All  the 
important  ones. 
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Q.  All  the  important  examinations?  You  yourself  have  con- 
ducted the  examination  of  the  Equitable  in  1905  to  a  considerable 
extent,  have  you  not  ?    A.  Only  as  to  its  management. 

Q.  In  making  these  examiaations,  is  testimony  taken  quite 
frequently?    A.  I  think  so. 

Q.  Had  you  not,  prior  to  the  time  of  making  your  examination 
in  1905,  discovered  any  of  the  facts  alluded  to  in  your  report  of 
that  examination  ?    A.  I  had  not. 

Q.  Take,  for  example,  the  leases  made  to  the  Mercantile  Safe 
Deposit  Company  and  their  extraordinary  terms,  to  v^hich  you 
called  deserved  attention  in  your  report.  Had  you  not  learned  of 
that  in  any  way  prior  to  that  time  ?    A.  No. 

Q.  Howr  is  it  that  that  was  not  disclosed  in  the  examination  of 
1902  ?  A.  I  could  not  tell  you ;  I  don't  think  those  leases  were  in 
the  possession  of  the  company  at  that  time,  I  think  we  found  the 
leases  in  the  possession  of  — ^well — a  private  safe.  I  have  for- 
gotten now. 

Q.  You,  of  course,  had  the  books  showing  the  income  and  the 
outlays?    A.  Yes. 

Q.  And  the  large  amounts  disbursed  for  maintenance  and  re- 
pairs and  the  small  relative  returns,  and  you  were  in  a  position  to 
ascertain  from  the  examination  of  the  officers  the  terms  of  the 
leases  ?  A.  I  don't  know  whether  anyone  could  have  got  that  out 
of  the  officers  or  not,  at  that  time.  Somebody  made  a  suggestion 
to  me  that  there  were  such  leases,  and  when  I  inquired  of  the 
officers  of  the  company  they  said  they  didn't  know  where  they 
were,  and  it  was  some  time  before  I  could  get  track  of  where  the 
leases  were  or  what  they  were.  I  know  it  was  several  days  before 
we  could  find  the  leases,  and  then  they  came  out  of  somebody's 
private  safe. 

Q.  We  will  take  the  transactions  with  regard  to  the  increase 
of  stock  of  the  Equitable  Trust  Company  -^  had  you  known  those 
prior  to  the  examination  of  this  year  ?    A.  I  think  not. 

Q.  They  had  not  been  brought  to  your  attention  by  any  one  in 
or  out  of  the  department  ?    A.  ISTo. 

Q.  Of  course  the  existence  of  accoimts  that  were  not  kept  on 
the  books  of  the  company  did  not  have  your  attention  directed  to 
in,  any  way  ?    A.  IsTo,  sir. 

Q.  It  has  been  mentioned  here  by  one  of  the  witnesses  that  for  a 
considerable  period  of  time  the  cashier  kept  a  memorandum  of  a 
very  large  sum  carried  on  a  cash  or  memorandum  ticket  or  in  a 
book  that  corresponded  to  it  in  lieu  of  cash  in  possession^  and 
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balanced  Ms  cash  by  treating  this  ticket  as  the  equivalent.  Did 
you  ever  know  of  that  ?    A.  I  did  not. 

Q.  Well,  now,  what  examination  was  made  under  your  instruc- 
tions to  verify  the  cash  returns  of  the  cashier  as  to  cash  on  hand  ? 
A.  Why,  Mr.  Vanderpoel  made  it ;  I  did  not  give  any  instructions. 

Q.  How  could,  a  cashier  for  a  long  period  carry  over  a 
memorandum  for  a  very  large  amount  of  money  in  cash  without 
the  department's  knowing  it?    A.  I  cannot  answer  that  question. 

Q.  You  are  in  the  position  of  a  superintendent  who  relied  upon 
your  subordinates?    A.  Yes. 

Q.  But  in  looldng  over  your  reports  or  the  reports  furnished 
you  from  time  to  time,  was  not  your  attention  attracted  to  the  very 
large  amounts  expended  by  the  Equitable,  by  the  Mutual,  by  the 
ISTew  York  Life  for  legal  disbursements  ?  A.  I  thought  they  were 
large;  I  did  not  know  what  they  had  hid  away  in  them. 

Q.  Did  you  suspect  that  those  men  or  those  companies  were 
interested  in  maintaining  a  Legislative  watchguard  ? 

THE  CHAIEMAE":  I  think  we  had  better  suspend  until  con- 
versation in  the  room  shall  cease.  We  have  extreme  difficulty  in 
hearing  you,  Mr.  Hendricks,  and  we  want  to  hear  your  testimony, 
and  we  would  be  obliged  to  those  in  the  room  if  they  would  assist 
in  maintaining  silence.  Mr.  Hendricks  does  not  customarily 
speak  very  loud,  and  we  are  anxious  to  hear  his  testimony.  ' 

Q.  Did  you  ever  have  any  suspicion,  to  repeat  the  question, 
that  those  companies  were  disbursing  large  amounts  in  connec- 
tion with  matters  of  legislation?  A.  No,  not  large  amounts.  I 
had  supposed,  as  I  had  always  known,  that  they  had  some  men 
retained  up  there  to  look  after  their  legislation.  I  never  knew 
that  they  disbursed  any  money. 

Q.  Well,  why  didn't  you  look  into  the  matter  of  their  disburse- 
ments in  that  connection,  to  find  out  how  they  did  and,  if  possible, 
to  the  end  that  any  legislation  that  could  be  recommended  which 
would  prevent  that  sort  of  thing,  could  be  proposed  by  you.  A. 
Why,  I  did  not  know  that  they  had  expended  money  up  there.  I 
knew  that  they  had  always  had  some  people  come  up  to  represent 
them. 

Q.  Has  your  department  ever  thought  it  advisable  to  compel 
the  companies  to  submit  something  which  show  exactly  how  their 
business  resulted  in  gains  or  losses  for  the  year  ?  A.  I  think  that 
question  has  been  taken  up  by  the  Insurance  Commissioners  sev- 
eral times. 
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Q.  The  Board  of  Insurance  Commissioners  ?    A.  Yes,  sir. 

Q.  The  Wisconsin  department  has  for  many  years  required 
what  is  called  a  gain  ancl  loss  exhibit.  Has  the  New  York  depart- 
ment ever  required  that  or  any  gain  and  loss  statement  ?  A.  I  do 
not  think  so. 

Q.  Has  the  matter  been  brought  to  your  attention  during  your 
term  of  office?    A.  !N"o. 

Q.  Have  you  thought  yourself  of  the  wisdom  of  requiring  such 
a  statement  ?  A.  I  have  heard  the  statement  made  by  those  whom 
I  think  are  better  qualified  to  speak  on  that  that  it  was  a  pretty 
difficult  statement  to  make. 

Q.  To  make  up  —  were  you  advised  that  the  insurance  com- 
panies opposed  making  such  a  statement?    A.  No. 

Q.  Isn't  it  a  fact  that  they  have  opposed  ?  A.  If  they  have  I 
don't  know. 

Q.  You  don't  know  anything  about  that?    A.  No,  sir. 

Q.  Don't  you  think  that  it  is  important  that  they  should  be 
compelled  to  exhibit  just  what  they  have  gained  on  mortality  and 
what  they  had  gained  on  investments,  and  how  their  expenses 
compare  with  the  loadings  on  their  premiums,  to  the  end  that  the 
department  would  know  whether  they  were  running  ahead  or  be- 
hind on  their  insurance  business.  A.  I  am  not  prepared  to  an- 
swer that  question  any  further  than  this,  as  an  off-hand  opinion, 
I  say  yes.    After  making  an  examination  I  might  change  it. 

Q.  The  gain  and  loss  exhibit  has  been  of  a  good  deal  of 
service  to  the  committee  and  counsel,  as  we  find  it  in  the  data 
taken  from  the  Wisconsin  reports,  and  the  inquiry  is  necessarily 
suggested  as  to  the  attitude  of  the  New  York  Department 
toward  that,  and  whether  you  as  Superintendent  do  not  think 
it  is  a  good  thing  to  have  it.  A.  Well,  I  am  inclined  to  say  yes, 
offhand. 

Q.  Have  you  asked  during  your  incumbency  for  any  informa- 
tion from  insurance  companies  additional  to  that  which  was 
previously  required  ?    A.  I  don't  think  so. 

Q.  Haven't  you  amended  your  form  of  report  —  I  mean  cf  re- 
quired report  from  the  companies?  I  was  under  the  impression 
that  a  new  form  had  been  introduced  about  1900  or  1901. 

ME.  APPLETON:  At  the  Columbus  Convention,  about  four 
years  ago. 

Q.  Mr.  Appleton  suggests  that  the  Columbus  Convention-^I 
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suppose  lie  refers  to  the  convention  of  Insurance  Commissioners 
— made  some  recommendation.     Do  you  recall  that?    A.  Tes. 

Q.  And  did  that  result  in  the  adoption  of  a  new  form?  A. 
Of  a  imiform  blank. 

Q.  What  is  this  organization  of  Insurance  Commissioners  — 
i?  it  a  regular  organization  which  holds  stated  meetings?  A. 
They  hold  annual  meetings. 

Q.  And  do  they  compare  notes  as  to  the  operations  of  the 
various  departments?    A.  Well,  yes,  I  think  so. 

Q.  Mr.  Dawson  suggests  that  it  is  not  as  to  actual  opera- 
tions, but  as  to  methods  of  operation  that  they  compare  notes. 
Do  they  make  suggestions  with  reference  to  reforming  legibla- 
tion  from  time  to  time?  A,  I  have  only  attended  one  of  tho  d 
meetings. 

Q.  What  reforms,  if  any,  in  the  insurance  law  have  you  pro- 
posed?    A.  That  is  quite  a  problem. 

Q.  You  have  made  recommendations  from  time  to  time,  have 
you   not?      A.  Oh,   yes. 

Q.  Have  you  made  recommendations  at  the  request  of  any 
of  the  companies?     A.  I  think  not. 

Q.  Have  you  made  recommendations  against  their  opposi- 
tion?    A.  I  do  not  think  so. 

Q.  Well,  do  you  recall  any  particular  line  of  legislation  that 
you  have  requested  in  the  direction  of  reforming  conditions? 
for  example,  have  you  made  recommendations  with  regard  to 
assessment  corporations?    A.  Yes.  ^ 

Q.  What  have  they  been?  A.  I  made  a  recommendation,  I 
think,  to  prohibit  their  further  incorporation. 

Q.  To  prohibit  assessment  incorporation?    A.  Hereafter. 

Q.  Hereafter  being  organized  under  the  laws  of  this  State? 
A.  Yes,  I  think  I  did. 

Q.  And  that  would  carry  with  it  the  prohibition  of  others 
from  other  States  coming  in?     A.  Yes. 

Q.  Which  are  not  already  here?     A.  Yes. 

Q.  That  is,  that  was  a  part  of  your  claim?    A.  Tes. 

Q.  What  happened  to  that  legislation?  A.  -The  Legislature 
did  not  look  favorably  on  it. 

Q.  The  Legislature  did  not  act  on  it?  A.  I  say  they  did  not 
look  favorably  on  it. 

Q.  When  was  the  bill  introduced?  A.  We  have  had  two  bills 
there,  last  year  and  the  year  before. 
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Q.  1905  and  1904?     A.  That  is  my  impression;  I  am  not  sure. 

Q.  And  were  those  department  bills?     A.  Yes. 

Q.  Were  they  introduced  at  the  suggestion  of  any  insurance 
company?     A.  No. 

Q.  Were  they  opposed  by  any  insurance  companies?  A. 
They  were  opposed  by  the  assessment  companies. 

Q.  You  draw  a  distinction,  or  rather  the  law  draws  a  distinc- 
tion, between  what  is  called  an  assessment  corporation  and  a 
fraternal  organization?    A.  Yes. 

C^).  Koughly,  in  the  latter  case,  there  is  an  organization  some- 
what on  the  lodge  system  ?     A.  Yes. 

Q.  Which  is  not  so  in  the  case  of  an  assessment  corporation? 
A.  No. 

BY  THE  CHAIEMA]Sr: 

Q.  Mr.  Hendricks,  I  would  like  to  ask  you  whether  within 
your  recollection  the  Insurance  Committee  of  either  house  of  the 
Legislature  passed  a  bill  against  the  department's  recommenda- 
tion?    A.  I  cannot  recall  of  any  now. 


(Eecess  until  2.30  P.  M.) 


AFTEE  EECESS. 
FEANCIS  HENDEICKS  resumed. 
BY  ME..   HUGHES: 

Q.  We  were  speaking  at  the  close  of  the  morning  session  of  the 
powers  of  the  department  and  its  attitude  with  reference  to  assess- 
ment corporations.  What  does  the  department  do  with  reference 
to  the  supervision  of  such  companies?  A.  They  cannot  do  a  great 
deal  except  inquire  on  the  making  of  their  annual  report. 

Q.  Is  there  any  test  of  solvency  or  insolvency  under  the  law 
with  reference  to  assessment  corporations?     A.  There  is  none. 

Q.  Has  the  superintendent  any  power  to  prevent  an  assessment 
company  from  continuing  its  business?  A.  I  think  under  the  law 
that  we  got  passed  last  winter  which  was  a  compromise  that  wher- 
ever a  company  exceeded  36  per  cent,  of  the  cost  of  management 
it  was  referred  to  the  Attorney  Genral. 
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Q.  Is  that  of  any  real  value?  A.  Yes,  I  think  that  would  be 
helpful. 

Q.  In  what  way  would  it  he  helpful?  A.  Well,  if  they  were 
to  contipue  business  they  would  be  likely  not  to  expend  as  much 
money  —  would  be  a  little  more  careful  in  the  expenditure  of 
money. 

Q.  The  provision  to  which  you  refer  is  found  in  Article  207  of 
the  Insurance  Law  as  follows:  "  Whenever  it  shall  appear  to  the 
superintendent  of  insurance  on  investigation  or  examination  that 
the  actual  expenses  of  management  of  any  corporation,  association 
or  society  to  which  this  article  is  applicable,  whether  heretofore  or 
hereafter  authorized  or  permitted  to  do  business  within  this  State, 
for  the  year  preceding  the  year  in  which  such  investigation  or 
examination  is  made,  were  more  than  thirty-five  per  centum  of 
the  cash  income  actually  received  from  premiums,  Assessments 
and  membership  fees,  the  authority  or  renewal  of  authority,  if  it 
be  a  foreign  corporation,  association  or  society  shall  be  revoked, 
and  the  superintendent  shall  cause  notice  of  said  revocation  to  be 
published  for  four,  weeks  in  the  State  newspaper  published  in  the 
County  of  Albany,  and  no  new  insurance  shall  thereafter  be  writ- 
ten by  such  corporation,  association  or  society  within  this  State; 
and  if  it  be  a  domestic  corporation,  association  or  society,  it  shall 
be  the  duty  of  the  superintendent  of  insurance  to  cause  to  be 
served  on  the  president  or  other  officer  of  such  corporation,  asso- 
ciation or  society,  a  notice  in  writing  to  immediately  cease  the 
transaction  of  new  business  and  in  the  event  of  their  failure  so  to 
do,  he  shall  report  the  facts  of  such  investigation  and  examination 
and  his  proceedings  thereunder,  which  shall  be  prima  facie  evi- 
dence of-the  facts  therein  stated,  to  the  attorney  general,"  etc. 
You  really  think  that  that  is  of  some  importance  ?  A.  I  think  it 
is  of  some  importance. 

Q.  Now  we  have  had  before  us  the  case  of  the  Empire  Life 
Insurance  Company.  It  appears  that  its  total  income  receipts  for 
1904,  were  about  a  thousand  dollars  less  than  its  disbursements; 
that  its  balance  of  ledger  assets  brought  over  from  1903  were 
about  $11,000.  That  it  had  unpaid  mortuary  liabilities,  includ- 
ing contested  claims  of  about  $45,000,  and  yet  its  income  from 
premiums  or  assessments  was  in  the  neighborhood  of  $78,000  and 
its  expenses  were  comparatively  small.  This  provision  of  law  did 
not  affect  that  company,  did  it  ?     A.  Not  under  that  statement. 

Q.  No.  Have  you  had  the  facts  in  relation  to  that  company 
135 
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brought  to  your  attention  (handing  witness  letter).  Let  us  see 
whether  that  company  has  not  come  within  the  provision  of  the 
law.  I  find  it  appears  from  the  Blue  Book  here  that  it  received 
in  1904  in  premiums  $78,043  ;  that  its  total  income  was  $78,336; 
that  it  paid  to  agents  and  medical'  examiners  $4,323  and  expenses 
of  management  $18,034,  making  a  total  of  $22,356,  so  that  it  was 
a  little  under,  according  to  those  figures,  35  per  cent.  To  recur  to 
my  question  again,  have  you  had  that  brought  to  your  attention  ? 
A.  Yes. 

Q.  ]!Tow,  has  the  Superintendent  of  Insurance  under  the  law  as 
it  now  stands  any  way  of  dealing  with  that  company  on  those 
facts  ?     A.  I  don't  think  that  it  has. 

-  Q.  It  would  appear  from  that  that  a  provision  limiting  expenses 
to  35  per  cent,  of  the  premium  income  is  practically  a  mockery 
as  to  the  control  of  assessment  companies  ?  A.  I  think  you  will 
find  that  there  are  a  number  of  assessment  companies  that  will 
have  to,  in  my  opinion,  go  out  under  this  law. 

Q.  Is  that  so  ?     A.  I  think  so. 

Q.  Then  there  are  a  number  of  other  assessment  companies 
operating  on  the  same  unsatisfactory  basis  than  the  Enipire  ?  A. 
I  think  so,  some  small  ones. 

Q.  Is  it  your  judgment  that  a  company  should  be  tolerated  to 
do  a  business  of  assessment  insurance  under  such  conditions  as  are 
indicated  by  the  facts  stated  in  my  question  ?  A.  I  am  very  sure 
they  ought  not  to. 

Q.  And  yet  the  -law  of  the  state  is  such  that  the  superintendent 
is  powerless  to  prohibit  it?     A.  It  is. 

Q.  Are  you  familiar  with  the  circulars  that  have  been  sent  out 
by  that  company?     A.  Wo,  I  am  not. 

Q.  Have  you  taken  supervision  of  that  company  to  the  extent 
of  requiring  them  to  submit  to  the  department  specimens  of  the 
circulars  they  were  issuing?     A.  We  have  not. 

Q.  ]^ow,  in  one  of  the  circulars  which  this  company  has  issued, 
produced  here  in  evidence  we  find  the  statement:  "  It  furnishes 
life  insurance  at  cost  with  a  sufficient  reserve  fund  to  guarantee 
the  payment  of  its  claims,"  and  when  we  inquired  as  to  this  reserve 
fund  we  found  that  it  resided  in  the  capacity  to  assess  its  member?. 
That  has  not  been  callsd  to  the  attention  of  the  department? 
A.  ITo. 

Q.  The  issuance  of  such  circulars?     A.  Ko. 

Q.  Now,  in  a  case  where  you  are  not  able  to  prevent  a  company 
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from  doing  business  because  of  the  limitation  of  the  law,  do  you 
not  tbink  it  would  be  advisable  for  the  department  so  far  to  super- 
vise their  business  as  to  prevent  the  issuance  of  misleading  circu- 
lars?    A.  Yes,  sir,  that  is  right,  probably. 

Q.  I  asked  you  a  moment  ago  as  to  whether  there  was  any  test 
of  solvency  or  insolvency  provided  by  law  in  such  cases.  In  the 
concluding  clause  of  Section  207  of  the  Insurance  Law  we  find  the 
following:  "When  the  superintendent  on  investigation  shall  be 
satisfied  that  any  corporation  organized  under  the  laws  of  this 
State  doing  business  in  this  State  of  the  character  defined  in  this 
article  is  insolvent  because  of  matured  death  claims  or  obligations 
due  and  unpaid  exceeding  its  assets  and  death  or  disability  assess- 
ments or  periodical  calls  made  or  in  process  of  collection  at  the 
date  bf  such  investigation,  or  has  exceeded  its  powers,  failed  to 
comply  with  any  provision  of  the  law,  or  is  conducting  business 
fraudulently,  he  shall  report  the  facts  to  the  attorney  general,  who, 
if  he  shall  be  of  the  opinion  that  the  facts  require  such  action  must 
thereupon  apply  to  the  Supreme  Court  at  a  special  term  thereof 
within  the  judicial  district  in  which  the  principal  oflice  of  such 
corporation  or  association  or  society  within  the  State  is  located,  for 
an  order  requiring  the  officer  of  said  corporation  or  society  to  show 
cause,"  etc.  The  test  of  solvency  under  that  provision  is  whether 
its  matured  death  claims  or  obligations  at -the  time  or  unpaid  ex- 
ceed its  assets  and  death  or  disability  assessment  or  perioical  calls 
made  or  in  process  of  collection  at  the  date  of  such  investigation? 
A.  Yes. 

Q.  Now,  before  you  have  a  chance  to  complete  the  report  upon 
such  a  company  the  company  can  make  another  assessment,  can'i 
it?     A.  Yes. 

Q.  Upon  its  members  for  any  amount  that  it  is  necessary  to 
provide  the  moneys  to  meet  the  matured  claims?     A.  I  think  so. 

Q.  So  that  as  a  practical  matter  that  is  not  any  aid  to  the  depart- 
ment, is  it?    A.  I  don't  think  so. 

Q.  That  part  of  it.  But  there  is  another  part  of  it  where  the 
Superintendent  fbids  on  its  investigation  that  the  company  is  con- 
ducting its  business  fraudulently,  that  then  it  may  report  the 
matter  to  the  Attorney  General.  ISTow,  what  is  conducting  busi- 
ness fraudulently  in  the  case  of  an  assessment  company,  according 
to  your  idea?     A.  Well,  possibly  a  misstatement  might  be  that. 

Q.  Misleading  statement?     A.  I  say  they  might  be. 

Q.  Deceptive  circulars?     A.  It  might  be  possible,  sir. 
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Q.  The  practice  of  agents  in  deluding  policyholders  into  the 
idea  that  they  are  dealing  with  substantially  level  premium  poli- 
cies.  '  All  that  ^ould  come  under  that  head?     A.  Yes. 

Q.  So  that  really  this  provision  with  regard  to  conducting  busi- 
ness fraudulently  puts  it  -within  the  power  of  the  Siiperintendent  to 
elicit  facts  showing  cjuch  conduct  for  the  purpose  of  reporting  to 
the  Attorney  General?  A.  I  think  that  is  true,  but  what  the 
Attorney  General  would  decide,  I  don't  know. 

Q.  The  duty  of  the  Superintendent  would  be  discharged  in 
ascertaining  the  facts,  and  reporting  to  the  Attorney  General?  A. 
Yes. 

Q.  'Now,  has  the  Superintendent  referred  any  matters  of  assess- 
ment companies  to  the  Attorney  General  during  your  incumbency? 
A.  I  am  not  sure  about  that. 

Q.  Have  you  taken  steps  to  close  up  any  assessment  companies, 
or  to  prevent  their  continuance  in  business  by  the  use  of  this 
power?    A.  I  don't  think  so.    I  supposed  that  we  were  helpless. 

Q.  I  understand  that  that  provision  about  conducting  business 
fraudulently  has  been  in  the  law  for  some  time?     A.  Yes. 

Q.  Now,  we  have  also  had  evidence  here  that  by  holding  back 
an  approval  of  a  death  claim  for  a  certain  time,  the  maturity  of 
the  claim  under  the  claims  of  the  policy  can  be  postponed.  That 
would  be  another  way  of  evading  this  provision  which  attempts  to 
supply  a  test  of  solvency?     A.  Yes. 

Q.  In  other  words,  if  the  matured  claims  are  coming  along  too 
fast  the  assessment  companies  under  their  policies  can  hold  back 
approval,  or  if  they  have  too  many  death  claims,  as  compared  with 
their  assets  they  can  issue  another  assessment?     A.  Yes. 

Q.  And  as  a  practical  matter  the  Superintendent  cannot  do  any- 
thing unless  their  expenses  are  35  per  cent,  more  than  their 
premium  income  in  the  year  before,  or  unless  he  has  evidence  that 
they  have  conducted  their  business  fraudulently?     A.  Yes. 

Q.  That  is  the  state  of  the  law  on  that,  is  it  not?     A.  I  think  so. 

Q.  Now,  when  a  company  which  has  been  doing  an  assessment 
business  gets  into  a  position  where  it  finds  that  its  rates  have  been 
insufficient  and  desires  to  scale  its  policies  or  to  put  liens  upon  its 
policies,  does  the  department  require  that  the  matter  shall  be  sub- 
mitted to  it  for  its  approval?     A.  I  think  not. 

Q.  In  your  supervision  of  assessment  companies  do  you  en- 
deavor to  ascertain  whether  or  not  their  liens  are  put  on  equitably? 
A.  Why,  I  think  in  the  case  of  the  Mutual  Eeserve  we  did  go  into 
that  question,  sir. 
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Q.  There  they  had  claimed  that  the  rate  of  mortality  made  it 
essential  that  there  should  be  an  increase  of  rates  to  attained  age. 

THE  CHAIRMAlSr:  Mr.- Ifendricks,  the  stenographer  claims 
that  he  cannot  record  your  answers  unless  you  make  them  clearly. 

THE  WITNESS:  I  will  endeavor  to. 

Question  repeated  as  follows: 

Q.  There  they  had  claimed  that  the  rate  of  mortality  made  it 
essential  that  there  should  be  an  increase  of  rates  to  attained  age 
and  that  the  conditions  were  svich  as  to  require  on  certain 
exchanges  of  policies,  the  imposition  of  a  lien.  Do  you  recall 
whether  the  department  made  an  examination  to  ascertain 
whether  in  fact  the  rate  of  mortality  had  increased  ?  A.  I  think 
that  has  been  gone  into  by  Mr.  Vanderpoel  in  the  case  of  the 
Mutual  Reserve. 

Q.  The  question  of  the  Mutual  Eeserve  was  also  in  Mr.  Van- 
derpoel's  charge?     A.  Yes,  sir,  it  was. 

Q.  Is  an  insurance  company  under  the  law,  as  you  practically 
interpret  it,  empowered  to  take  over  the  business  of  another  or- 
ganization without  the  department's  approval?  A.  Why,  I  am 
not  sure  about  that. 

Q.  Take,  for  example,  the  case  of  the  acquisition  of  *he  busi- 
ness of  the  Northwestern  of  Chicago,  an  assessment  association, 
by  the  Mutual  Eeserve,  some  years  ago;  did  the  department  ap- 
prove that  ?    A.  Why,  I  cannot  tell  that. 

Q.  Was  that  before  your  day?  A.  Was  it  before  my  day? 
Afterward,  I' think  so. 

Q.  It  was  during  your  term  of  office,?  A.  My  impression  is 
that  that  was  taken  over  without 

THE  CHAIEMAE" :  Inasmuch  as  we  only  desire  to  get  at  the 
facts,  Mr.  Appleton,  or  any  of  your  other  assistants,  are  at  liberty 
to  answer  througl^  you,  if  you  choose  to  adopt  their  information. 
We  only  want  to  get  at  the  f^cts,  and  there  is  no  harm  in  your 
seeking  information  from  them  in  order  to  answer  questions. 

Q.  I  want  to  know  whether  it  was  kno'wn  to  the  department 
that  the  Mutual  Eeserve  was  paying  out  in  commissions  under 
on  contract  two  hundred  and  seventy-six  thousand  dollars,  and 
under  angther  contract  an  additional  one  hundred  and  nine  thou- 


4294:  Legislative  Insurance  Investigation, 

sand  dollars,  in  consideration  of  that  business?  A.  Not  at  the 
time.  I  think  Mr.  Vanderpoel  learned  it  at  the  time  of  the  last 
examination. 

Q.  Now,  in  the  last  examination,  or  the  report  upon  such  ex- 
amination, which  is  under  date  of  July  6th,  1905,  I  find  on  page 
seven  a  reference  by  the  chief  examiner  to  the  premium  paid  by 
the  Northwestern  Life  Assurance  Company  to  the  Mutual  Re- 
serve, as  a  consideration  for  the  latter's  assuming  such  liability  as 
may  have  been  transferred  to  it  by  the  former  company,  amount- 
ing to  $290,647.21;'  and  that  subsequently  a  commission  was  paid 
by  the  Mutual  Eeserve  of  $277,666.67  to  certain  parties  for  deliv- 
ering it  such  portions  of  the  membership  of  the  Northwestern 
Life  as  the  Mutual  Eeserve  took  over  by  way  of  so-called  reinsur- 
ance; and  the  chief  examiner  criticises  the  transaction.  I  see  no 
mention  there  of  an  additional  one  hundred  and  nine  thousand 
dollars  that  was  paid  in  commissions  under  a  supplemental  con- 
tract, the  commissions  being  paid  to  the  assignee  of  the  person 
to  whom  the  original  contract  was  made,  one  Storm.  Did  that 
ever  come  to  the  attention  of  the  department  ?  A.  I  do  not  think 
it  did. 

Q.  You  are  not  conversant  with  that  in  any  way?  A.  I  am 
not  conversant  with  that.    ' 

Q.  Were  you  conversant  with  the  circumstances  under  which 
the  Mutual  Eeserve  was  permitted  to  treat  the  investments  in  its 
leasehold  as  an  asset  against  its  reserve  liabilities?    A.  I  think  so. 

Q.  "Was  that  done  by  the  department  upon  its  own  opinion,  or 
M'as  the  matter  referred  to  the  Attorney-General?  A.  I  think  — ■ 
it  was  carried  in  that  way  in  a  former — in  an  early  examination, 
by  advice  of  counsel,  I  am  told. 

Q.  By  advice  of  counsel  of  the  department?  A.  Of  counsel 
of  the  department. 

Q.  Who  was  the  counsel  of  the  department  that A.  I 

cannot  tell  you  that.     Will  I  finish? 

Q.  Certainly.     A.  When  the  1892  examination  was  made 

Q.  Nineteen  hundred  and  two  ?  A.  Nineteen  hundred  and 
two,  I  asked  the  opinion  of  the  Attorney-General  on  that  ques- 
tion and  he  said  it  was  properly  carried;  that  it  was,  I  think  the 
words  were  that  it  was  a  real  chattel. 

Q.  A  real  chattel,  or  a  chattel  real?  A.  A  chattel  real,  and  it 
was  carried  by  the  company. 
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Q.  And  being  a  chattel  real  it  was  to  he  carried  as  real  estate? 
A.  I  think  that  was  it. 

Q.  What  Attorney-General  was  that?  A.  It  is  my  impression 
that  it  was  Mr.  Coman  who  was  the  Attorney-General. 

Q.  Did  he  file  a  written  opinion  to  that  effect?  A.  No,  I  do 
not  think  he  did. 

Q.  Was  that  an  informal  statement?  A.  When  it  came  in  I 
questioned  whether  it  was  real  estate,  whether  it  should  be  put  in 
as  an  asset,  or  as  real  estate,  and  I  asked  Mr.  Coman  to  go  over 
it,  and  he  said  it  was  all  right,  whether  it  was  Mr.  Coman  or  not  I 
am  not  certjiin,  but  it  was  one  of  the  Attorney-Generals,  and  he 
said  it  was  a  chattel  real,  is  that  the  term? 

Q.  Yes,  thg,t  would  be  a  correct  description  of  the  leasehold. 
But  did  his  remark  or  opinion  go  beyond  the  opinion  or  statemnet 
that  it  was  a  chattel  real,  to  wit,  it  was  real  estate  under  the  law 
prescribing  the  form  of  the  investment  of  the  moneys  representing 
the  legal  reserve?  Did  he  tell  you  it  was  real  estate  that  could  be 
treated  by  you  as  an  investment  of  their  reserve?  A.  I  so  under- 
stood him. 

Q.  At  all  events,  you  acted  upon  his  advice  in  treating  it  in  that 
way?  A.  I  did.  I  think  there  was  also,  if  I  am  not  mistaken,  I 
think  there  was  also  an  opinion  filed  by  an  attorney  with  the  de- 
partment, by  some  counsel,  to  that  effect. 

Q.  You  mean  counsel  retained  by  the  department?     A.  Yes. 

Q.  What  is  the  practice  of  the  department  in  retaining  coimsel, 
does  it  do  that  from  time  to  time  ?  A.  I  have  only  retained  coun- 
sel in  the  examination  of  the  Equitable  Life,  except  that  I  have 
had  counsel  examine  the  title  of  some  of  the  mortgages  and  realty. 
Not  other  lawyers. 

Q.  You  referred  just  now  to  the  retainer  of  counsel  in  connec- 
tion with  this  Mutual  Reserve  matter.  But  that  was  before  you 
were  Superintendent?  A.  That  was  before  I  was  Superinten- 
dent. 

Q.  Had  you  made  a  change  in  the  practice  of  the  department  as 
to  retaining  counsel?  A.  I  don't  know  about  that.  I  have  never 
retained  any  except  the  Attorney-General,  except  as  in  the  case 
of  the  examination  of  the  Equitable,  when  I  had  other  counsel. 

Q.  That  was  this  year?     A.  That  was  this  year. 

Q.  Are  you  acquainted  with  the  action  of  the  department  in 
requiring  or  not  requiring  the  Mutual  Reserve  to  charge  itself 
with  its  contract  reserves  under  its  policies  as  liabilites?  A.  No, 
I  am  not. 
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Q.  That  matter  has  not  come  before  you  during  your  term  of 
office?     A.  Ko. 

Q.  Did  you  know  that  one  of  your  actuaries  had  been  em- 
ployed by  the  •Security  Mutual  Insurance  Society  of  Bingham-  - 
ton  ?     A.  Not  until  it  developed  here. 

Q.  Have  you  any  rule  in  your  department  as  to  permitting 
actuaries  or  others  connected  with  the  departnient  to  serve  in- 
surance companies?  A.  We  have  never  had  any  rule,  I  have 
never  known  any  one  to  do  it  except  in  this  case,  and  I  did  not 
know  it  at  that  time. 

Q.  You  did  not  know  during  the  time  of  his  employment  he 
was  so  employed?  A.  ISTo,  not  until  it  was  developed  in  this 
examination. 

Q.  Do  you  regard  it  as  a  proper  thing  for  an  actuary  of  the 
department  to  give  advice  to  one  of  the  insurance  companies  for 
pay?  A.  If  that  question  had  been  referred  to  me  I  should  have 
advised  against  it.  I  want  to  say  though  that  when  I  brought 
the  matter  to  the  attention  of  Mr.  Patterson,  who  is  our  chief, 
he  said  that  Mr.  Kiefer  had  come  to  him  and  had  said  to  him  that 
the  Mutual  or  the  Security  Life  wanted  him  to  do  a  little  work 
outside  of  business  hours  and  he  said  to  him  that  he  could  not  see 
any  objection  as  long  as  he  did  it  outside  of  business  hours.  So 
*that  he  consulted  his  chief  about  it.  I  told  him  he  ought  to 
have  consulted  the  head.  I  never  heard  of  it  until  after  it  was 
developed. 

Q.  So  far  as  you  know  is  any  one  now  employed  by  the  de- 
partment under  retainer  or  employment  in  any  manner  by  any 
insurance  company?  A.  I  do  not  think  so.-  Of  course,  I  can- 
not tell. 

Q.  When  the  Security  Mutual  sought  to  be  incorporated  as  an 
old-line  company  was  it  examined  by  your  department?  A.  I 
presume  so.     I  do  not  think  that  was  during  my  term  of  office. 

Q.  That  was  what  I  had  in  mind.  This  will  probably  show 
(referring  to  paper).  ISTo,  that  was  in  1899,  December,  1899, 
just  before  you  took  office?    A.  Yes. 

Q.  So  that  you  had  nothing  to  do  with  the  examination  of  its 
contracts  with  the  Agency  and  Investment  Company.  Since  you 
have  been  in  office  those  matters  have  been  treated  as  accomplishod 
facts?     A.  Yes. 

Q.  With  which  your  department  was  powerless  to  interfere? 
A.  Yes. 
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Q.  You  have  not  examined  the  Provident  Savings  Life  Assur- 
ance Society  during  the  time  that  you  have  been  Superintendent. 
Why  is  that  ?  A.  I  cannot  tell;.  I  supposed  it  had  been  until  I 
looked  at  that  list. 

Q.  Have  the  reports  of  that  society  been  brought  to  your  atten- 
tion?    A.  I  think  so. 

Q.  Have  you  personally  made  an  examination  of  them,  that  is, 
a  comparative  examination?     A.  I  have  not. 

Q.  Has  any  one  other  than  the  statistician  of  you  company 
been  charged  with  the  duty  of  such  an  examination?     A.  No. 

Q.  Has  it  ever  been  brought,  to  your  attention  that  their  gains 
were  increased  by  marking  up  the  values  of  their  real  estate  ?  A. 
No,  I  never  examined  them.  ^ 

-    Q.  DM  you  know  that  they  took  the  profit  on  their  books  on 
real  estate  in  the  same  year  in  which  they  acquired  it?     A.  No. 

Q.  You  have  not  had  that  personally  in  charge  at  all?  A.  I 
have  not  examined  them,  I  think.  From  that  report,  we  have  not 
examined  them. 

Q.  Who  has  charge  in  your  office  of  the  real  estate  reports  of 
companies,  any  particular  person?     A.  No,  I  think  not. 

"-Q.  Then  you  have  not  been  advised  at  any  time  while  you  have 
been  Superintendent  of  the  condition  of  the  Provident  Savings 
Life  Assurance  Society,  except  in  a  general  way  to  the  extent  that 
you  knew  reports  were  on  file?    A.  That  is  all. 

Q.  But  you  made  no  personal  examination  of  them?  A.  I  do 
not  think  I  have. 

Q.  AVhat  examination  have  you  made  of  the  Life  Insurance 
Company  of  America,  the  Life  Association  of  America?  A.  I 
think  we  have  made  one 

Q.  It  was  examined  apparently  on  organization  in  1903  and 
again  in  December,  1904,  and  April,  1905.  Were  those  exami- 
nations in  charge  of  Mr.  Vanderpoel?    A.  They  were.         ^ 

Q.  Did  you  personally  have  anything  to  do  with  the  exami- 
nations?   A.  Not  with  the  examinations. 

Q.  It  appears  by  your  report  in  1905,  as  I  recollect  it,  that  it 
was  ascertained  by  your  examiner  that  some  $50,000  had  been 
paid  over  to  officers  of  the  company  as  compensation  for  their 
services  in  its  organization.  I  said  that  it  appeared  by  a  report  of 
1905.  As  a  matter  of  fact  that  appears  in  your  report  of 
December,  1904,  does  it  not?    A.  Yes. 

Q.  Was  that  brought  to  your  personal  attention?    A.  Yes. 
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Q.  What  did  you  do  about  it?  A.  "Why,  I  think  I  consulted 
the  Attorney  General  about  it. 

Q.  You  at  once  submitted  it  to  the  Attorney  General?  A. 
1  did. 

Q.  That  would  indicate  that  when  you  did  detect  any  extrava- 
gance or  improper  payment  of  moneys  you  were  ready  to  call  the 
matter  to  the  Attorney  General's  notice?    A.  I  did  in  that  case. 

Q.  "Was  there  any  reason  why  you  should  have  done  it  in  that 
case  and  not  in  other  cases  ?  A.  Why,  it  seemed  to  me  that  it 
v/as  illegal,  there  was  no  authority  at  law  for  paying'  that  amount. 

Q.  Yes.  Well,  was  there  any  reason  for  calling  the  Attorney 
General's  attention  to  such  an  unauthorized  payment  that  did  not 
obtain  equally  in  the  case  of  payments  by  other  corporations? 
A.  I  do  not  think  there  was  ever  any  one  of  the  kind  brought  to 
my  attention. 

Q.  Well,  that  is  the  real  reason,  is  it  not?  A.  That  is  the 
real  reason. 

Q.  That  you  had  not  discovered  the  other  matters.  Here  we 
have  a  circular  issued  by  the  Life  Association  of  America  in 
which  it  says  that  the  Life  Association  of  America  issues  annual 
dividend  policies  and  pays  larger  dividends  to  policyholders  than 
any  other  company.  And  it  sets  forth  a  couple  of  illustrations 
which  according  to  the  evidence  embraced  practically  all  the 
policies  that  that  company  had  on  which  annual  dividends  were 
paid  or  credited,  and  those  dividends  it  appears  were  arbitrarily 
arrived  at.  Now,  hadn't  that  been  brought  to  the  attention  of 
the  department  ?    A.  I  do  not  think  so,  not  to  mine,  at  least. 

Q.  Suppose  a  matter  of  that  sort  is  called  to  the  attention  of 
the  department,  what  can  the  department  say  about  it  under  the 
law,  as  you  interpret  it?  A.  I  do  not  know,  except  that  I  might 
refer  to  the  Attorney-General,  I  don't  know  what  he  should  say 
about  it. 

Q.  You  can  at  least  elicit  the  facts  and  memorialize  the  Legis- 
lature as  to  their  existence,  to  the  end  that  any  necessary  legisla- 
tion can  be  introduced  to  stop  it  or  practices  of  that  description? 
(ISTo  answer.) 

Q.  Apparently  you  examined  the  Metropolitan  Life  Insurance 
last  in  19'0b?     A.  Yes. 

Q.  How  has  it  happened  that  it  has  not  been  examined  since  ? 
A.  Well,  I  do  not  think  that  we  have  been  able  to  get  around  to 
it.    We  were  going  to  do  it  just  as  soon  as  possible. 
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■  Q.  How  many  examinations  can  you  conduct  with  your  present 
staff  in  a  year?  A.  Well,  that  depends  upon  what  companies 
they  are. 

Q.  Yes.  "Well,  take  the  companies  as  they  actually  exist  in 
New  York?  A.  I  think  I  have  got  a  memorandum  here.  There 
is  a  report  every  year  in  our  report  giving  the  number  of  those. 
(Producing  paper.)  I  made  this  memorandum  that  during  my 
administl'ation  there  has  been  an  examination  of  twenty-six  life 
companies  J  eighty-five  fire  insurance  companies,  of  three  marine 
companies.  Of  sixty-four  United  States  branch  foreign  fire  com- 
panies; of  ten  United  States  branch  foreign  marine  companies; 
of  four  United  States  branch  fire  and  casualty  companies;  of  nine 
fidelity  and  surety  companies;  of  twenty  joint  stock  casualty  cor- 
porations; of  three  credit  and  indemnity  corporations;  of  eighteen 
title  and  mortgage  guaranty  companies;  of  eighteen  fraternal 
orders,  and  eleven  assessment  associations;  a  total  of  two  hundred 
and  seventy-one  companies. 

Q.,  How, many  of  those  examinations  have  been  full  examina- 
tions or  intended  to  be  complete  examinations?  A.  I  should 
think  the  majority  of  them,. 

Q.  I  referred  to  that  because  in  connection  with  the  Security 
Mutual  you  mentioned  you  have  made  examinations  at  the  begin- 
ning of  the  year  to  verify  their  annual  statements?  A.  Yes.  I 
am  not  sure,  but  I  should  think  that  was  the  case;  I  am  going  to 
make  a  guess,  that  is  all,  that  sixty  per  cent,  of  them  were  full 
examinations. 

Q.  That  sixty  per  cent,  were  full  examinations  ?    A.  Yes,  sir. 

Q.  "What  enlargement  of  your  staff  would  it  require  to  double 
the  number  of  your  examinations?  A.  Oh,  Iv should  think  we 
would  have  to  have  —  it  would  depend  upon  whether  we  were 
going  to  make  an  examination  as  to  management. 

Q.  Yes.     A.  You  would  want  a  very  large  staff. 

Q.  Well,  we  would  like  to  have  your  judgment  on  it?  A. 
Well,  I  could  not  make  an  offhand  statement,  but  we  Would  have 
to  have  a  large  staff. 

Q.  Of  course,  I  am  not  assuming  that  you  would  discover 
everything  which  could  be  turned  up  by  access  to  papers  and 
accounts  not  disclosed  by  the  records  of  the  company,  but  I  mean 
a -full  examination  so  far  as  the  records  of  the  company  enabled 
you  to  make  it  complete.  A.  To  double  the  examinations,  you 
mean? 
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Q.  Yes.  A.  As  to  their  financial  standing? 

Q.  Yes,  to  get  the  complete  information  ?  A.  I  say  as  to  their 
financial  standing? 

Q.  Include  that.  A.  As  to  their  financial  standing  I  think  if 
you  would  add  ten  more  examiners  we  could  do  it. 

Q.  That  would  he  to  get  much  the  same  report  that  you  had 
had  hithereto?     A.  Yes. 

Q.  ISTow,  suppose  you  should  attempt  to  get  reports  that 
would  show  the  salaries  that  are  paid,  the  commission  contracts 
that  are  made,  the  moneys  that  are  spent  for  legal  expenses,  the 
amount  that  goes  out  in  connection  with  matters  of  legislation, 
would  that  entail  any  larger  "burden  upon  you  ?  A.  Why,  I  think 
as  to  the  salaries  I  could  get  that  without  additional  expense. 
That  is,  I  could  send  out,  make  a  blank,  asking  them  to  report 
their  salaries.  I  think  I  could  do  that  without  any  additional 
expense. 

Q.  And  that  would  be  true  of  itemization  of  various  items  of 
disbursements  which  are  now  grouped  under  general  heads?  A. 
I  think  of  some  of  them  at  least. 

Q.  You  could  examine  vouchers  with  regard  to  disbursements 
with  very  little  additional  clerical  assistance,  could  you  not?  I 
think  we  examine  the  vouchers  now. 

Q.  You  do  ?    A.  I  think  so. 

Q.  Vouchers  for  expenses  which  enter  into  the  total-  given 
in  the  report?  A.  Mr.  Vanderpoel  can  tell  you  better  than  I, 
but  I  think  he  does. 

Q.  I  would  like  to  know  just  what  you  embrace  in  what  you 
call  a  financial  examination.  Do  you,  for  example,  ascertain  that 
the  income  is  the  same  as  stated  in  the  report?    A.  Yes. 

Q.  That  would  be  covered  in  a  financial  examination?  A. 
Yes,  sir. 

Q.  Do  you  ascertain  that  the  disbursements  are  as  stated  in 
the   report?     A.  Yes,    sir. 

Q.  Do  you  go  behind  the  disbursement  stated  to  ascertain  the 
component  parts  of  the  items?  A.  I  do  not  think  he  does,  Mr. 
.Vanderpoel  can  answer  that  question  better  than  I  can. 

Q.  It  would  be  your  idea  that  he  would  have  to,  if  he  wa^^t"!! 
to  verify  the  total?  A.  I  don't  know  whether  he  does  or  not. 
He  will  have  to  answer  that  question. 

Q.  Has  it  been  brought  to  your  attention  that  the  Mutual 
Life  made  more  money  last  year  than  it  reported  ?    A.  ISTo, 
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Q.  Has  it  been  brought  to  your  attention  that  the  Mutual 
Life  for  many  years  has  made  a  great  deal  more  money  than  is 
stated  in  its  report?     A.  No. 

Q.  And  has  used  an  amount  of  money  apparently  to  reduce 
its  expenses  aajd  apparently  to  conceal  its  losses?     A.  No. 

Q.  You  have  not  heard  of  that?    A.  ISTo. 

Q.  No  word  of  that  has  ever  reached  you,  as  the  result  of 
any  examination?     A.  I  think  not. 

Q.  We  have  had  in  connection  with  the  .Equitable  evidence 
here  of  officers  of  the  company  taking  certain  of  the  stock  that, 
they    acquired   and    selling   it  to   the   company   and   making   ti 
profit  and  dividing  it.    Have  those  transactions  ever  been  brought 
to  your  attention?    A.  I  do  not  think  so. 

Q.  Has  it  been  your  instructions  to  your  examiners  that  they 
should  take  the  purchases  and  sales  and  observe  the  movement 
of  securities,  the  buyers  and  the  sellers,  in  order  that  it  might 
be  ascertained  whether  the  ofiicers  of  the  company  were  dealing 
with  themselves,  and  making  a  profit  out  of  the  transactions  of 
the  company  ?    A.  I  have  never  given  any  orders  of  that  kind. 

Q.  That  line  of  inquiry  really  had  not  been  conducted  by  the 
department  prior  tq  the  Equitable  trouble?  A.  I  do  not  think 
it  had. 

Q.  The  question  whether  officers  were  dealing  with  themselves 
or  making  improper  profits  was  not  regarded  by  the  department 
as  a  matter  for  special  inquiry  as  long  as  the  results  of  the  opera- 
tions showed  a  condition  of  solvency  ?     A.  I  think  that  is  right. 

Q.  Comment  has  been  made,  Mr.  Hendricks,  on  your  ]^eport 
on  the  Equitable  situation,  your  original  report,  in  the  fact  that 
it  omitted  any  reference  to  the  loan  to  the  Depew  Improvement 
Company.  Do  you  care  to  make  any  explanation  of  that  ?  A. 
Nothing,  except  that  that  was  ancient  history  to  me,  and  I  did 
not  think  it  was  very  important. 

Q.  How  long  Jiad  you  known  of  it  ?  A.  From  the  time  of  the 
former  examination. 

Q.  Did  you  understand  that  it  was  a  case  where  the  property 
which  was  a  security  of  the  loan  had  originally  been  valued  at  an 
amoimt  which  would  not  justify  the  loan,  and  another  appraise- 
ment was  obtained  which  showed  that  there  was  a  sufficient  valvie 
to  justify  the  loan  ?     A.  That  I  did  not  know. 

Q.  And  were  there  circumstances  about  it,  which  led  you  to 
regard  it  as  a  negligible  matter?  A.  Why,  when  we  rame  to 
examine  them  we  sent  appraisers  there  to  appraise  the  property. 
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Q.  And  what  did  you  make  the  value  of  the  property  on  that 
appraisal?     A.  I  can't  recollect. 

Q.  Well,  what  did  you  ascertain  on  that  appraisal  with  regard 
to  the  sufficiency  of  the  security?  A,  I  found  it  was  not  suf- 
ficient. 

Q.  And  what  was  the  date  of  that  appraisal  ?  A.  I  cannot  tell 
you  that 

Q.  It  was  at  a  time  of  one  of  those  examinations  ?     A.  Yes. 

Q.  The  examination  of  1902  was  it  not?     A.  I  think  so. 

Q.  Do  you  recall  how  long  the  loan  had  been  on  the  books  at 
that  time  ?     A.  No,  I  do  not. 

Q.  Did  you  make  that  a  subject  of  a  public  report  ?  A.  I  think 
so.     I  directed  them  to  call  the  loan. 

Q.  Af  that  time  ?     A.  At  that  time. 

Q.  Do  you  know  what  took  place  after  that — what  was  done 
about  it?  A.  Why,  I  think  the  first  request  came — I  thinl?  the 
first  request  that  came  to  us  was  that  they  thought  our  appraisers 
had  put  the  property — ^valued  it  too  low,  and  asked  for  another 
appraisal. 

Q.  Was  another  appraisal  made?  A.  I  think  I  sent  them  up 
again  to  look  it  over. 

Q.  What  was  the  result  of  that  appraisal?  A.  They  said  if 
they  did  anything  they  would  reduce  the  amount  as  the  more  they 
looked  at  it  the  more  they  thought  so. 

Q.  What  did  you  do  about  it  ?     A.  I  directed  it  to  be  called. 

Q.  And  was  it  called  ?     A.  I  think  so. 

Q.  Was  it  paid  at  that  time  ?  A.  ISTo,  I  think  the  property  was 
sold  under  the  mortgage. 

Q.  The  matter  was  not  closed  up  at  that  time  ?     A.-  'No,  sir. 

Q.  We  have  evidence  in  regard  to  that  here,  and  it  is  not 
necessary  to  revfew  it.  I  referred  to  it  because  your  failure 
to  make  reference  to  it  in  your  report  had  been  the  subject  of 
comment  and  I  desired  to  elicit  any  statement  that  you  made  in 
regard  to  it. 

Q.  Now,  you  did  not,  in  your  report  on  the  Equitable  last 
June — you  did  not  have  the  facts  enabling  you  to  report  upon  the 
matter  of  the  Union  Pacific  Preferred  Stock  Syndicate,  did  you? 
A.  No. 

Q.  Had  you  seen  a  copy  of  the  syndicate  agreement?    A.  No. 

Q.  Did  you  examine  Mr.  Hyde  with  reference  to  that?  A. 
Yes. 
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Q.  Did  you  elicit  the  facts  as  to  the  relation  of  the  Equitable 
to  that  transaction?  A.  "Well,  I  cannot  recall  just  what  his  evi- 
dence was  on  that. 

Q.  Did  you  make  that  the  subject  of  your  report?  A., I 
think  so,  at  least — I  am  not  sure  about  that;  it  is  in  the  testi- 
mony. What  I  got  out  of  that  was  I  called  Mr.  Schiff  on  that 
question. 

Q.  Yes.  "Well,  did  you  get  at  the  facts?  A.  Why,  yes,  I 
.  think  so. 

Q.  Well  did  you  report  on  that?  A.  I  don't  know,  did  I  re- 
port on  that? 

Q.  Wasn't  that  omitted  from  your  report?     A.  Possibly. 

Q.  I  want  to  be  sure  about  it.  If  you  will  look  over  the  re- 
port.    A.  Very  likely. 

Q.  Why  was  it  omitted?  A.  I  did  not  find  that  the  society 
had  lost  any  money  by  it. 

Q.  That  was  the  objective  of  your  inquiry?  A.  That  was 
what  I  was  after. 

,Q.  And  you  were  not  intent  upon  criticism  with  reference  to 
the  propriety  of  investments  if  the  Society  had  sustained  no 
loss?  A.  Well,  of  course,  Mr.  Schiff's  testimony  was  that  they 
had  never  sold^the  company — the  Equitable^,  a  dollar's  worth  of 
stock. 

Q.  And  Mr.  Hyde  thought  that  Mr.  Schiff  was  mistaken?  A. 
I  think  he  must  have  been  mistaken. 

Q.  But  the  point  of  the  present  inquiry  is  this :  That  you  were 
not  then  examining  the  transactions  of  the  Equitable  with  the 
object  of  reporting  upon  the  propriety  or  impropriety  of  the 
Equitable,  directly  or  indirectly,  going  into  a  holding  syndicate, 
but  to  find  out  what  money  it  had  lost?  A.  Yes.  I  found  that 
there  was  no  loss;  they  were  authorized  under  the  law  to  invest 
in  the  stock  companies  and  at  that  time  when  I  made  the  ex- 
amination they  had  quite  a  profit  upon  their  investment  in  that 
stock. 

Q.  Did  you  think  it  would  have  been  a  proper  thing  for  the 
Equitable  to  enter  into  a  holding  syndicate  of  that  description  in 
its  own  name  directly,  Or  as  a  participant?  A.  "No,  I  would  not 
think  that  was  proper,  but  I  do  not — ^the  testimony  on  that  part 
was  very  conflicting. 

Q.  Did  anyone  request  you  to  omit  mention  of  that  in  your 
report?     A.  'No.  sir. 
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Q.  You  omitted  it   on  your  own  judgment?     A..  Tes,  sir. 

Q.  Because  you  thought  it  was  not  a  matter  which  deserved 
attention  on  the  part  of  the  public?     A.  No. 

Q.  You  knew  that  the  Equitable  had  in  fact  put  up  the  money 
and  taken  the  stocks?     A.  I  hadn't  any  doubt  of  it. 

Q.  And  that  the  dividends  had  been  paid  to  the  Equitable 
upon  this  stock?  A.  Well  I  knew  that  and  I  knew  there  was  a 
profit  in  that  transaction,  and  I  considered  if  they  were  going  to 
hold  any  stock,  that  had  as  large  a  measure  of  safety  in  it  as  any 
stock  they  could  buy. 

Q.  You  mention  a  number  of  syndicate  transactions  in  your 
report,  but  there  have  been  a  number  referred  to  in  evidence 
here  that  were  not  mentioned.  What  is  the  explanation  of  that? 
A.  Probably  I  didn't  find  them. 

Q.  You  reported  all  you  knew  of?  A.  We  reported  all  we 
knew  of. 

Q.  And  did  you  examine  into  any  other  syndicate  participations 
than  those  that  had  been  mentioned  in  the  correspondence  between 
the  officers?     A.  No,  I  think  not. 

Q.  You  mentioned  in  your  report  the  method  in  which  the 
Equitable  had  dealt  with  agents'  balances.  When  did  you  first 
discover  that  —  I  refer  to  the  practice  of  transferring  agents' 
balances  to  a  trust  company  and  taking  credit  for  cash  on  hand 
in  the  report,  and  thus  in  that  way  increasing  the  assets,  inas- 
much as  agents'  balances  were  not  allowed  by  the  Department 
to  rank  as  assets?  A.  I  think  I  had  known  of  it  —  I  think  every- 
body knew  that  that  had  been  done. 

Q.  Now  didn't  you  understand  that  the  Equitable  really  guar- 
anteed the  trust  company  to  whom  it  transferred  those  balances, 
against  loss?  A.  There  were  conflicting  statements  on  that.  I 
think  that  Mr.  Frick  in  his  testimony  said  he  didn't  regard  —  I 
say  I  better  look  at  that  testimony  —  but  my  impression  now  is 
that  Mr.  Erick  thought  that  the  Equitable  were  not  liable.  On 
the  other  hand  the  man  who  really  managed  those  loans  said  he 
regarded  the  Equitable  as  liable  for  them. 

Q.  Well,  did  the  department  take  any  action  to  compel  the 
insertion  of  a  liability  on  the  part  of  the  company  against  in- 
creased assets  represented  by  the  cash  obtained  by  the  transfer 
of  the  agents'  balances?     A.  In  the  last  report. 

Q.  They  have  done  that?     A.  Yes.  , 

Q.  What  has  been  done  by  the  department,  if  anything,  to 
stop  the  evil  of  rebating?     A.  We  have  not  been  able  to  do  much. 
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Q.  Have  you  taken  anj  steps  to  ascertain  how  far  the  officers 
of  companies  obtained  rebates  of  commissions  on  their  own  in- 
surance? '  A.  I  did  not  know  that  until  the  examination. 

Q.  The  department  really  has  not  conducted  any  inquiry  to 
ascertain  the  extent  of  the  rebating  evil  ?     A.  No. 

Q.  Has  it  ascertained  how  far  the  companies  permit  agents  to 
remit  in  notes  for  premiums?     A.  ISTo. 

Q.  Do  you  know  whether  or  not  it  is-  a  practice  to  permit 
agents  to  put  in  notes  for  premiums  which  in  fact  are  not  collected? 
A.  I  don't  know  that, 

Q.  We  woiild  be  very  glad,  Mr.  Hendriciks,  if  you  would  sug- 
gest to  the  committee  what,  from  your  experience,  is  needed  in 
order  to  make  the  work  of  the  department  more  efficient  in 
the  way  of  power  or  amplification  of  existing  statutes?  A. 
Why,  my  view  of  it  is,  Mr.  Hughes,  that  the  department  ought 
not  to  be  given  power  to  go  any  further  than  to  examine  com- 
23anies  as  to  their  solvency  —  that  they  are  able  to  pay  —  their 
financial  condition.  I  believe  it  will  be  a  very  grave  mistake 
if,  the  department  was  authorized  to  go  in  and  undertake  to 
manage  the  companies.  I  think  they  must  be  left  in  the  pub- 
lic interest  to  the  officers  of  the  companies  and  hold  them  re- 
sponsible. In  my  opinion  if  the  department  was  to  be  given  that 
power  it  would  be  a  great  error — ^better  go  to  paternalism  and 
manage  the  company  wholly — make  a  State  insurance  company — 
have  the  State  assume  the  responsibility  for  it.  I  think  it  would 
be  a  dangerous  thing  to  give  the  superintendent  of  insurance  the 
power  to  say  how  much  salary  there  should  be  or  how  much  com- 
mission they  should  pay  or  what  securities  they  should  buy.  I  do 
not  think  there  ought  to  be  a  divided  responsibility.  I  think  it 
ought  to  be  left  with  the  officers  of  the  company  and  hold  them 
responsible  for  it.     That  is  my  view  of  it.    I  may  be  wrong. 

Q.  Do  you  see  any  possible  objection  to  the  State's  obtaining 
through  the  department  full  information  as  to  what  the  companies 
really-  do?  A.  No.  There  are  some  things  that  ought  to  be 
done  perhaps  by  the  department. 

Q.  Don't  you  think  that  the  business  of  the  insurance  com- 
pany should  be  conducted  in  such  a  way  that  their  transactions 
should  be  publicly  known?  A.  I  think  the  books  ought  to  be 
kept  so  you.  can  tell  something  about  it.  They  ain't  all  kept  in 
that  way. 

Q.  And  there  is  everything  to  gain  and  nothing  to  lose  by  hav- 
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ing  tlie  utmost  publicity  in  connection  with  a  company  like  an 
insurance  company?  A.  I  think  that  is  right;  there  ought  to  be 
more  publicity. 

Q.  And  don't  you  think  that  the  State  can  avail  itself  of  the 
insurance  department  to  enforce  absolute  publicity  by  insisting 
upon  a  rigid  inquiry  into  the  operations  of  the  company?  A. 
Why  I  don't  think  that  the  interference  of  the  department  into 
the  question  of  investments,  as  Icmg  as  they  are  along  the  line 
they  are  authorized  to  invest  in,  or  in  what  they  should  pay  their 
agents,  or  the  salaries  of  the  officers — ^I  can  conceive  of  an  officer 
who  might  because  he  was  a  good  investor  be  worth  to  a  company 
more  than  $400,000  a  year  in  the  manner  lq  which  he  made  his 
investments.  I  can  conceive  of  another  man  who  would  not  be 
cheap  at  a  dollar  a  year.  I  think  there  is  a  great  difference.  You 
must  pay  men  who  are  really  capable  of  managing  a  great  cor- 
poration a  fair  salary  and  I  know  of  no  statiite  or  no  law  that 
would  allow  the  Insurance  Department  to  ask  or  to  suggest  to 
a  corporation  that  it  should  reduce  the  salary  of  the  officers. 

Q.  You  have  something  different  in  mind  than  was  suggeste,d 
by  my  question.  I  want  to  know  whether  there  is  any  objection 
in  your  mind  to  have  the  Insurance  Department  find  out  and 
report  all  the  facts  in  regard  to  the  insurance  companies.  A.  I 
am  in  favor  of  that. 

Q.  In  other  words  if  an  insurance  company  is  paying  a  salary 
let  the  public  know  what  it  is  and  then  it  may  fairly  be  judged 
whether  under  the  circumstances  it  is  too  low  or  too  high.  If 
a  company  is  engaged  in  a  certain  class  of  investment  let  the 
facts  appear  and  then  the  companies  will  deal  with  each  other 
upon  a  basis  of  competition  which  will  result  according  to  their 
proved  efficiency  or  inefficiency — ^you  approve  of  that  do  you  not  ? 
A.  I  do. 

Q.  Now  what  is  there  in  the  line  of  legislation  which  is  neces- 
sary to  equip  the  department  to  render  the  services  of  a  com- 
plete and  full  exposure  of  the  conditions  of  insurance  com- 
panies? A.  Why,  if  you  deem  frequent  examinations — you 
would  have  to  make  frequent  examinations,  I  should  think  you 
would  have  to  double  their  force  of  examiners. 

Q.  Double  their  force  of  examiners?  A.  I  should  think  at 
least  that. 

Q.  How  far  increase  their  appropriation?  A.  Oh,  I  could 
hardly  tell  that;  I  should  say  fifty  or  sixty  thousand  dollars.      , 
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Q.  Fifty  or  sixty  thousand  dollars.  The  department  would 
still  be  within  the  amounts  paid?    A.  Oh,  yes. 

Q.  By  .the  companies?  A.  Yes.  I  think  we  turned  in  since 
I  have  been  there  about  $600,000,  or  very  nearly  that,  more  than 
the  cost. 

Q.  That  operates  as  a  tax — indirect  tax  uJ;on  the  insurance 
companies?     A.  Yes. 

Q.  I  mentioned  a  moment  ago  the  matter  of  rebating  and  re- 
ferred to  the  practice  of  companies  taking  notes.  Now,  in  most 
cases  the  companies  themselves  do  not  take  the  notes,  but  the 
agents  take  them — are  you  acquainted  with  that?  A.  I  knew  the 
agents  take  them. 

Q.  And  then  don't  collect  them.  Is  that  according  to  your 
experience  a  frequent  method  of  attempted  evasion  of  the  law? 
A.  I  do  not  think  that  is  so.  I  have  some  question  of  whether 
that  is  true.  I  think  they  take  some  notes,  and  expect  to  pay 
them,  but  possibly  some  that  they  do  not  get ;  but  I  do  not  think 
the  company  will  stand  for  them.  I  think  the  agent  has  to  lose 
that.     I  suppose  so,  at  least. 

Q.  I  mentioned  one  matter  with  regard  to  your  report  as 
to  the  omission  of  it,  and  I  want  to  ask  you  the  general  question 
whether  any  one  made  any  suggestion  to  you  as  to  what  you 
should  include  or  omit  with  reference  to  anything  in  that  report? 
A.  I  do  not  think  any  one  dared  to. 

Q.  And  you  acted  there  entirely  on  your  judgment  ?  A.  I  did, 
sir. 

BY  THE  OHAIEMAN: 

Q.  Superintendent,  do  you  know  any  objection  to  making  pub- 
lic the  names  and  addresses  of  policyholders  of  all  companies? 
A.'Of  course  that  would  give  great  opportunity  for  what  is  called 
twisting — that  is  the  agent  would  be  going  for  those  people  very 
soon;  every  one  of  those  policyholders  and  endeavoring  to  get 
them  away  from  the  other  companies. 

Q.  It  would  give  equal  opportunity  to  all,  however?  A.  Pos- 
sibly. 

Q.  Is  that  the  only  objection  that  suggests  itself  to  you?  A. 
"Why,  that  is  the  only  objection. 

Q.  No  evasion  of  public  rights,  the  humiliation  of  any  one? 
A.  I  do  not  think  so.  ■ 

BY  ME.  HUGHES: 

n    -v^.-  V.OTTO  Tnontin-nprl  tTifi    TinTTibp.r  of  examinations    that 
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you  have  had.  Can  you  state  how  many  companies  there  are 
of  various  sorts  of  insurance  companies,  who  are  subject  to  the 
jurisdiction  of  your  department?     A.  About  433. 

BYME.  TULLY: 

Q.  How  many?    A.  433  companies. 
Q.  Of  all  kinds?    A.  Of  all  kinds. 
Q.  That  includes  casualty?    A.  Yes. 

BY  THE  CHAIRMAN: 

Q.  Have  you  them  there  in  detail,  the  numbers?  A.  I  have 
merely  made  a  little  memorandum.  I  will  say  I  think  that  the 
public  got  an  impression  that  all  the  insurance  department  had 
to  do  is  to  supervise  the  large  life  companies.  I^ow,  the  fact 
is  that  the  amount  of  business  done  by  the  domestic  life  insur- 
ance companies  in  this  State  while  I  have  been  in  office  is 
$1,178,000,000  of  insurance  and  they  had  over  $7,099,000,000  of 
insurance  in  force.  I  have  not  got  just  the  number  of  casualty 
companies,  but  the  casualty  companies  received  in  premiums  fifty- 
three  millions  of  dollars  and  the  domestic  fire  and  insurance  over 
$545,000,000  of  premiums,  and  they  had  fifteen  billions  of  insur- 
ance— that  is  besides  all  the  other  companies.  I  would  say  per- 
haps from  good  luck  during  all  the  time  that  I  have  been  superin- 
tendent there  has  been  only  one  fire  company — only  one  company 
and  that  a  fire  company  that  has  been  in  the  hands  of  a  receiver 
and  that  was  mostly- — the  larger  part  of  that  was  reinsured  so  there 
was  very  small  loss  to  any  policyholder. 

BY  THE  CHAIRMAN": 

Q.  I  gather  from  what  you  say  that  the  life  insurance  busi- 
ness as  large  as  it  is,  is  yet  smaller  than  some  of  the  other  classes 
of  insurance  which  you  have  to  supervise?  A.  Yes,  I  think  it 
was  smaller. 

Q.  You  stated  there  were  fifteen  billions  of  fire  and  marine 
insurance?    A.  Yes. 

Q.  That  is  much  more  than  the  life  insurance — nearly  twice 
as  much?  A.  Yes,  and  I  want  to  say  that  .during  1901,  when 
we  had  those  great  conflagrations,  our  examiners  were  very  busy 
looking  up-  all  the  companies,  and  the  foreign  companies  which 
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were  really  our  own  companies  located  here,  we  watclied  them  very 
close,  and  had  to  call  on  them  for  money  on  the  other  side  for  a 
number  of  times,  so  as  to  keep  them  in  shape  to  pay  the  bills  — 
pay  the  losses. 

BY  ME.  HUGHES: 

Q.  Was  your  examination — did  your  examination  of  the  Equi- 
table this  year  differ  in  any  respects  from  the  examinations  that 
you  had  made  of  the  Equitable  or  of  other  companies  previously 
— I  mean  in  its  method  and  proposed  scope?  A.  It  may  have 
been  a  little  more  thorough. 

Q.  Was  it  your  intention  in  that  examination  to  go  into  the 
questions  of  management,  extravagance,  irregularities,  profits 
made  by  officers?  A.  I  did  go  into  that  in  my  examination, 
matters  of  management. 

Q.  Did  you  intend  to  make  that  complete?  A.  Why,  yes,  I 
did  intend  to  make  that  complete,  but  after  the  appointment  of 
this  committee  I  did  not  think  it  would  be  proper  for  me  to  go 
into  it. 

Q.  I  see.     Did  you  examine  Mr.  Jordan  ?    A.  ITo. 

Q.  Why  was  that?  A.  When  we  called  him,  we  didn't  get 
him. 

Q.  He  had  already  gone? 

MR.  HUGHES :  He  had  already  gone. 
BY  ME.  WEMPLE: 

Q.  Mr.  Hendricks,  how  are  the  charges  that  the  department 
made  on  these  different  companies  made  up  for  the  examinations  ? 
A.  How  are  they  made  up  ? 

Q.  Yes.     A.  How  we  get  what  we  get? 

Q.  Yes.  A.  We  charge  them  exactly  what  we  pay  our  ex- 
aminers. 

Q.  So  much  per  day?  A.  Yes,  just  what  we  pay  our  exam- 
iners during  the  time  they  are  engaged  there. 

Q.  There  are  expense  items  go  in  that,  traveling  expenses,  and 
such  matters?  A.  I  do  not  think  there  is  very  much  traveling 
expenses.  They  are  mostly  located"  here,  and  the  large  companies 
are  here. 
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BY  MR.  HUGHES : 

Q.  Mr.  Hendricks,  what  was  the  attitude  of  the  Department 
towards  the  proposal  to  repeal  Section  56  of  the  Insurance  Law  — 
jou  know  what  I  mean  by  Section  56?    A.  'No,  sir,  I  do  not. 

Q.  "Well,  it  is  a  provision  that  no  order,  judgment  or  decree 
providing  for  an  accounting,  or  restraining,  enjoining,  or  inter- 
fering with  the  transaction  of  the  business  of  any  domestic  in- 
surance corporation  or  appointing  a  temporary  or  permanent  re- 
ceiver shall  be  made  or  granted  otherwise  than  on  the  application 
of  the  Attorney  General  on  his  ovsti  motion  or  after  his  approval 
of  a  request  in  vn-iting  therefor  of  the  Superintendent  of  Insur- 
ance except  in  an  action  of  a  judgment  creditor  or  in  proceedings 
supplementary  to  exebution.  The  question  is  as  to  the  freedom 
of  access  of  a  policyholder  to  the  courts  to  obtain  an  accounting 
if  he  for  any  reason  thinks  he  has  a  grievance  against  the  com- 
pany in  the  distribution  of  surplus  or  otherwise  —  have  you  a 
conviction  upon  that  matter?  A.  I  have  never  expressed  it  if  I 
have,  I  would  not  hardly  know  what  to  say  about  it. 

Q.  Well.  I  understand  there  was  some  effort  made  in  the  last 
session  to  repeal  that  law.  Did  the  Department  take  any  attitude 
in  regard  to  it?    A.  None  at  all. 

Q.  Was  the  department  asked  with  regard  to  the  advisability 
of  the  repeal?  A.  I  do  not  think  so;  I  have  no  recollection  of 
being  asked. 

BY  ME.  WEMPLE: 

Q.  What  is  your  judgment  about  the  repeal  of  that  section,  Mr. 
Hendricks?  A.  Well,  I  am  not  prepared  to  say  what  ought  to  be 
done  with  it. 

BY  MR.  HUGHES: 

Q.  Have  examinations  been  made  of  insurance  companies  under 
the  department's  supervision  by  others  than  the  examiners  of  the 
department?  Have  clerks  of  the  Sapartment  been  sent  down  ^  at 
any  time  to  make  an  examination?  A.  I  don't  think  so.  I  think 
we  have  sent  down  occasionally  a  clerk  from  the  actuary's,  depart- 
ment when  we — in  the  business  of  the  actuary — ^when  we  sent 
down  an  actuary  down  here  we  sent  a  clerk  down  to  help  him,  to 
assist  him. 
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Q.  Well,  have  tliere  been  any  pro  forma  examinations — ex- 
aminations made  by  tbose  wbo  were  not  examiners,  by  clerks  who 
wanted  a  furlough — anything  of  that  kind?     A.  None. 

Q.  Nothing  of  that  sort  has  ever  occurred  under  your  adminis- 
tration!    A.  No. 

ISAAC  VANDEKPOEL,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Vanderpoel,  how  long  have  you  been  connected  with  tha 
Insurance  Department?     A.  Since  1870. 

Q.  How  long  have  you  been  Chief  Examiner?     A.  Since  1895. 

Q.  Have  you  since  1895  been  in  charge  of  all  the  examinations 
of  life  insurance  companies  .that  have  been  made  by  the  Depart- 
ment?    A.  Practically. 

"Q.  When  you  undertake  a  full  examination  of  a  life  insurance 
company  what  do  you  do— what  is  your  method?  A.  Well,  I 
would  examine  it  the  same  as  a  bank  examiner  examines  a  bank, 
take  the  condition  on  any  date,  ascertain  their  assets  and  liabilities 
under  the  law. 

Q.  Do  you  examine  for  the  purpose  of  verifying  the  annual 
report?  .  A.  In  the  case  of  most  life  insurance  companies  that  has 
been  the  ease. 

Q.  Keourrlng  to  the  examination  of  the  Mutual  Life  Insurance 
Company  in  1902  or  1903,  how  long  did  that  examination  con- 
tinue?   A.  From  January,  1903,  to  September,  1903. 

Q.  Did  it  not  progress  in  1902?     A.  Not  in  1902. 

Q.  I  asked  tliat  because  of  a  statement-  furnished  by  the  com- 
pany showing  a  payment  to  the  S^ipeiintendent  in  December, 
1902,  of  some  $9,000  and  upwards  in  connection  with  an  examina- 
tion? A.  That  may  have  been  for  the  appraisal  of  real  estate.  I 
am  not  aware  that  we  did  any  examination  work  there  otherwise. 

Q.  How  many  did  you  have  with  you  in  the  examination  of 
the  Mutual  Life  in  1903?     A.  About  twelve  men.  , 

Q.  Who  were  they?       A.  You  have  their  names  there. 

Q.  The  list  has  gone  to  the  stenographer.  Can  you  enumer- 
ate them?     A.  Do  you  want  the  full  names? 

Q.  Yes.  A.  Silas  C.  Hay,  Daniel'  F.  Gordon,  Frederick  H. 
Parker,  Seth  C.  McArthur,  Eichard  A.  Elmer,  Isaac  Fuld  and 
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Mr.  Mellen  since  dead.  Well,  I  had,  roughly  speaking,  a  dozen 
men.    The  names  of  the  other  five  I  do  not  recall. 

Q.  Were  all  the  dozen  men  examiners?     A.  Yes,  sir. 

Q.  How  much  of  the  period  you  have  mentioned  were  they 
actually  at  work?     A.  The  entire  period. 

Q.  Nine  months?    A.  Yes,  sir. 

Q.  What  did  you  do  in  connection  with  the  work  personally? 
A.  Well,  in  addition  to  supervising  the  work  generally,  I  made 
investigations  of  the  books,  including  the  securities,  the  pur- 
chases and  sales,  the  examination  of  all  their  books  of  final 
account,  examination  of  vouchers,  running  the  same  through 
cash  and  subsidiary  books,  finally  into  the  ledger,  from  which 
practically  all  their  annual  statements  were  made  up. 

Q.  Did  you  verify  the  report  of  income  by  the  company? 
A.  I  did. 

Q.  Did  you  find  it  to  be  as  stated  in  their  sworn  report  ?  A. 
I  did. 

Q.  How  did  you  verify  that  ?  A.  In  the  manner  I  have  stated, 
by  making  an  examination  of  their  cash  book,  check  books — 
vouchers  were  not  checked  solid;  the  time  occupied  in  doing 
so  would  be  so  long  that  our  opportunities  were  somewhat  limited 
in  that  direction,  but  I  suppose  we  checked  twenty  per  cent. 
of  the  vouchers  at  random. 

Q.  Did  you  call  upon  the  treasurer  to  produce  the  results 
of  the  business  of  the  year  before?  A.  I  have  reviewed  the 
purchase  and  sale  of  securities  from  the  treasurer's  books. 

Q.  Did  you  call  upon  the  treasurer  to  produce  his  balance 
sheet  showing  the  gains  of  the  year  before?     A.  I  think  I  did. 

Q.  Now,  are  you  prepared  to  testify,  Mr.  Vanderpoel,  that 
your  examination  showed  that  the  actual  income  of  the  com- 
pany was  as  stated  in  the  reports  ?  A.  So  far  as  manifested  by 
the  books   of   account. 

Q.  Yon  did  not  find  that  the  income  was  greater  than  that 
stated  in  their  report,  and  that  they  used  parts  of  it  to  reduce 
their  losses  through  their  profit  and  loss  acount  or'  otherwise  ? 
Jl.  I  did  not. 

Q.  Is  this  the  first  suggestion  to  you  of  anything  of  that  kind  ? 
A.  It  is  the  first  suggestion  of  anything  of  the  sort. 

Q.  ISTow,  did  you  verify  the  disbursements  of  the  company-  as 
shown  in  their  report?     '  A.  I  did. 

Q.  Take  the  matter  of  salaries  —  Did  you  find  out  what  the 
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salaries  were?  A.  I  found  out  the  amount  charged  to  salary 
account  was  as  stated. 

Q.  Did  you  find  out  what  the  president's  salary  was?  A.  I 
did  not. 

Q.  Did  you  try  to  find  out.     A.  I  did  not. 

Q.  Why  not  ?  A.  Well,  the  total  salaries  were  checked.  That 
had  been  the  custom  of  our  examinations,  sir. 

Q.  How  could  yoji  find  out  what  the  total  salaries  were 
without  knowing  what  the  salaries  were  separately?  A.  Well, 
it  was  the  custom  of  the  cashier  to  draw  once  a  month  a  check 
payable  to  salaries.  The  check  was  made  to  the  order  of  him- 
self, and  those  salaries  were  paid  without  any  detail  memoran- 
dum being  made  except  in  the  (3ashier's  department. 

Q.  Wasn't  it  a  part  of  your  duty  to  ascertain  that  those  salaries 
had  in  fact  been  paid?    A.  It  was. 

Q.  What  did  you  do  to  ascertain  that?  A.  I  ascertained  that 
from  the  entries  in  the  book. 

Q.  Did  you  find  an  entry  in  the  book  showing  what  had  been  paid 
to  Mr.  R  A.  McCurdy  ?    A  I  did  not.  ' 

Q.  How  did  you  ascertain  then  what  had  been  paid  to  him? 
A.  I  did  not  then  ascertain  what  had  been  paid  to  him. 

Q.  Then  all  that  you  had  was  that  a  cashier's  check  had  been 
drawn  for  a  certain  amount  and  charged  to  salaries  ?    A  That  is  it. 

Q.  And  that  amount  had  been  carried  forward,  posted  in  the 
proper  account  under  the  head  of  salaries  ?    A.  Exactly. 

Q.  But  whether  that  amount  or  half  that  amount  had  actually 
been  paid  in  salaries  you:  did  not  know  ?  A."  Not  beyond  what  the 
books  spoke. 

Q.  Did  the  books  —  all  the  books  showed  was  a  lump  item  of 
salaries  for  a  month,  we  will  say  ?    A.  Exactly. 

Q.  Posted  under  salary  account  ?    A.  Yes. 

Q.  And  you  did  not  know  whether  that  amoimt  had  actually 
been  disbursed  or  not?    A.  Not  beyond  what  the  books  showed. 

Q.  The  books  didn't  show  ?    A.  It  showed  they  were  charged. 

Q.  A  lump  sura  ?    A.  Lump  sum. 

Q.  It  did  not  show  individual  salaries  ?    A.  No,  it  did  not. 

Q.  Did  you  know  what  the  salaries  of  any  of  the  offioeirs  were? 
A.  I  did  not. 

Q.  Did  you  inquire  at  any  time  ?    A.  I  did  not. 

Q.  Did  you  inquire  into  the  amount  of  commissions  paid  to 
Kobert  H.  McCurdy  ?    A.  I  did  not. 

Q.  Did  you  examine  the  books  which  showed  the  account  of  the 
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payments  made  to  him  ?  A.  I  did  not,  except  in  the  examination  of 
the  foreign  account  there  would  be  commission  charges  occasionally, 
which  showed  that  Mr.  McOurdy  was  getting  a  commission  on  the 
foreign  business. 

Q.  And  having  ascertained  that,  did  you  endeavor  to  ascertain 
the  amount  of  his  commissions?  A.  In  a  general  way  I  under- 
stood about  how  they  ran  from  an  inspection  of  the  account. 

Q.  Did  you  inspect  the  account  which  showed  the  amount  paid 
him?    A.  I  did. 

Q.-  Then  you  did  ascertain  the  amount  that  he  was  receiving? 
A.  In  a  general  way. 

Q.  How  could  you  ascertain  it  in  a  general  way  vsdthout  ascer- 
taining it  exactly  as  it  was  —  you  saw  the  account,  didn't  you  ? 
A.  I  saw  the  account. 

Q.  Did  you  make  a  report  on  it  ?  A.  ISTo)  his  commission  was 
charged  to  commission  account  in  the  general  commission  item  in 
all  these  statements. 

Q.  Was  there  a  separate  account  kept  with  him  ?  A.  I  never 
saw  it._ 

Q.  Then  you  did  not  know  what  he  was  individually  receiving  ? 
A.  I  did  not. 

Q.  You  never  knew  ?    A.  I  never  did. 

Q.  Then  what  did  you  mean  a  moment  ago  by  saying  that 
you  examined  it  in  a  general  way?  A.  I  saw  that  the  commis- 
sions so  stated  to  have  been  paid  in  these  accounts  were  paid. 

Q.  You  saw  there  was  a  commission  account?     A.  Yes,  sir. 

Q.  Headed  simply  "  Commissions  "  ?     A.  Yes. 

Q.  Now,  how  did  you  verify  the  charges  to  that  account  to 
see  that  the  business  —  to  see  that  the  persons  —  that  any  person 
had  received  the  money  charged  to  commission  account?  A. 
Well,  all  the  commission  charges  were  in  the  agents'  monthly  re- 
ports, so  much  on  first  business  and  so  much  on  renewals. 

Q.  Then  you  compared  the  agents'  reports  with  the  commission 
account?     A.  Yes,  with  the  commission  account. 

Q.  Did  you  do  that?     A.  Yes. 

Q.  Then  you  found  cTut  what  was  paid  to  Mr.  E.  H.  McCurdy, 
didn't  you?  A.  Well,  Mr.  McOurdy,  as  I  understand  it,  would 
sometimes  be  paid  his  commissions  by  the  home  office,  sometimes 
it  would  be  charged  in  general  commission  account  and  foreign 
account.     There  I  could  not  trace  it. 

Q.  Why  coiild  you  not  trace  it?  A.  Well,  the  percentage 
of  commissions  on  the  whole  business  was  stated  in  the  account. 
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and  I  assumed  that  bis  emol-ument  was  included  in  the  total  com- 
mission. 

Q.  But  you  did  not  know  what  it  was.  You  did  not  know 
whether  he  was  getting  one  hundred  thousand  dollars  or  a  hun- 
dred and  fifty  thousand  dollars  a  year  out  of  it,  did  you?  A.  I 
did  not. 

Q.  Did  you  make  any  effort  to  ascertain?     A.  I  did  not. 

Q.  Did  you  call  for  an  inspection  of  his  contracts?  A.  ''' 
did  not. 

Q.  Did  you  make  any  efforts  to  asc.ertain  the  amounts  received 
in  commissions  by  C.  H.  Eaymond  &  Company?  A.  I  found  out 
what  they  were,  yes ;  those  were  apparently  part  of  their  accounts. 

Q.  Was  there  any  other  account  which  was  kept  in  such  a  way 
that  you  could  not  tell  the  commissions  actually  paid  to  the  agent, 
except  in  the  case  of  R.  H.  McCurdy?     A.  The  only  one. 

Q.  That  being  the  only  one,  why  didn't  you  insist  upon  informa- 
tion regarding  it?  Did  not  that  attract  your  attention?  A.  No, 
it  did  not. 

Q.  It  was  kept  differently  from  other  accounts?     A.  It  was. 

Q.  Did  you  learn  whether  or  not  there  were  any  confidential 
books  relating  to  that  account?     A.  I  did  not,  sir. 

Q.  Did  you  make  any  effort  when  you  found  that  an  account 
of  the  son  of  the  president  was  kept  differently  from  other  ac- 
counts, to  get  at  all  facts  relating  to  it?  A.  I  did  not,  beyond 
seeing  that  the  commissions  were  paid  as  stated. 

Q.  How  could  you  verify  that  without  seeing  Mr.  McCurdy's 
vouchers?  A.  I  could  not  verify  what  his  emolument  was  under 
the  contract. 

Q.  How  did  you  know  they  were  paid  as  stated?  A.  The  hooka 
so  stated. 

Q.  You  mean  by  saying  that  they  were  paid  as  stated,  that 
there  was  a  certain  amount  charged  to  commission  account? 
A.  Yes. 

Q.  But  whether  it  actually  reached  anybody  you  did  not  know  ? 
A.  I  did  not. 

Q.  What  Mr.  McCurdy  was  making  out  of  it  you  did  not 
know  ?     A.  No,  sir,  I  did  not. 

Q.  Then  you  could  not  tell  whether  or  not  the  disbursements 
account  was  accurate  or  otherwise,  save  as  you  found  an  entry 
in  the  ledger  corresponding,  taking  them  all  together,  to  the  items 
stated  in  the  report  ?     A.  Exactly. 

Q.  Then  did  your  examination  simply  mean  that  you  would 
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look  at  a  ledger  account  and  see  if  you  found  an  item  or  an  ag- 
gregate of  items  which  would  correspond  to  the  amount  stated  in 
the  report  ?     A.  I  did,  sir. 

Q.  That  is  what  it  amounted  to  ?  A.  That  is  what  it  amounted 
to. 

Q.  Of  what  value  was  that  ?  A.  It  verified  the  fact  that  tho 
sworn  statement  was  as  stated. 

Q.  It  verified  the  fact  that  there  were  no  entries  in  books  which 
corresponded  to  the  sworn  statement  ?     A.  Exactly. 

Q.  But  it  really  would  not  furnish  much  security  if  anybody 
chose  to  practice  a  little  irregular  bookkeeping — I  do  not  mean  to 
say  that  was  done  in  that  case,  but  as  a  test  in  the  method  of  ex- 
amination, that  would  not  be  much  of  a  safeguard,  would  it  ?  A. 
Not  as  indicating  what  any  particular  individual  might  have  been 
receiving. 

Q.  Or  for  that  matter  that  the  amounts  were  ever  paid  at  all  ? 
A.  Well,  the  amounts  were  stated  to  be  paid  by  these  monthly 
reports. 

Q.  Those  you  could  verify  by  the  agents'  vouchers  ?  A.  Yes, 
sir. 

Q.  And  the  only  unverified  item,  am  I  to  understand,  was  that 
of  Mr.  E.  H.  McCurdy?     A.  The  only  one. 

Q.  And  you  left  that  alone?  A.  Well,  I  got  it  in  these  com- 
missions, but  I  did  not  know  how  much  he  got  out  of  it. 

Q.  Did  you  leave  that  alone  because  he  was  the  son  of  the  presi- 
dent ?     A.  I  did  not. 

Q.  Why  did  you  leave  it  alone  ?  A.  Well,  I  examined  no  con- 
tracts in  the  Mutual  Life  because  in  the  majority  of  instances, 
if  not  all,  the  agents'  monthly  -  reports  were  practically  photo- 
graphs of  the  commission  contracts. 

Q.  That  was  not  so  in  Mr.  E,.  H.  McCurdy's  contracts  ?  A. 
There  was  nothing  apparent  from  the  books  that  Mr.  McCurdy 
got  the  commission.  The  total  commission  charged  was  in  the 
commission — the  commission  to  him  was  in  the  total  of  commis- 
sions charged. 

Q.  You  knew  there  was  a  commission  to  him,  you  knew  he  got 
a  commission  on  the  foreign  business?    A.  I  heard  so. 

Q.  You  did  not  verify  it  to  see  what  it  was?  A.  I  did  not 
verify  anything  beyond  the  total  commissions  item  in  those  foreign 
reports. 

Q.  I  know  that,  but  why  did  you  not,  in  order  that  you  might 
know  exactly,  what  the  condition  of  the  company  was,  and  the 


Testimony  of  Isaac  Vanderpoel.  431'? 

method  of  its  management  ?     A.  Well,  1  did  in  this  company  as  I 
do  in  all. 

Q.  Yes  ?     A.  To  verify  the  total  amount  of  commissions  paid. 

Q.  Were  you  endeavoring  to  ascertain  whether  or  not  the  man- 
agement was  proper?     A.  In  a  general  way. 

^  Q.  How  could  it  be  of  any  value  to  do  that  in  a  general  way 
if  you  did  not  do  it  precisely  and  in  detail?  A.  I  knew  the  amount 
of  commissions  paid.  I  knew  what  the  business  was  costing  them. 
I  could  not  assess  the  value  of  the  services  of  the  different  indi- 
viduals who  obtained  the  commissions  or  salaries. 

Q.  You  did  not  know  whether  he  was  getting  $100,000  or 
$200,000,  did  you?     A.  I  did  not. 

Q.  ICow,  in  the  supply  department,  did  you  examine  the  amount 
paid  out?  A.  I  examined  vouchers  pertaining  to  the  supply  de- 
partment. 

Q.  Had  your  attention  been  called  to  the  fact  that  the  outlay 
by  the  ilutual  Life  in  the  supply  department  was  very  much  larger 
than  the  outlay  for  similar  matters  in  .the  other  insurance  com- 
panies?    A.   I  did  not. 

Q.  I  find  in  the  rejoort  of  thfe  Mutual  Life,  of  December  3J, 
1904,  advertising,  printing,  stationery  and  postage,  $1,134,833.76, 
and  I  -find  that  in  the  New  York  Life  the  item  advertising,  print- 
ing, stationery  and  postage,  $851,284.68.  I  find  that  in  the  Equi- 
table the  report  of  the  same  date  the  item,  advertising,  printing,- 
stationery  and  postage  was  $772,645.50.  Did  you  notice  those 
items  when  the  last  report  came  in?  A.  The  variation  of  the 
items  as  between  one  company  and  the  other? 

Q.  Well,  the  comparison  of  the  expense?  A.  I  have  noticed 
those,  yes. 

Q.  Is  it  true  that  the  Mutual  Life's  expense  has  been  consid- 
erably larger  than  the  expense  of  the  New  York  Life  and  Equi- 
table in  those  items  for  some  years?  A.  Well,  that  is  rather  a 
hard  question  to  answer. 

Q.  That  is  a  general  question.  Well,  was  it  brought  to  your 
attention  at  the  time  of  making  your  examination  in  1903?  A. 
It  was  not. 

Q.  Did  you  know  that  the  supply  department  was  a  matter 
particularly  requiring-  investigation?     A.  I  did  not. 

Q.  Had  you  ever  heard  of  A.  C.  Fields?     A.  I  knew  him. 

Q.  Had  you  ever  met  him?     A.  Very  casually. 

Q.  Where  did  you  meet  him?  A.  I  think  I  have  seen  him 
in  the  Mutual  Life  Building. 
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Q.  Have  you  ever  seen  ]iiiii"in  Albany?     A.  'Ro  . 

Q.  Did  you  know  that  lie  had  a  house  in  Albany?  A.  I  did 
not. 

Q.  Did  he  ever  come  to  the  department?  A.  I  never  saw  him 
there. 

Q.  Did  he  ever  send  any  message  to  the  department?  A.  ITot 
that  I  know  of. 

Q.  Did  he  ever  concern  himself  with  maffters  pertaining  to  the 
examination  of  the  Mutual  by  the  department?  A.  Not  that  1 
am  aware  of. 

Q.  Did  he  ever  have  any  interview  with  you  in  regard  to  the 
examination  of  the  Mutual  ?    A.  He  did  not. 

Q.  Did  Mr.  Cunningham  assist  you  in  this  examination  of 
the  Mutual?     A.  He  did  not. 

Q.  Had  nothing  to  do  with  it?     A.  Nothing  whatever. 

Q.  Did  you  endeavor  to  ascertain  whether  or  not  the  moneyB 
charged  to  the  department  had  actually  been  expended?  A. 
Only  upon  the  vise  of  the  vouchers  by  the  appropriate  com- 
mittee of. the  Board  of  Directors. 

Q.  You  looked  through  the  vouchers?  A.  I  looked  through  the 
vouchers. 

Q.  Did  you  look  through  vouchers  for  legal  expenses?  A. 
With  others. 

Q.  To  what  extent  did  you  examine  vouchers  for  legal  ex- 
penses ?  A.  Merely  to  see  that  the  committee  of  the  Board  of 
Directors  having  cognizance  of  that  matter  had  atithorized  the 
payment  of  the  money  and  directed  it  to  be  charged  to  legal 
expenses. 

Q.  Then,  whenever  you  found  on  a  voucher  the  stamp  show- 
ing the  approval  of  the  committee  on  expenditures,  then  you 
left  it  alone;  that  is  to  say,  you  were  satisfied?    A.  I  was. 

Q.  So  that  so  far  as  the  examination  was  concerned,  they 
could  have  spent  any  amount  of  money  for  any  purpose,  pro- 
vided it  was  authorized  by  the  committee  without  awakening 
y.our  criticism?    A.  They  could. 

Q.  The  result  is  that  your  examination  was  not  at  all  directed 
to  the  propriety  of  expenditures,  but  to  the  fact  of  expenditures  ? 
A.  To  the  fact  of  expenditures. 

Q.  As  shown  by  the  approval  of  the  Committee?    A.  Exactly. 

Q.  But  it  really  was  not  an  audit  of  the  expenses  further  than 
to  require  the  production  of  the  committee's  stamp?     A.  Yes. 
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Q.  Why  did  you  limit  it  in  that  way?  A.  I  always  had  done 
so. 

Q.  Has  that  been  the  practice  in  all  the  examinations  ?  A.  It 
has. 

Q.  That  have  been  made  of  all  the  companies?    A.  Ir.  has. 

Q.  Never  go  behind  the  voucher?    A.  It  has. 

Q.  Even  though  the  voucher  does  not  disclose  the  nature  (?f 
the  services  rendered  or  any  detail  of  the  services  rendered,  pro- 
vided it  is  approved  by  the  appropriate  committee  or  the 
appropriate  officer?     A.  Yes. 

Q.  So  if  anywhere  you  have  an  official  voucher,  of  any  officer 
or  of  a  committee,  that  closes  your  inquiry?  A.  That  closes  my 
inquiry. 

Q.  How  long  has  that  been  so  in  the  practice  of  the  depart- 
ment?   A.  So  far  as  I  knew,  always. 

Q.  From  the  very  beginning?     A.  Yes. 

Q.  So  that  in  fact  the  examinations  of  the  department  have 
been  no  check  whatever  upon  waste  in  management,  they  have 
not  been  intended  to  be?    A.  Not  been  intended  to  be. 

Q.  There  has  been  no  effort  to  ascertain  whether  moneys  have 
been  expended  properly  or  improperly  ?    A.  Not  that  I  know  3i 

Q.  Now,  in  your  examination  of  the  Mutual  Life,  in  looking 
through  the  vouchers  for  legal  expenses,  did  your  eye  catch  pay- 
ments which  had  been  made  upon  vouchers  of  the  chairman  of 
the  committee  for  large  amounts  ?  A.  I  recall  vouchers  that  were 
for  round  sums  charged  to  legal  expenses. 

Q.  That  is  on  the  signature  of  the  chaii-man  of  the  com- 
mittee on  expenditures?  A.-  The  chairman  or  the  entire  com- 
mittee. 

Q.  Yes,  without  disclosing  the  name  of  the  recipient  or  re- 
cipients of  the  sum  or  sums  embraced  in  the  total?     A.  No. 

Q.  For  example,  Mr.  Herrick,  as  chairman,, $25,000,  a  voucher 
for  that.    Did  you  go  behind  that  in  any  way  ?    A.  I  did  not. 

Q.  So  that  if  they  spent  in  a  given  year,  we  will  say,  $150,000 
for  legal  expenses,  if  they  had  the  vise  of  the  committee  on  ex- 
penditures for  $150,000,  even  though  there  were  no  vouchers 
figned  by  lawyers  or  persons  receiving  the  moneys,  the  signature 
of  the  committee  or  the  officer  would  be  final,  so  far  as  you  are 
concerned?    A.  It  would. 

Q.  Did  you  originally  inaugurate  the  system  of  examinatioT.^ 
or  was  it  put  in  force  by  some  one  who  preceded  you?  A.  By 
some  one  who  preceded  me. 
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Q.  "Where  did  you  get  your  original  instructions  as  to  tlie  way 
in  which  you  shoiild  examine  companies?  A.  I  received  no  in- 
structions. 

Q.  How  did  you  get  the  idea  that  the  examination  was  to  be 
circumscribed  in  the  manner  suggested  by  your  testimony  ?  A.  I 
did  it  on  my  own  volition. 

Q.  Did  you  not  think  it  important  that  there  should  be  an 
effort  to  ascertain  whether  the  expenditures  were  properly  made 
as  well  as  the  fact  that  they  had  been  made?  A.  I  took  the  atti- 
tude that  if  the  payment  was  authorized  by  the  proper  authority 
within  the  board  of  directors  that  I  had  no  authority  to  go  be- 
hind that. 

Q.  Then  you  looked  at  the  blotter,  the  Mutual  blotter,  to  see 
the  run  of  the  expenses  and  you  would  examine  the  vouchers  at 
random  and  certain  proportions  of  them,  to  see  whether  they  had 
the  stamp  of  approval  or  authority  upon  them,  and  that  would 
complete  your  examination  of  the  disbursements?    A.  It  would. 

Q.  Did  you  make  any  examination  with  regard  to  the  purchases 
and  sales  that  had  been  made?    A.  Gf  securities? 

Q.  Yes.    A.  I  did. 

Q.  Did  you  make  any  examination  to  ascertain  whether  any 
of  the  officers  had  been  individually  interested  in  any  of  the  pur- 
chases or  sales?    A.  I  had  no  opportunity  of  doing  so. 

Q.  Did  you  put  any  of  the  officers  on  their  oath,  to  testify  aa 
to  certain  matters  at  any  time?    A.  I  did  not. 

Q.  Did  you  in  the  course  of  this  examination  in  1903,  ex- 
amine any  of  the  officers,  that  is,  take  their  testimony?  A.  I  did 
not. 

Q.  Did  you  examine  any  of  the  committee  on  expenditure  as 
to  the  matters  of  expenses?    A.  I  did  not. 

Q.  Or  the  treasurer  as  to  income?    A.  I  did  not. 

Q.  What  sort  of  a  certificate  did  you  give  at  the  end  of  this 
examination?  A.  I  recited  what  had  been  done  in  the  way  of 
checking  off  the  receipts  and  disbursements. 

Q.  Did  you  give  a  certificate  praising  or  commending  the  man- 
agement ?    A.  Not  beyond  saying  that  I  thought  the  interests  of  - 
the  policyholders  were  conserved. 

Q.  How  could  you  say  that,  not  knowing  how  their  moneys 
had  been  paid  out?  A.  Well,  I  knew  the  general  condition  of 
the  company. 

Q.  You  knew  that  they  had  a  large  surplus?  A.  That  the 
integrity  of  their  contracts  was  beyond  question. 


Testimony  of  Isaac  Vanderpoel.  4321 

Q.  You  knew  they  had  abundance  to  meet  their  obligations? 
A.  Yes,  sir. 

Q.  But  you  really  did  not  know  that  the  interests  of  the 
policyholders  had  been  conserved,  did  you?  A.  In  a  general 
way,  by  reason  of  the  condition  of  the  company. 

Q.  They  were  conserved  to  the  extent  that  a  large  accumu- 
lation conserved  it  ?     A.  Yes. 

Q.  But  not  by  reason  of  an  economical  and  entirely  trust- 
worthy management.  A.  Well,  that  was  a  hard  case  to  try, 
but  in  a  general  way  I  thought  their  interests  had  been  con- 
served. 

Q.  Did  you  make  any  endeavor  to  ascertain  what  their 
actual  insurance  gains  had  been,  that  is,  did  you  endeavor  to 
construct  any  gain  or  loss  exhibit?     A.  I  did  not. 

Q.  Did  you  examine  into  the  question  of  the  rate  of  mor- 
tality or  their  gains  on  mortality?  A.  I  had  talks  at  various 
times  with  Mr.  lleOlintock  with  reference  to  that  matter. 

Q.  And  did  you  make  any  examination  of  records  for  the 
purpose  of  making  a  report  upon  that  point,  or  did  you  con- 
fine yourself  to  the  balance  sheet?  A.  To  the  balance  sheet 
solely — do  you  refer  to  the  gain  and  loss  exhibit? 

Q.  Yes.     A.  I  did  not  use  that. 

Q.  When  I  said  balance  sheet  I  meant  the  balance  sheet  show- 
ing the  assets  and  liabilities.     A.  Yes. 

Q.  And  you  did  not  go  beyond  an  examination  of  the  matters 
entering  into  that?     A.  I  did  not. 

Q.  You  did  not  go  into  the  question  of  what  their  expenses 
were,  as  compared  with  the.  loadings  on  their  premiums?  A. 
I  did  not,  except  that  I  knew  that  they  were  going  beyond  their 
loading. 

Q.  How  did  you  learn  that?  A.  That  was  evident  from  their 
report,  not  to  speak  of 

Q.  Did  that  lead  to  any  examination  as  to  the  wisdom  or 
propriety  of  their  expenditures?  A.  Well,  all  companies  were 
practically  going  beyond  their  loading,  I  mean  all  those  large 
ones. 

Q.  Well,  did  that  lead  to  an  examination?     A.  It  did  not. 

Q.  Of  the  propriety  of  their  expenditures?     A.  It  did  not. 

Q.  Did  you  take  up  these  matters  with  the  superintendent  ? 
A.  I  did  not. 

Q.  Did  you  make  any  examination   of  the  results  that   had 
been  reached  on  deferred  dividend  policies,  or  to  compare  them 
136 
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with  tlie  estimates  or  actual  results  of  previous  years?  A.  I 
did  not. 

Q.  Was  any  examination  made  by  the  department  during  this 
period  of  nine  months  to  ascertaiij  whether  the  gains  were  prop- 
erly divided?  A.  There  was  not — not  beyond  the  fact  of  check- 
ing sheets,  showing  the  segregated  amounts  of  dividends  each 
year. 

Q.  That  is  to  show  that  the  dividends  stated  to  have  been 
declared  were  actually  credited  or  paid?    A.  Its  percentage,  yes. 

Q.  Yes.  But  whether  or  not  the  dividends  that  were  declarcil 
were  those  that  should  have  been  declared,  you  did  not  endeavor 
to  ascertain?     A.  I  did  not. 

Q.  ISTow,  did  the  actuary  of  the  department  or  any  assistant 
actuary  take  up  such  matters?     A.  Not  to  my  knowledge. 

Q.  Does  the  actuary  of  the  department  ever  have  anything 
to  do  with  the  making  of  an  examination  apart  from  the  valua- 
tion of  the  policies  that  are  outstanding?     A.  !No. 

Q.  So  that  this  whole  matter  of  the  distribution  of  gains  to 
IDolicyholders,  whether  they  ure  annual  dividend  pqlicyholdevs 
or  deferred  dividend  policyholders,  has  not  been  inquired  into 
by  the  department?     A.  It  has  not. 

Q.  In  the  case  of  any  company?     A.  No,  sir. 

Q.  Has  it  occurred  to  you  as  the  result  of  your  examina- 
tion of  insurance  companies  to  suggest  that  a  modification  of 
your  forms  of  reports  in  order  to  acquire  more  detailed  in- 
formation to  make  them  more  specific,  or  do  you  think  that  the 
forms  are  siibstantially  complete  as  they  had?  A.  The  reports 
on  examination  or 

Q.  ISTo,  the  reports  made  by  the  companies  annually?  A.  I 
believe  that  you  cannot  have  too  much  publicity  within  proper 
bounds.  I  think  that  it  would  not  be  a  bad  idea  in  the  case  of 
these  life  insurance  companies  to  publish  all  salaries  of  officers  or 
other  emolument,  whether  by  commission  or  otherwise.  I  do  not 
see  that  that  would  be  drfngerous  to  their  interests  or  welfare. 

Q.  Is  there  anything  connected  wdth  the  insurance  business 
which  in  your  judgment  could  not  be  profitably  be  made  pub- 
lic? A.  I  see  no  reason  why  it  should  not  be  given  all  pub- 
licity. 

Q.  In  connection  with  the  submission  of  reports  on  th«  part 
of  insurance  companies,  do  you  not  think  it  would  be  well  for 
itemized  statements  of  leiral  expenses  to  be  submitted?  A.  T 
do. 
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Q.  Itemized  statements  of  salaries?     A.  I  do. 

Q.  l^ow,  has  that  occurred  to  you  before?     A.  It  has. 

Q.  Have-  you  taken  this  up  with  the  superintendents  in  or- 
der to  require  additional  data  in  that  way?     A.  I  have  not. 

Q.  Why  not?     A.  Those  matters  have  usually  been  left  to 
the  commissioners   of  the  various   States,   who   settle  upon  the 
'form  of  blanks  which  shall  be  used. 

Q.  Does  not  the  jSTew  York  Department  take  the  initiative 
-itself  in  suggesting  reforms?     A.  We  co-operate  with  the  other 
States,  not  necessarily  take  the  initiative. 

Q.  But  you  have  now  a  form  that  is  used  by  all  the  commis- 
sioners ?     A.  By  all  the  commissioners  ? 

Q.  Have  they  not  a  more  elaborate  form  in  AVisconsin  than 
here;  don't  they  call  for  additioiial  data?  A.  I  cannot  jecol- 
lect  that;  I  am  speaking  in  a  general  way. 

Q.  Did  you  make  any  inquiry  when  you  were  examining  the 
]\Iutual  as  to  syndicate  operations?     A.  I  did  not,  sir. 

Q.  You  did  not  go  into  any  participations  of 'that  sort  at  all, 
whether  they  were  on  behalf  of  the  officers  or  the  company?  A, 
Xo,  I  saw  the  results  of  the  company's  syndicate  operations.  That 
was  manifested  by  their  books. 

Q.  And  you  simply  looked  at  the  amount  which  had  been  re-~ 
ported  as  a  profit?     A.  Yes,  sir. 

Q.  And  endeavored  to  see  whether  the  subsidiary  books  of  ac- 
count corresponded  mth  the  postings  in  the  ledger  and  the  report  ? 
A.  Yes. 

Q.  That  was  the  extent  of  the  examination  ?    A.  Yes,  sir. 

Q.  To  recur  to  what  I  said  a  moment  ago,  the  result  is  that 
even  if  you  were  a  year  instead  of  nine  months  on  such  an  exami- 
nation, you  would  not  get  behind  an  entry  in  the  books. 

Q.  Did  you  examine  the  collateral  loan  sheets  of  the  Equitable 
when  they  came  in  with  their  annual  reports  ?    A.  Yes. 

Q.  What  effort  have  you  made  when  you  have  conducted  an 
'  examination   of  a  company  to   ascertain  whether  their  reports 
have  squared  with  the  facts,  or  whether  there  have  been  substitu- 
tions of  securities  to  make  a  more  favorable  showing  at  the  end 
of  the  year?     A.  I  have  discovered  they  all  do  that. 

Q.  When  did  you  discover  that?  A.  I  discovered  it  a  great 
many  years  ago. 

Q.  In  what  companies  did  you  discover  it?  A.  Well,  it  is  true 
'1  quite  a  majority  of  our  fire  companies,  and  also  true  of  some 
yf  our  life  companies. 
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Q.  Did  you  discover  it  in  connection  witli  the  Equitable  ?  A.  I 
simply  knew  that  those  loans,  amounting,  I  think,  to  some  ten 
millions  of  dollars  on  December  31,  were  all  paid  off  very  shortly 
after  December  31. 

Q.  Did  you  endeavor  to  find  out  how  they  were  made  and  how 
they  were  paid?  A.  I  sinrply  saw  the  names  of  the  borrowers, 
the  collateral  deposits  for  the  loan  and  the  amount  of  interest 
that  the  loan  bore. 

Q.  When  you  saw  the  names  of  the  borrowers,  I  refer  to  the 
loans  at  the  end  of  the  year,  did  you  learn  that  in  some  instances 
there  were  clerks  of  Ktihn,  Loeb  and  Company?  A.  I  did  not 
learn  that. 

Q.  Well,  did  you  try  to  find  who  these  gentlemen  were  who 
were  obtaining  loans  of  several  million  dollars  at  the  end  of  the 
year  ?    A.  I  did  not. 

Q.  Did  it  suggest'  itself  to  your  mind  that  it  might  be  a  good 
idea  to  ascertain  ?  A.  It  did  not  occur  to  me.  I  saw  the  makers 
of  the  notes,  and  their  names,  and  also  the  security  deposited,  and 
did  not  go  beyond  that. 

Q.  Did  you  know  that  the  security  had  been  deposited?  A. 
Yes. 

Q.  Well,  were  you  sure  of  that  ?  A.  Well,  as  we  commenced 
examining  the  Equitable,  some  times  subsequent  to  December  31, 
of  course  the  collateral  was  not  there. 

Q.  No,  and  the  thing  had  been  disposed  of  by  that  time?  A. 
Yes. 

Q.  When  you  came  to  look  back  to  see  whether  it  had  all  been 
regular  at  the  time,  did  you  examine  any  one?     A.  IsTo. 

Q.  Did  you  look  into  it  to  see  whether  these  loans  had  been  real 
bona  fide  loans  ?    A.  Not  beyond  examining  the  notes. 

Q.  Well,  the  notes  had  i>een  given  up  by  that  time,  had  they 
not?    A.  Well 

Q.  Were  there  any  notes  ?  A.  I  did  not  see  the  notes,  that  is, 
on  these  of  December  31 

Q.  How  could  you  examine  the  notes?  A.  I  did  not  on  31st 
of  December  loans. 

Q.  Did  you  examine  the  note  of  any  of  those  end  of  the  year 
loans?  A.  In  the  case  of  collateral  loans,  if  you  are  examining 
a  life  insurance  company  lending  very  extensively  on  collaterals 
to  brokers  or  others,  if  you  start  your  examination  a  month  or 
two  subsequent  to  December  31,  the  borrowers  and  the  collaterals 
are  all  changed. 
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Q.  It  has  all  gone,  so  you  could  not  examine  it?    A.  No. 

Q.  Unless  you  went  to  some  officer  or  employee  and  put  him  on 
oath  and  asked  him  what  it  was?  A.  The  only  thing  in  this 
Mutual,  in  1902,  the  examination  having  been  made  to  December 
31,  there  they  take  brokers'  receipts  for  exchanged  collaterals, 
and  that  is  about  the  only  thing  you  could  trace. 

Q.  That  is  interesting.  What  do  they  do  exactly  ?  A.  At  the 
time  I  speak  of  the  Mutual  ETd  a  policy  of  loaning  to  standard 
brokers  here  who'are  reputable  concerns  money  at  six  per  cent. 
While  they  were  in  the  nature  of  call  loans,  the  broker,  I  assume — 
there  was  a  tacit  understanding  with  the  broker  that  he  could 
rely  on  that  as  almost  time  money.  Those  loans  yfeve  practically 
permanent.  There  would  be  changes  in  collateral  from  time  to 
time,  but  the  receipts  for  the  released  collateral  were  given  by  the 
company  and  the  new  collateral  substituted  was  also  noted  on  these 
transfer  slips. 

Q.  What  connection  had  that  with  transactions  at  the  end  of 
the  year  to  make  a  more  favorable  showing  in  the  report?  A. 
That  had  nothing  to  do  with  that. 

Q.  W^as  it  not  the  determination  of  the  department  to  break  up 
the  practice  of  making  statements  by  substitution  of  certain  secur- 
ities? A.  It  certainly  would  have  been  if  it  had  been  cognizant 
of  it. 

Q.  Well,  you  were  cognizant  of  it  to  the  extent  that  you  knew 
of  this  practice  for  several  years?  A.  Well,  I  speak,  of  course, 
in  a  general  way  —  for  the  purpose  of  escaping  taxation,  I  am 
quite  sure  that  a  great  many  fire  companies,  and  perhaps  life  com- 
panies, in  the  years  gone  by  may  have  purchased  Government 
securities  at  the  end  of  the  year. 

Q.  I  am  alluding  to  practices,  for  example,  disclosed  in  this 
Equitable  transaction,  of  having  loans  made  at  the  end  of  the 
year  which  are  cancelled  in  the  early  part  of  the  succeeding  year 
so  as  to  have  a  smaller  cash  balance  than  could  be  otherwise  shown 
in  the  report  and  a  large  number  of  collateral  loans.  You  are 
quite  sure  are  you  not,  that  was  done  when  you  looked  at  these 
loans  ?    A.  I  could  not  say  I  was  sure. 

Q.  But  you  had  an  idea  that  it  was  done?  A.  I  had  the  im- 
pression that  it  might  be  done. 

Q.  Having  that  impression,  why  did  you  not  follow  it  up  and 
get  the  facts  and  stop  it?  A.  Why,  I  assumecl  the  transactions  to 
be  bona  fide  on  its  face.    My  impressions,  of  course — — ■ 
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Q.  You  were  really  there  to  find  out  whether  what  might  look 
bona  fide  on  its  face  was  reallj'  bona  fide  ?    A.  Yes. 

Q.  Having  the  machinery  at  your  command,  why  did  you  not 
expose  that  method  and  end  it?  A.  Well,  1  could  not  have  said 
v,-ithout  an  examination  of  various  parties,  and  then  it  migKt  not 
have  been  at  all  satisfactory,  as  to  what  right  they  had  to  borrow 
this  money  at  the  end  of  the  year  and  why  they  pa;idit  off. 

Q.  You  probably  in  the  course  of  a  very  brief  examination  of 
the  officers  of  the  company  could  have  elicited  the  proof  and  re- 
ported it  to  the  department  and  a  publication  of  that  woilld  prob- 
ably have  put  an  end  to  it,  don't  you  think  so  ?  A.  It  might  have, 
yes,  sir. 

Q.  Xow,  of  course  the  system  of  reporting  by  the  companies  to 
the  department  depends  for  its  value  entirely  upon  the  integrity  of 
these  reports.  If  securities  can  be  substitiited  and  various  opera- 
tions gone  through  with  to  make  something  appear  which  is  not 
really  in  substance  the  fact,  dependence  upon  the  report  can  no 
longer  be  had.  That  is  fully  understood  in  the  department,  is 
it  not?     A.  It  is. 

Q.  Have  there  been  any  sei-ious  efforts  made  to  prevent  the 
practice  which  would  make  it  result  in  a  deaeptive  showing  in  the 
report  or  has  that  been  ignored?  A.  I  know  of  no  effort  that  has 
been  made  to  correct  that  difficulty,  providing  that  it  existed  ex- 
tensively. 

Q.  Xow,  did  you,  in  examining  the  Equitable  Life  in  1902 — 
was  that  the  time  of  the  examination?  A.  Yes,  to  December  31, 
1901. 

Q.  To  December  31,  1901,  did  you  check  its  cash?     A.  I  did. 

Q.  Did  you  find  whether  .or  not  it  had  been  the  practice  of  the 
cashier  to  allow  moneys  to  go  out  on  cash  tickets?  A.  Yes,  they 
were  advancing  moneys  on  cash  tickets. 

Q.  To  officers?     A.  Not  to  officers.     Some  were  to  employees. 

Q.  Did  you  hear  of  any  payments  that  had  been  made  to  Mr. 
Jordan  on  cash  tickets,  or  to  other  officers?     A.   No,  I  did  not. 

Q.  Did  you  have  it  brought  to  your  attention  that  for  some- 
time a  considerable  amount  of  money  had  been  carried  on  a  cash 
memorandum,  or  a  cash  memorandmn  book?  A.  Yes,  they 
carried,  I  think,  on  December  31,  1904,  it  amounted  to  about  a 
hundred  and  twenty-eight  thousand  dollars,  composed  of  various 
items;  those  amounts  were  deposited  in  the  Mercantile  Trust  Com- 
pany and  a  cash  credit  is  given  for  those  items,  they  being  reversed 
after  December  31. 


Testimony  of  Isaac  yaitdetpoel.  4327 

Q.  When  did  you  ascertain  tliat?  A.  I  ascertained  that  this 
year. 

Q.  Had  you  ascertained  in  the  course  of  your  prior  examina- 
tions, any  transactions  similar  to  that?     A.  I  had  not. 

Q.  Are  you  now  able  to  state  just  what  the  purpose  of  that  was? 
The  amount  was  very  small,  twenty-eight  thousand  dollars?  A. 
Well,  they  were  in  the  nature  of  advances  upon  the  notes  of 
employees,  who  wanted  their  salary  in  advance,  and  items  of  that 
character,  principally. 

Q.  Did  you  in  your  examination  of  1902  of  the  Equitable  check 
over  its  disbursements?     A.  I  did,  sir. 

Q.  Did  you  adopt  the  same  policy  that  yoix  had  in  the  ^Mutual 
of  examining  simply  to  ascertain  whether  there  was  a  warrant  or 
the  signature  of  an  officer  to  authorize  the  payment?     A.  Yes. 

Q.  Did  you  examine  into  the  proprieties  of  any  payments  ?  A. 
Xot  beyond  the  vouchers. 

Q.  If  you  had  a  voucher  which  did  not  disclose  the  purpose  of 
the  expenditure,  did  you  go  behind  the  voucher?     A.  I  did  not. 

Q.  So  that  your  examination  in  the  Equitable,  as  in  the  Mutual 
did  not  disclose,  and  was  not  in  an  effort  to  disclose  whether  the 
expenses  had  been  legitimately  incurred  ?     A.   JSTo. 

Q.  But  only  whether,  in  fact,  there  was  a  voucher  from  some 
one  in  authority  for  the  money  ? '    A.   Yes,  sir. 

Q.  Did  you  examine  into  the  personal  transactions  of  the  of- 
ficers of  the  Equitable,  in  relation  to  dealings  with  the  company's 
securities  ?  A.  I  simjDly  checked  the  purchase  and  sale  of  se- 
curities. 

Q.  Did  you  make  any  examination  to  ascertain  whether  the 
company  had  bought  from  officers  ?  A.  There  was  nothing  evident 
from  the  books  at  that  time.  My  impression  is  that  these  trans- 
actions occurred  subsequent  to  1901. 

Q.  Well,  did  you  at  that  time  make  any  effort  to  ascertain 
whether  anything  of  the  sort  had  occurred  ?  A.  Oh,  yes,  we  have 
very  large  sheets,  showing  the  purchases  and  sales  of  securities, 
from  whom  bought  and  to  whom  sold,  for  a  series  of  years. 

Q.  Did  you  examine  into  the  Minutes  of  the  Board  of  Di- 
rectors, or  of  the  committees  ?     A.  Yes. 

Q.  To  ascertain  the  nature  of  their  financial  operations  ?  A. 
Yes. 

Q.  Did  you  examine  into  their  syndicate  participations  ?  A. 
No,  I  did  not. 
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Q.  Did  you  ascertain  that  having  been  allotted  a  certain  partici- 
pation in  a  syndicate,  the  Equitable  had  given  to  its  officers  a  share 
of  that  participation  ?     A.  What  year  did  that  occur  ? 

Q.  1901,  I  thint,  was  a  conspicuous  illustration  of  that,  the 
leading  instance,  in  connection  with  the  C,  B.  &  Q.  ?  A.  I  do 
not  recall  that  now. 

Q.  Well,  you  say  you  do  not  recall A.  I  do  not  recol- 
lect anything  on  the  books  which  would  evidence  it. 

Q.  On  the  minute  book?  A.  On  the  minute  books  or  other- 
wise. 

Q.  Well,  were  you  looking  for  anything  of  that  sort  ?  A.  No, 
I  was  not. 

Q.  Your  examination  there,  as  in  the  case  of  the  Mutual,  was 
in  the  effort  to  ascertain  whether,  granted  the  disbursements  and 
liabilities,  they  had  the  assets  which  would  be  sufficient  for  them 
to  maintain  their  reserve  ?     A.  Tes,  sir. 

Q.  And  a  sufficient  surplus  ?    A.  Yes. 

Q.  It  appears  that  the  New  York  Life  Insurance  Company  was 
examined  in  August,  1904.  How  long  an  examination  was  that  ? 
A.  It  was  commenced  in  January  or  February,  1904,  and  com- 
pleted some  time  in  August  or  September  of  that  year. 

Q.  Apparently  that  company  had  not  been  examined  since 
1899?     A.  No,  sir. 

Q.  Did  you  ascertain  that  the  company  had  had  assets  not  ap- 
pearing on  its  books,  that  is,  non-ledger  assets?  A.  I  knew  that 
they  might  have  had  non-ledger  assets. 

Q.  I  do  not  mean  non-ledger  assets  in  the  sense  used  by  the 

department  reports,,  such   as   accrued  interest A.  Agents' 

balances. 

Q.  And  deferred  interest  and  agents'  balances.  I  mean  real 
assets,  such  as  stock,  which  did  not  appear  upon  the  bodks  of  the 
company  ?     A.  I  did  not. 

Q.  Did  you  make  an  examination  of  the  securities  ?    A.  I  did.  ' 

Q.  Did  you  count  the  securities  in  the  vault?     A.  I  did. 

Q.  Did  not  you  find  securities  which  were  not  on  the  books 
of  the  company  ?    A.  I  did  not. 

Q.  Who  examined  the  securities  with  you?  A.  Mr.  Parker 
and  Mr.    Gordon  and  myself. 

Q.  How  do  you  count  the  securities?  A.  Well,  in  the  'case 
of  the  New  York  life,  the  securities  were  in  packages  twined 
and  sealed  mth  a  certificate  of  the  committee  of  the  board  who 
had   counted   that   package. 
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Q.  Did  you  open  the  packages?     A.  Every  one. 

Q.  Did  you  check  off  the  contents?     A.  Every  one: 

Q.  In  accordance  with  the  list?  A.  In  accordance  with  the 
Hst. 

Q.  Now,  did  you  not  in  1904,  when  you  made  that  examina- 
tion, find  stock  interests  among  their  securities?     A.  I  did  not. 

Q.  Did  you  ascertain  on  that  examination  that  the  New  York 
Life  had  taken  over  from  the  New  York  Security  &  Trust 
.Company  certain  New  Orleans  Traction  securities?  A.  I  did 
not.    I  did  not  ascertain  that  fact. 

Q.  When  did  you  say  you  completed  your  examination  of  the 
New  York  Life  Insurance.  Coiapany,  the  last  examination  ?  A. 
Either  August  or  September,  1904. 

Q.  It  appears  from  their  statement  that  they  had  taken  over 
on  March  7,  1904,  securities  New  Orleans  Traction  syndicate, 
$2,500,000,  New  Orleans  Traction  four  and  a  halfs,  $1,500,000— 
did  not  you  ascertain  that?     A.  When  was  that? 

Q.  Under  date  of  March  1,  1904?  A.  Well,  that  was  three 
months  after  we  examined  them.  We  closed  the  books  on  De- 
cember 31,    1903. 

Q.  Then  you  were  making  an  examination  as  of  December 
31,   1903?     A.  Yes. 

Q.  You  were  not  looking  at  any  securities  that  they  had  ac- 
quired after  that  date?     A.  No. 

Q.  Nor  any  entries  regarding  transactions  after  that  date? 
A.  No,  sir. 

Q.  Well,  in  counting  the  securities  did  not  you  come  across 
the  New  Orleans  Traction?     A.  I  do  not  recall. 

Q.  What  did  you  do  in  making  such  an  examination  as  of  a 
prior  date  when  you  would  come  across  securities  not  in  the  list 
of  securities  owned  at  that  time?  A.  I  would  go  to  the  cash 
to  identify  their  sale. 

Q.  Did  you  make  any  inquiries  as  to  how  they  had  obtained 
the  securities  ?    A.  Which  securities  do  you  refer  to  ? 

Q.  Such  securities  as  you  lound  in  the  vaults  in  1904  which 
were  not  carried  to  their  books  on  hand  on  December  31,  1903, 
which  might  have  been  acquired  subsequently  after  the  date  at 
which  you  were  closing  the  books?  A.  We  counted  the  securi- 
ties as  per  a  list  of  securities  as  they  stood  on  December  31,  1903. 

Q.  And  if  you  found  any  others  in  addition  to  those  you  ig- 
nored them?  A.  I  did  not  find  any  others — they  were  not  pre- 
sented to  me  because  the  statement  did  not  call-  fo^  them. 
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Q.  Don't  you  go  through  the  vaults  and  count  all  their  securi- 
ties in.  the  vault,  or  only  those  which  weve  pointed  out  to  you  as 
those  on  hand  in  1903  i     A.   1903,  sir. 

Q.  Then  you  did  not  count  all  the  securities  in  the  vault?  A- 
jSTot  beyond  December  31,  1903. 

Q.  How  could  you  draw  the  line?  Here  ai'e  a  list  of  pigeon 
holes,  I  suppose,  or  cages,  are  there  not?  A.  Yes,  they  are  in 
packages  placed  in  s'aaller  vaults  within  a  large  one. 

Q.  You  were  going   through  the  vaults   counting  securities. 
"  Was  there  any  way  to  draw  the  line  at  December  31,  1903?     A. 
Oh,  yes. 

Q.  How  did  you  do  that?  A.  We  took  a  list  of  securities  as  it 
i^tood  on  December  31,  1903,  and  if  there  had  been  any  sales  of 
those  securities  since  December  31,  1903. 

Q.   Then  you  went  to  the  sales?     A.  Then  I  went  to  the  sales. 

Q.  In  other  words,  you  started  with  a  list  furnished  to  the 
department?     A.  Yes. 

Q.  Then  }ou  attempt  to  produce  the  goods  corresponding  to 
the  list^     A.  Yes. 

Q.  And  if  they  did  not  produce  it,  show  you  the  record  of 
sale A.  Yes. 

Q.  In  that  way  you  went  through  the  list?     A-   Y©s. 

Q.  Of  course,  in  that  way  you  would  not  take  something  that 
was  not  on  the  list?     A.  !N"o. 

Q.  There  would  be  no  disclosure  of  non-ledger  assets,  because 
you  were  simply  verifying  by  inspection  those  mentioned  on  the 
list?     A.  Exactly. 

Q.  In  that  way  you  would  not  strike  anything  that  was  bought 
after  the  date  you  were  making  the  examination  because  they  were 
not  on  the  list  necessarily?     A.   Yes. 

Q.  Xow  did  you  in  the  case  of  this  examination  find  a  naviga- 
tion syndicate  participation  certificate?     A.   I  did. 

Q.  How  much  did  it  call  for?  A.  It  called  for — I  catinot  recall 
the  figure  now,  but  it  was  $3,200,000  or  $4,200,000. 

Q.  It  was  four  millions?     A.  Four  millions. 

Q.  Ts'"ow,  their  list  showed  Decem\)er  31st,  1903,  $3,200,000, 
didn't  it?     A.  It  did. 

Q.  And  the  certificate  in  their  possession  showed  an  interest  of 
four  millions?     A.  Yes. 

Q.  How  .did  you  square  that  with  the  list?  A.  Well,  on  De- 
cember 31st,  the  account — the  security  ledger  account,  that  so- 
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cui-ity  Avas  credited,  as  I  recall,  by  $800,000,  the  entry  being  by 
Xew  York  Security  and  Trust. 

Q.  Was  it  New  York  Security  and  Trnst  or  J.  P.  Morgan  and 
Company?     A.  My  impression  N"ew  York  Security  and  Trust. 

Q.  The  Navigation  Syndicate  Mercantile  Marine?  A.  Navi- 
gation Syndicate  Mercantile  Marine. 

Q.  Well,  the  certificate  in  the  possession  of  the  company  was 
$4,000,000,  wasn't  it?     A.  That  I  don't  recall. 

Q.  Didn't  you  find  that  they  had  a  certificate — I  don't  want  to 
suggest  that  that  was  the  fact — but  I  am  asking  whether  it  is  the 
fact  that  there  was  a  certificate  for  $4,000,000?  A.  That  they 
had  that  participation  ? 

Q.  Yes.  A.  Well,  I  have  no  doubt  we  did,  if  the  certificate 
was  there  to  that  amount. 

Q.  Here  was  an  original  participation  and  an  entry  in  some 
book  indicating  a  credit  of  $800,000  against  it.  What  did  you  find 
when  yciu  looked  at  the  document  or  instrument  which  showed  the 
right  of  participation  itself — what  was  its  form?  A.  My  under- 
standing was  they  had  applied  for  four  millions  and  had  received 
(nly  $3,200,000  and  subsequently  were  allotted  $800,000  more. 

Q.  But  I  am  asking  whether  you  found  any  instrument  which 
defined  the  extent  of  the  company's  participation.  A.  I  cannot 
recall. 

Q.  In  the  vaults?     A.  I  cannot  recall  at  this  time. 

Q.  Now,  you  were  examining  this  in  the  smnmer  of  1904,  and 
did  you  prosecute  your  inqiriry  as  to  the  Navigation  Syndicate 
beyond  the  entry  of  December  31st,  1903  ?    A.  I  did  not. 

Q.  Did  you  endeavor  to  find  out  whether  there  had  been  any 
transaction  iu  January,  1904,  relating  to  that?     A.  I  did  not. 

Q.  Then  you  did  not  ascertain  that  the  $800,000  had  been  re- 
taken on  January  2d,  1904,  at  the  same  price?     A.  I  did  not. 

Adjourned  to  10.30  A.  M.,  December  22,  1905. 


ALDERMANIO  CHAMBER, 
City  Hall,  New  Yoek  City. 

December  22,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

STEPHEN  M.  SMITH,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Smith,  are  you  connected  with  the  Mutual  life  Insur- 
ance Company?    A.  I  am. 

Q.  In  what  capacity?    A.  Second  assistant  treasurer. 

Q.  How  long  have  you  been  second  assistant  treasurer?  A. 
About  three  years. 

Q.  You  have  been  asked  to  produce  a  statement  of  the  net 
profits  made  from  the  sale  of  securities  by  the  Mutual  Life 
Insurance  Company  during  the  last  ten  years.  Have  you  pro- 
duced such  a  statement?    A.  I  have. 

Q.  Is  that  the  statement?    A.  That  is  it. 

ME.  HUGHES:    I  offer  it  in  evidence. 
(Paper  marked  Exhibit  829.) 

(Exhibit  829  will  be  found  in  the  Book  of  Exhibits.) 

Q.  On  the  right  hand  of  this  statement  in  the  last  column  are 
cei'tain  items  headed  "  Net  credit  to  profit  and  loss  account  from 
securities  sold  year  ending  December  31."  Are  the  items  there 
stated  the  net  profits  on  the  sales  of  securities  for  the  years  men- 
tioned?   A.  They  are. 

Q.  Who  has  charge  of  the  data  from  which  this  is  made  up? 
A.  The  treasurer. 

Q.  And  were  these  items  of  net  profit  on  sales  of  securities 
annually  ascertained?    A.  They  were. 

Q.  And  these  net  credits  were  the  actual  credits  as  ascertained 
and  recorded  here?    A.  They  were. 
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ME.  HUGHES:  I  will  refer  to  and  read  upon  the  record  the 
items  as  follows: 

K'et  credit  to  profit  and  loss  account  from  securities  sold  year 
ending  December  31: 

1895    $254,380 

1896   285,031 

1897   688,947 

1898    1,072,770 

1899    2,190,033 

19G0   1,461,889 

1901 1,707,971 

1902 1,279,947 

1903 732,760 

Q.  That  is  after  marking  off  $500,000  on  account  of  the  naviga- 
tion syndicate  participation?     A.  That  is  right. 

MR.  HUGHES  (continuing): 

1904 $1,036,410 

September  30,  1905 2,076,291 

Q.  That  last  amount  is  for  the  net  profits  on  sales  of  securities 
in  1905  to  and  including  September  30?     A.  That  is  right. 

Q.  What  report  is  made  or  what  action  is  taken  by  the  treasurer 
after  he  ascertains  the  net  profit  on  securities  sold  during  a  given 
year?     A.  It  is  reported  to  the  auditor. 

Q.  About  what  time  does  the  treasurer  complete  his  account  of 
the  net  profits  on  securities?  A.  Very  shortly  after  the  first  of  the 
year. 

Q.  And  then  he  sends  a  statement  of  the  net  profits  to  the  audi- 
tor?    A.  Yes. 

Q.  Does  the  treasurer  have  anything  further  to  do  with  the  mat- 
ter?    A.  Nothing. 

Q.  Does  he  have  anything  to  do  with  the  manner  in  which  those 
profits  are  treated  or  with  the  making  up  of  a  statement  to  the 
Insurance  Department?     A.  Nothing. 

Q.  So  that  the  responsibility  for  subsequent  action  with  refer- 
ence to  the  booking  of  these  profits  and  with  reference  to  the  report 
of  them  is  with  others?  A.  Absolutely,  with  the  exception  of  the 
case  noted. 
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Q.  That  is  with  the  charging  off  of  $500,000  for  navigation 
syndicate?  A.  Yes.  That  was  a  matter  which  related  to  the 
treasury  department  and  was  referred  to  the  finance  committee. 

Q.  And  the  treasurer  in  that  case  reported  that  the  net  profit 
after  such  a  charge  was  $732,760  on  sales  of  securities  in  1903? 
A.  That  is  right. 

CHARLES  A.  PRELLEE,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Preller,  did  you  receive  annually  from  the  treasurer 
a  statement  of  the  net  profits  on  sales  of  securities  for  the  pre- 
ceding year,  ending  December  31?  A.  Well,  we  generally  re- 
ceived them  quarterly,  Mr.  Hughes. 

Q.  Then  did  you  laave'an  annual  statement  which  summarized 
the  statements  for  the  year?  A.  I  do  not  think  we  did,  but  we 
generally  compared  the  figures,  which  might  answer  that  question. 

Q.  "What  time  did  you  get  the  closing  figures  for  the  last 
quarter  of  the  year?  A.  Shortly  after  the  first  of  the  following 
j'ear. 

Q.  And  those  were  furnished  you  in  order  that  the  books  might 
be  closed  for  the  year,  ending  December  31?     A.  Yes,  sir. 

Q.  Did  you  during  Ae  years  stated  receive  from  the  treasurer 
reports  of  net  profits  on  sales  of  securities  amounting  to  the  vari- 
ous simis  stated  in  the  last  cohnun  in  Exhibit  829?  A.  To  the 
best  of  my  knoAvledge  and  belief,  we  did. 

Q.  JSTow,  did  you  receive  instructions  from  any  officers  of  the 
company  as  to  the  manner  in  which  those  profits  should  be  dealt 
in  on  the  books?  A.  Well,  we  have,  as  has  always  been  the  prac- 
tice, charged  or  credited  them  to  profit  and  loss  account  on  our 
books. 

Q.  You  credited  these  profits  from  sales  of  securities  to  profit 
and  loss  account?     A.  Yes,  sir. 

Q.'You  kept  a  profit  and  loss. account  and  if  you  got  a  profit 
on  sales  of  securities,  credited  it  to  the  account  ?    A.  Yes. 

Q.  And  if  you  made  a  loss  on  sales  of  securities  you-cliarged 
it  to  the  accoimt?    A.  Yes. 

Q.  If  you  made  a  profit  on  real  estate,  you  credited  it  to  the 
account?    A.  Yes,  sir. 

Q.  And  if  yon  had  a  loss  on  real  estate  you  charged  that  to 
'  the  account?    A.  Yes. 

Q.  The  items  of  sales  of  securities  came  in  to  you  quarterly 
from  the  treasurer?    A.  Yes, 
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Q.  And  according  to  your  practice  you  credited  those  to  profit 
and  loss  account?     A.  Yes. 

Q.  Was  it  the  practice  from  time  to  time  to  mark  down  the 
items  of  real  estate  and  charge  profit  and  loss  with  adjustment 
items  against  the  profits  realized  from  sales  of  securities?  A. 
Yes,  sir. 

Q.  How  long  had  that  been  the  practice  of  the  company?  A. 
Well,  as  far  back  as  I  can  remember,  before  my  time. 

Q.  From  whom  did  you  get  the  instructions  as  to  what  amount 
you  should  charge  to  profit  and  loss  for  the  purpose  of  reducing 
the  book  values  of  real  estate?  A.  The  figures  for  the  adjust- 
ment of  the  values  of  real  estate  were  furnished  either  by  the 
ju'esident  or  the  vice-president. 

Q.  And  usually  by  the  president?  A.  So  far  as  I  know  and 
can  remember,  Mr.  Hughes. 

Q.  What  was  this  adjustment  that  you  speak  of,  describe  the 
method  that  was  piirsued?  A.  Well,  I  would  receive  a  memo- 
randum from  either  the  president  or  vice-president  instructing 
me  to  reduce  the  value  of  the  buildings  on  the  books  of  the  com- 
jjany  so  much,  whatever  the  items  might  show  as  the  list  was 
furnished.  I  charged  those  to  profit  and  loss  as  the  account  used 
for  that  purpose. 

Q.  Xow,  let  us  take  as  fln  illustration  the  year  1901 :  Is  this 
the  profit  and  loss  account  for  1901?    A.  Yee,  sir. 

Q.  And  is  this  the  memorandum  of  the  adjustment  at  the  end 
of  the  year?     A.  Yes. 

MK.  HUGHES :  I  will  offer  the  profit  and  loss  account  with 
the  memorandum  of  adjustment  in  evidence,  and  will  have  it  in- 
serted at  this  point. 

(Papers  marked  Exhibits  830  and  831.) 

Q.  ISTow,  for  example^  in  1901,  according  to  the  treasurer's 
statement  furnished  you  there  was  a  net  gain  upon  sales  of  securi- 
ties amounting  to  $1,707,971  ?    A.  Yes,  sir. 

Q.  In  this  profit  and  loss  account  quarterly  there  has  been 
credited  the  profits  on  sales  of  securities?    A.  Yes,  sir. 

Q.  And  there  have,  been  debited  a  few  items  on  losses  of  sales' 
of  securities?    A.  Yes,  sir. 

Q.  And  the  difference  between  those  items  would  have  given 
$1,707,971  of  net  profit?     A.  Yes,  sir. 
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Q.  Now  as  this  account  —  I  refer  to  the  profit  and  loss  account 

—  stood  on  December  31st,  1901,  prior  to  the  closing  entries  you 
had  the  profits  on  sales  of  securities  and  the  profit  on  real  estate 
sales  and  you  had  certain  losses  on  sales  of  securities  and  certain 
losses  on  sales  of  real  etate  ?    A.  Yes. 

Q.  And  if  the  account  had  been  closed  in  that  shape  the  bal- 
ance of  the  account  would  have  been  the  actual  net  profit  on  the 
sales  of  your  ledger  assets  for  the  year  ?    A.  Correct,  sir. 

Q.  But  before  closing  the  profit  and  loss  account  you  debited  it 
with  this  item:  "  jSTassau,  Cedar  and  Liberty  Streets,  $1,350,000." 
Now,  under  whose  instructions  did  you  debit  it  with  that  item? 
A.  Either  the  president  or  the  vice-president. 

Q.  Is  it  the  fact  that  when  you  were  in  a  position  to  show  the 
profits  for  the  year,  those  figures  were  submitted  to  the  president 
or  vice-president  and  then  you  received  instruction  as  to  what  ad- 
justment should  be  made  in  the  closing  of  the  account  ?  A.  Yes, 
sir. 

Q.  Now,  the  actual  operation  was  that  you  debited  profit  and  loss 
with  $1,350,000,  and  in  that  way  the  net  profits  on  the  sales  of 
securities  and  real  estate  were  reduced  to  $422,560.32  ?  A.  Yes, 
sir. 

Q.  The  item  of  $1,350,000  was  credited  to  the  real  estate  ac- 
count?   A.  Yes,  sir. 

Q.  Did  you  have  a  separate  account  showing  the  Nassau  street 
and  Liberty  street  building?    A.  On  the  books? 

Q.  Yes.    A.  Yes. 

Q.  Then  $1,350,000  was  credited  to  that  account  ?    A.  Yes,  sir. 

Q.  And  the  book  value  of  that  real  estate  was  reduced  ?  A,  Yes, 
sir. 

Q.  Did  you  keep  the  original  memoranda  of  instructions  as  to 
how  the  adjustment  should  be  made?    A.  "Well,  I  presume  I  did 

—  as  I  already  explained,  Mr.  Hughes,  the  profit  and  loss  account 
was  always  used  as  a  medium  for  making  these  entries  into. 

Q.  Yes.  A.  But  I  certainly  received  the  authority  of  either  the 
president  or  vice-president  for  making  the  adjustment. 

Q.  My  point  is  this,  you  as  auditor  in  keeping  the  profit  and  loss 
account  would  of  course  ascertain  from  the  proper  authority  what 
profits  had  been  made  on  sales  and  what  losses  had  been  made  on 
sales  and  you  would  be  in  a  position  to  close  the  account  on  that 
basis.  But  when  it  came  to  the  point  of  charging  against  those 
profits  some  item  to  adjust  real  estate  values,  of  wm-^g  there  you 
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had  to  take  special  instructions,  did  you  not  ?  A.  I  received  them, 
to  charge  —  to  reduce  the  value  of  these  buildings  so  much. 

Q.  So  that  as  result  of  this,  it  would  appear  from  your  hooks 
after  making  the  adjustment  entry  at  the  end  of  1901,  that  your  net 
profits  were  $422,560.32?    A.  Yes. 

Q.  According  to  profit  and  loss  account,  and  that  the  book  value 
of  the  Nassau  street  and  Liberty  street  building  was  $1,350,000  less 
than  it  would  have  been  if  that  credit  had  not  been  made?  A. 
Eight,  sir. 

ME.  HUGHES :  I  offer  in  evidence  profit  and  loss  and  adjust- 
ment account  of  1902. 

(Paper  marked  Exhibit  832.) 

(Exhibit  832  will  be  found  in  the  Book  of  Exhibits.) 

ME.  HUGHES:  I  offer  in  evidence  the  profit  and  loss  account 
of  1903. 

(Paper  marked  Exhibit  833.) 

(Exhibit  833  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Wow,  take  the  year  1904,  we  find  from  the  treasurer's  state- 
ment that  there  was  a  net  profit  on  sales  of  securities  of  1904,  of 
$1,036,410?     A.  Yes,  sir. 

Q.  Now,  the  amount  entering  into  that  total  of  net  gain  for  the 
year  was  found  in  the  profit  and  loss  account  ?    A.  Yes,  sir. 

Q.  But  when  you  come  to  the  end  of  the  year,  you  adjust  it,  and 
you  make  an  adjustment  by  charging  the  profit  and  loss  account 
with  $1,047,625.47?     A.  Yes. 

Q'.  And  closed  the  account  by  showing  no  profit  at  all.  A. 
Yes,  sir. 

■  Q.  No  profit  or  loss  on  sales  according  to  the  closing  of  the 
account?     A.  Yes,  sir. 

Q.  That  was  done  by  taking  into  adjustment  the  entire  credit 
balance  of  the  account?     A.  Yes. 

Q.  And  charging  the  profit  and  losses  with  the  equivalent 
amount  —  that  is  right,  isn't  it?     A.  That  is  correct,  sir. 

Q.  Now,  how  did  you  divide  the  $1,047,625.47  among  other  ac- 
counts?    A.  As  shown  on  that  statement. 
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Q.  That  is,  you  credited  to  Nassau,  Cedar  and  Liberty  streets, 
five  hundred  thousand  dollars  ?     A.  Yes. 

Q.  You  credited  too A.  Philadelphia. 

Q.  What  is  that?  A.  I  don't  know  that  is;  that  is  the  Phila- 
delphia building. 

Q.  To  the  Philadelphia  building,  $42Y,625.47.  You  credited 
to  the  Boston  building A.  Yes,  sir. 

Q.  One  hundred  and  twenty  thousand  dollars,  making  a  total 
amount  of  $1,047,625.47?     A.  Yes. 

Q.  And  by  those  amounts  respectively  the  buildings  referred  to 
were  reduced  in  book  value?     A.  Yes,  sir. 

Q.  Now,  isn't  it  a  fact  that  those  adjustments  were  not  made 
imtil  the  executive  officers  and  gener'ally  the  president,  had  before 
him  the  results  of  the  sales  of  securities  for  the  year,  so  that  it 
could  be  ascertained  how  much  could  be  credited  to  the  various 
items  of  real  estate,  and  what  could  be  charged  against  the  profit 
and  loss  account?     A.  Yes,  sir. 

Q.  And  how  was  he  furnished  with  those  items?  A.  By  copy 
of  the  —  by  balance  of  whatever  there  might  be  to  the  credit  of 
the  profit  and  loss  account. 

Q.  So  was  it  your  practice  to  give  to  the  president  before  you 
closed  the  profit  and  loss  account  for  a  given  year,  a  statement 
showing  the  amount  standing  to  its  credit,  and  wait  instructions  as 
to  its  adjustment?  A.  As  a  rule,  that  is  the  same  figures  might 
come  to  him  through  the  comptroller,  but  it  would  be  the  same 
thing.     The  comptroller  had  charge  of  -the  real  estate. 

ME.  HUGHES :  I  offer  the  profit  and  loss  account  and  'the 
adjustment  for  1904  in  evidence. 

(Paper  marked  Exhibit  'So.  884.) 

Q.  Now,  in  1905  you  closed  the  profit  and  loss  account  and 
struck  a  balance  under  date  of  September  30th?     A.  Yes,  sir.    • 

Q.  Was  that  for  the  purpose  of  furnishing  the  Committee  with 
an  extract  of  it  as  for  that  day,  or  does  it  appear  closed  onyour 
Ijooks?  A.  No,  it  is  not  closed — the  account  is  not  closed  now, 
Mr.  Hughes. 

Q.  That  was  the  state  of  the  account?     A.  Yes,  sir. 

Q.  As  of  September  30th,  1905?     A.  Yes,  sir. 

Q.  Now,  down  to  September  30th,  1905,  the  actual  profits  on 
sales  of  securities  according  to  the  treasurer's  statement  was 
$2,076,291?     A.  Yes,  sir. 
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Q.  And  tKose  amounts  appear  in  items  in  the  profit  and  Joss 
account^     A.  Yes,  sir. 

Q.   Credit  and  debit?     A.  Yes,  sir. 

Q.  .'J'liis  amount  being  the  net  credit  ?     A.  Yes,  sir. 

Q.  Then  you  have  a  few  items  of  profit  on  real  estate,  a  small 
item  of  debit  upon  real  estate,  and  on  June  30th  you  made  an 
adjvistment  entry  of  five  million  dollars?     A.   Yes  sir. 

Q.  To  the  debit  of  that  account.  How  did  it  happen. that  a 
debit  entry  was  made  on  June  30th  in  such  adjustment?  A. 
Under  instructions. 

Q.  From  whom?  A.  I  suppose  either  the  president  or  vice- 
president. 

Q.  Do  you  remember  whether  it  was  the  president  or  vice- 
president  ?  A.  I  think  it  was  the  vice-president  in  this  case,  but 
I  am  not  positive. 

Q.  Which  vice-president?  A.  Mr.  Granniss.  It  is  my  impres- 
sion, or  my  recollection,  rather,  that  the  finance  committee  or  sub- 
finance  committee  had  something  to  do  with  that. 

Q.  How  did  you  happen  to  make  such  an  adjustment  entry  in 
the  middle  of  the  year  1905?     A.  Under  instructions. 

Q.  Well,  that  had  been  done  previously,  had  it?     A.  N"o,  sir. 

Q.  Within  your  memory?     A.  No. 

Q.  And  was  there  any  reason  that  was  brought  to  your  atten- 
tion for  doing  it  is  1905?  A.  No  reason,  only  to  make  the  en- 
tries that  is  all. 

Q.  Xow,  the  way  in  which  that  five  million  dollars  charged  to 
profit  and  loss  was  divided  up  on  the  books,  appears  in  this  adjust- 
ment statement  annexed  to  the  extract  from  the  profit  and  loss 
account  ?     A.  Yes,  sir. 

MR.  HUGHES:  I  offer  the  profit  and  loss  account  of  Septem- 
ber 30th,  1905,  and  the  adjustment  statement  in  evidence. 

THE  WITNESS:  But  you  understand,  Mr.  Hughes,  that  the 
account  has  not  been  closed.  > 

ME.  HUGHES:  Oh,  yes,  but  the  item  of  five  million  dollars 
has  been  charged  to  it? 

THE  WITNESS:  Oh,  yes,  sir, 

(Paper  marked  Exhibit  835.) 
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Q.  Now,  it  appears  from  this  adjusting  entry  tliat  these  five 
million  dollars  were  distributed  as  follows: 

Oedar,  ISTassau  and  Liberty  Streets $2,T50,000 

Boston,  Mass   240,000 

Philadelphia,  Pa , 930,000 

Buffalo,  K  Y 330,000 

Little  Kock,  Ark , ,  10,000 

Sydney ,  300,000 

Paris 190,000 

Cape  Town  250,000 

\        Total  adjustments   $5,000,000 

Now,  as  the  profit  and  loss  account  stood  on  June  30,  the  charg- 
ing of  five  million  dollars  to  that  account  wiped  out  all  the  profit 
from  sales  of  securities,  and  if  the  profit  and  loss  account  had 
been  closed  at  that  time  it  would  have  been  closed  with  a  large 
debit  balance?    A.  Correct. 

Q.  As  the  account  stands  on  September  30th,  190'5,  the  debit 
balance  if  the  account  had  then  been  closed  would  have  been 
$2,898,058.30  as  shown  by  this  extract?    A.  Yes,  sir. 

Q.  Now,  I  have  asked  the  company  to  produce  a  copy  of-ita 
annual  statement  for  the  year  ending  December  31,  1904,  and  I 
look  under  the  head  of  income  at  item  26  as  follow&r-profits  on 
sales  or  maturity  of  ledger  assets  and  I  find  a  blank,  so  that  no 
profits  on  sale  or  maturity  of  ledger  assets  are  reported  that  year — 
that  is  the  fact,  isn't  it?  A.  'Well_,  Mr.  Hughes,  I  didn't  make  up 
that  report. 

Q.  I  understand  and  I  will  be  glad  to  have  you  explain,  that. 
After  you  closed  the  profit  and  loss  account  under  the  instruc- 
tions you  have  stated  you  had  no  more  responsibility  with  this 
matter?    A.  No,  sir. 

Q.  You  have  nothing  to  do  with  making  up  the  annual  state- 
ment?   A.  No,  sir. 

Q.  Who  does  make  up  the  annual  statement  ?    A.  The  actuary. 

Q.  Well,  now,  understanding  that  and  simply  for  the  con- 
venience of  getting  the  matter  on  the  record  we  look  at  the  an- 
nual statement  for  1904  and  we  find  opposite  the  item  profits  on 
sale  or  maturity  of  ledger  assets  a  blank,  nothing  is  reported; 
that  is  the  fact,  isn't  it  ?    A.  Seems  to  be. 

Q.,  And  the  reason  for  that  is  that  in  1904  the  profits  on  the 
sales  of  securities  were  wiped  out  on  the  books  by  the  charge 
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of  this  item  of  adjustment  of  $1,047,625.47,  the  various  parts 
of  which  were  carried  to  the  credit  of  certain  real  estate  ac- 
counts?   A.  Yes,  sir. 

Q.  The  result  was  there  was  nothing  on  the  profit  and  loss 
account  shown  as  profit  on  the'  sales  of  securities  and  nothing 
went  into  your  annual  report  ?    A.  Yes. 

Q.  On  the  other  hand  we  find  a  statement  of  ledger  assets, 
book  value  of  real  estate  a  certain  amount,  page  4  of  the  state- 
ment; now  that  reported  the  book  value  of  the  real  estate  after 
these  amounts  charged  against  the  profits  on  securities  had  been 
carried  to  the  credit  of  the  real  estate,  and  the  book  value  thereby 
reduced  —  that  was  it,  wasn't  it  ?    A.  Yes,  sir. 

Q.  The  net  restilt  of  it  was  that  the  profits  on  the  sales  of 
real  estate  to  the  extent  of  these  readjustment  items  were  used 
to  keep  down  the  book  values  of  the  real  property?  A.  You 
mean  the  profits  on  securities  ? 

Q.  Profits  on  the  sales  of  securities,  I  should  have  said  to  the 
extent  indicated  by  these  readjustment  items,  were  used  to  keep 
down  the  book  value  of  the  real  estate?  ~A.  Yes,  sir. 

ME.  HUGHES:  Now  I  will  have  the  report  for  1901  pro- 
duced by  the  company  marked  for  identification. 

(Eeport  marked  Exhibit  836  for  identification.) 

ME.  HUGHES:  And  I  will  offer  in  evidence  so  much  of  it 
as  is  contained  under  the  head  of  income  during  year  1901,  dis- 
bursements during  year  1901  and  ledger  assets. 

ME.  HUGHES:  I  will  mark  for  identification  the  statement 
of  1902. 

(Statement  marked  Exhibit  83Y  for  identification.) 

ME.  HUGHES :  And  I  will  offer  in  evidence  so  much  of  it  as 
is  the  statement  of  income  disbursements  ledger  assets. 

ME.  HUGHES:  I  will  have  marked  for  identification  the 
statement  of  December  31,  1908. 

(Statement  marked  Exhibit  838  for  identification.) 
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MR.  HUGHES :  I  offer  in  evidence  what  appears  under  the 
head  of  income,  disbursements  and  ledger  assets. 

ME.  HUGHES:  I  will  have  marked  for  identification  state- 
ment of  1904. 

(Statement  marked  Exhibit  839  for  identification.) 

ME.  HUGHES :  I  offer  in  evidence  what  appears  under  the 
head  of  income,  disbursements  and  ledger  assets. 

ME.  HUGHES:  I  offer  in  evidence  statement  for  1898,  analy- 
sis profit  and  loss  account  and  readjustment  entries. 

(Paper  marked  Exhibit  ~Eo.  840.) 

ME.  HUGHES :  I  offer  in  evidence  statements  for  1899  of  the 
Profit  and  Loss  Account. 

(Paper  marked  Exhibit  No.  841.) 

ME.  HUGHES :  I  offer  in  evidence  statement  of  1900  Profit 
and  Loss  Accoimt. 

(Paper  marked  Exhibit  No.  842.) 

BY  ME.  HUGHES : 

Q.  If  you  have  preserved  the  memorandum  of  instructions 
which  you  have  received  I  will  be  glad  to  have  you  look  them  up 
and  produce  them  in  regard  to  the  adjustments — this  practice 
went  back  to  1898  ?     A.  Yes,  sir ;  it  has  always  been  the  practice. 

Q.  You  must  have  taken  ou  a  very  large  amount  of  money — T 
mean  you  must  have  reduced  to  a  very  large  extent  the  book  value 
of  the  main  office  building  by  these  various  annual  adjustments  ? 
A.  Just  as  shown  in  those  statements  the  book  values  have  been 
reduced. 

Q.  Can  you  remember  approximately  to  what  amount  those  re- 
ductions reach?  A.  No,  sir;  I  cannot  remember,  but  they  are  all 
shown  in  those  statements. 

ISAAC  VANDEEPOEL,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Yanderpoel,  you  have  examined  the  profit  and  loss 
account  of  the  Mutual  Life,  have  you  not?     A.  I  have. 
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Q.  You  have  been  conversant  with  what  has  just  been  proved 
upon  this  stand?     A.  I  have,  sir. 

Q.  You  have  shown  that  the  Mutual  Life  has  not  reported  to 
the  department  the  exact  amount  it  has  made  on  sales  of  securi- 
ties?    A.  I  have. 

Q.  'Why  have  you  not  brought  that  to  the  attention  of  the 
Superintendent  of  Insurance?     A.  May -I  make  an  explanation? 

Q.  Yes.  A.  The  profits  on  sales  of  securities  are  indicated  in  the 
proper  department,  security  department,  b\it  for  the  purpose  of  not 
carrying  the  real  estate  we  will  say  at  an  inflated  value,  getting  it 
down  to  as  near  a  three  per  cent,  basis  as  possible,  it  has  been  the 
custom  of  the  Mutual  instead  of  entering  profits  on  sales  of  securi- 
ties on  the  receipt  in  order  to  maintain  the  balance  contemplated 
by  the  statement  as  between  one  year  and  another,  the  statement 
being  on  the  basis  of  what  the  assets  of  the  company  were  at  the 
close  of  the  year  plus-by  other  receipts  during  the  following  year, 
and  minus  by  their  disbursements,  the  final  figure  is  what  they 
should  have  at  the  close  of  the  following  year.  In  order  to  main- 
tain that  balance,  the  Mutual  Life  has  instead  of  making  a  journal 
entry  or  a  special  memorandum  that  they  had  marked  down  their 
real  estate  not  sold  but  still  held  in  a  certain  amount  in  order  to 
bring  the  same  to  a  lower  book  vahie,  they  on  the  other  hand 
have  seen  fit  to  make  this  clearing  show  in  the  profit  and  loss  ac- 
count. 

Q.  That  is  quite  obvious.  What  I  want  to  know  is,  why  you 
didn't  report  it  to  the  Superintendent?  A.  I  didn't  think  it  was 
necessary  to  do  so. 

Q.  You  know  perfectly  well  that  the  report,  or  rather  the  state- 
ment, called  for  by  the  department  demanded  that  the  comjiany 
state  on  the  6ne  hand  the  profit  and  sale  of  maturity  of  ledger 
assets,  net  income,  and  on  the  other  hand  the  loss  on  sale  or 
maturity  of  ledger  assets  through  disbursements?     A.  I  did. 

Q.  IvTow,  for  example,  you  have  been  examining  the  Mutual 
Life  this  year,  have  you  not?     A.  I  have. 

Q.  And  you  knew  that  their  last  annual  statement  reported 
no  profit  whatever  on  sale  or  maturity  of  ledger  assets?  A. 
Yes. 

Q.  You  knew  that  was  not  true  because  they  had  made  a 
sales  and  ledger  assets  to  a  very  large  amount?  A.  They  had, 
but  clearing  it  in  that  way. 
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Q.  Of  course,  I  understand  that  they  cleared  it;  but  the  whole 
oliject  of  your  report  was  to  get  a  true  and  correct  statement  of 
the  items  called  for,  was  it  not?     A.  Yes. 

Q.  And  you  didn't  get  it.  Why  did  you  not  insist  that  th«y 
should  reveal  just  what  profits  they  had  made,  and  then  if  they 
wanted  to  mark  down  their  real  estate,  compel  them  to  say  so, 
so  that  the  public  would  know  it,  and  it  would  appear  in  the 
official  reports  of  the  department?  A.  This  was  their  method 
of  crediting  profit  and  loss  with  the  sale  of  those  securities,  and 
charging  profit  and  loss  for  the  sale  of  those  securities  and  credit- 
ing real  estate. 

Q.  And  that  is  the  only  statement  you  can  make  about  it  ?  A. 
That  is  all. 

Q.  How  long  have  you  known  this  was  the  practice  of  the 
Mutual  Life?  A.  "Well,  I  could  not  say.  It  has  been  so  for  some 
years. 

Q.  "WTio  made  up  the  reports  of  the  Superintendent  for  pub- 
lication; whose  duty  was  that  in  the  office?  A.  The  statistician 
—  do  you  mean  these  reports  ? 

Q.  'No,  T  mean  those  that  are  condensed  and  published  in  the 
department  volume?  A.  They  are  made  up  by  several  individuals. 
I  don't  know  just  who. 

Q.  Is  there  some  one  M'ho  had  charge  of  it  ?    A.  Yes,  sir. 

Q.  Who  was  that  ?    A.  I  think  a  Mr.  Crippen  at  present. 

Q.  You  understand  the  importance,  Mr.  Vanderpoel,  in  receiv- 
ing information  from  insurance  companies  for  the  purpose  of  a 
public  report  that  the  department  should  insist  on  getting  the 
information  exactly  that  it  calls  for,  and  that  the  actual  opera- 
tions of  the  company  should  be  disclosed,  do  you  not?    A.  Yes. 

Q.  Did  you  have  anything  to  do  with  making  up  this  form  of 
statement  which  is  now  in  iise?    A.  I  did  not. 

Q.  Have  you  taken  any  means  to  see  that  the  various  items  in 
these  statements  are  correctly  reported  ?    A.  I  have. 

Q.  But  if  the  balances  are  correct  you  have  not  troubled  your- 
self to  inquire  whether  or  not  throiigh  a  clearing  the  items  of 
losses  are  concealed  ?    A.  Items  of  losses  ? 

Q.  Yes,  or  of  markings  down  of  items  of  profit?  A.  Well,  I 
would  not  charge  those  items  to  profit  and  loss,  those  real  estate 
items.  I  do  not  think  this  blank  fits  special  and  certain  cases  of 
insurance  companies.  My  treatment  would  be  if  they  made  an 
adjustment  at  the  end  of  the  year  to  enter  net  or  ledger  assets  at 
ihe  end  of  previous  year  less  book  value  reduced. 
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•  Q.  Exactly.  In  other  words,  you  could  not  for  a  moment 
doubt  the  propriety  of  their  saying  if  they  made  a  million  dollars 
or  two  million  dollars  on  sales  that  they  had  made  it,  and  then  if 
they  wanted  to  reduce  an  inflated  value  or  book  value  of  their 
real  estate  to  show  they  had  reduced  it?    A.  Exactly. 

Q.  Then  the  public  or  those  interested  would  be  able  to  see 
just  what  money  they  had  made,  and  just  what  had  been  done 
with  it?    A.  Yes,  sir. 

Q.  The  present  mode  of  statement  is  in  effect  a  concealment 
of  a  real  estate  loss,  and  a  concealment  of  a  securities  profit?  A. 
Well  it  is  not  a  real  estate  loss,  Mr.  Hughes. 

Q.  Well,  a  real  estate  marking  down  of  value?  A.  A  real 
estate  marking  down  of  value. 

Q.  Of  course,  I  adopted  loss  because  they  have  headed  these 
statements  losses.  ISTow,  th'fe  same  thing  has  taken  place  in  other 
companies?     A.  Yes. 

Q.  Is  it  a  general  practice  ?    A.  I  do  not  think  it  is. 

Q.  In  what  other  companies  has  it  been  done?  A.  Well,  in 
the  case  of  the  IfTew  York  Life,  they  made  a  large  profit  from  the 
sale  of  their  stock. 

Q.  Of  the  New  York  Security  &  Trust  Company  stock?  A. 
Yes. 

Q.  In  1901  they  made  something  over  five  million  dollars,  did 
they  not?     A.  Yes. 

Q.  And  as  has  been  testified  to  here  they  thought  that  was  a 
good  opportunity  to  get  rid  of  about  three  million  dollars  of 
agents'  balances?     A.  Yes. 

Q.  So  through  a  clearing  the  three  million  dollars  were 
charged  against  the  profits  on  the  sale  of  stocks  and  some  other 
reductions  in  connection  with  the  real  estate,  and  the  disclosed 
profit  on  the  sale  of  stock  through  the  report  was  only  the  differ- 
ence?   A.  Yes. 

Q.  Did  you  report  that  to  the  Superintendent  ?    A.  I  did  not. 

Q.  When  did  you  become  acquainted  wifh  that  fact?  A. 
During  the  examination  of  1904. 

Q.  Were  you  not  conversant  with  it  earlier?  A.  It  did  not 
occur  earlier — ^I  mean  we  were  not  in  there  from  1899  to  1904. 

Q.  So  you  did  not  become  conversant  with  it  before)  your  ex- 
amination of  1904?     A.  I  did  not. 

Q.  So  that  there  may  be  no  inaccuracy  in  referring  back  to 
that,  I  will  read  the  testimony  given  by  Mr,  Perkins  on  that 
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point :  "A.  The  profits  on  securities  sold  during  that  year  were 
S5,253,541.5'7;  profits  from  other  sources,  $585,545.59,  making  a 
^total  of  $5,839,087.16.  From  that  there  were  deducted  agents' 
balances  and  so  forth,  charged  off,  $1,919,734.29,  to  reduce  the 
book  value  of  real  estate,  $843,980.88,  making  a  total  of  $2,763,- 
715.17,  which  left  a  net  profit  of— is  tliis  right— $3,075,371.99  ? 

Q.  Yes.  A.  When  that  sale  was  closed  in  1891  we  had  a  profit, 
as  we  stated,  of  five  million  two  plus,  five  million  two  plus.  We 
thought  it  a  good  opportunity  to  take  out  of  our  accounts  items 
known  as  agents'  balances,  amounting  to  one  million  nine  hundred 
and  nineteen  plus,  which  the  insurance  departments  do  hot  recog- 
nize as  admitted  assets,  but  had  always  carried  in  our  companies 
and  others  as  unadmitted  assets,  and  we  thought  it  was  a  good 
opportunity  to  get  on  a^perfectly  sound  basis  in  the  matter  of  those 
balances.  You  understand,  of  course,  that  in  charging  this  off, 
it  was  purely  a  bookkeeping  transaction.  That  in  no  way  means 
that  they  were  lost.  It  simply  means  that  we  thought  it  would 
be  ultra  conservative  to  cease  claiming  any  credit  in  assets  for 
agents'  balances,  and  charged  them  off  in  this  way,  having  made 
this  very  large  sum  in  profit." 

Q.  I  was  in  error,  I  see,  when  I  referred  a  moment  ago  to  the 
amoimt  of  the  agents'  balances.  They  were  not  three  million 
dollars,  but  about  two  million  dollars?     A.  Yes. 

Q.  Now,  it  appears  that  the  Massachusetts  Department  made 
some  inquiry  with  regard  to  that  and  got  the  particulars.  Had 
you  any  information  Avhen  you  received  the  repcirt  of  the  New 
York  Life  for  1901  as  to  the  disposition  of  the  stock  of  the  New 
York  Security  &  Trust  Company?  A.  On  the  strength  of  the 
annual  statement? 

Q.   Well,  in  any  other  way?    A.  No. 

Q.  You  had  no  other  information?  A.  No.  As  a  rumor  I 
heard  they  had  made  that  treatment,  but  I  knew  notliing  about  it 
of  my  own  knowledge. 

Q.  Had  you  heard  at  that  time  they  had  made  that  treatment 
of  it?    A.  That  they  had  not  taken  advantage 

Q.  That  they  had  practically  charged  out  of  the  profits  of  the 
stock  these  agents'  balances,  and  certain  reductions  in  real  estate 
values,  so  that  the  reduced  prjfits  on  the  stock  was  so  much  less? 
A.  Yes. 

Q.  What  did  you  do  about  that?  A.  The  Insurance  Depart- 
ment? 
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Q.  Yes.     A.  ISTothing  that  I  know  of. 

Q.  Your  attitude  Avith  regard  to  that  and  other  matters  was 
that  if  the  company  was  abundantly  solvent,  and  its  balance* 
were  right,  you  did  not  think  it  necessary  to  go  into  the  details 
by  which  they  were  arrived  at.    Is  that  a  fair  statement^    A.  The 

statement,  I  think The  anniial  statement  showed  that  they 

had  marked  down  the  book  value  of  their  veal  estate  by  these 
profits,  which  would  have  appeared  otherwise  as  an  income, 
thereby  preserving  the  balance  in  this  statement. 

Q.  In  your  examination  of  the  'Nev/  York  Life  last  year  did 
you  examine  the  Hanover  Bank  office  accounts?    A.  I  did. 

Q.  Did  you  examine  the  accounts  of  their  syndicate  profits? 
A.  I  did. 

Q.  Did  you  ask  for  the  files  which  would  show  the  corre- 
spondence or  check  off  the  accuracy  of  the  statement  of  profits? 
A.  I  did. 

Q.  Then  did  you  discover  that  some  $59,000  had  been  taken 
out  of  a  certain  part  of  profits '  upon  a  participation  in  United 
States  Steel  Syndicate,  and  only  a  balance  remitted  by-  J.  P.  Mor- 
gan &  Company?    A.  I  did  not  see  that. 

Q.  How  did  you  fail  to  see  that  if  you  examined  the  corre- 
spondence and  checked  off  the  items  of  profit?  A.  I  think  I 
took  the  syndicate  account  as  it  appeared  on  the  ledger. 

Q.  And  did  not  go  back  of  the  ledger?  A.  And  did  not  go  back 
of  the  ledger. 

Q.  You  did  not  look  through  the  correspondence?  A.  I  did 
not  look  through  the  correspondence,  no. 

Q.  Has  it  been  your  practice  ever  to  look  through  correspond- 
ence in  endeavoring  to  ascertain  whether  items  in  the  books  are 
correctly  entered?    A.  Not  always. 

Q.  In  looking  over  the  Hanover  Bank  office  account  did  you 
discover  $100,000  paid  to  Andrew  Hamilton  in  March,  1904? 
A.  I  did  not. 

Q.  There  were  two  items,  I  believe,  one  of  $55,000  and  one  of 
$45,000  in  the  account  in  the  ledger  No.  3,  known  as  the  Han- 
over Bank  office  account.  Did  you  not  examine  that?  A.  I  do 
not  recollect  that  I  noticed  any  moneys  paid  to  Hamilton  —  as 
indicated  by  the  books. 

Q.  Well,  I  think  that  appears  very  plainly  in  the  account,  if 
uiy  memory  serves  me  right,  charged  to  Hanover  Bank  office  ac- 
count, two  items  aggregating  $100,000,  and  they  were  afterward 
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transferred  to  real  estate  account.      Did  you  examine  the  real 
estate  account?    A.  I  did. 

Q.  Did  you  find  items  aggregating  $235,000  which  had  been 
transferred  to  that  account?     A.  What  year  was  that? 

Q.  1904.     A.  We  did  not  take  beyond  December  31,  1903. 
Q.  So  that  that  would  be  the  explanation  of  your  not  having 
noticed  these  items,  for  they  were  later  dates?     A.  Yes,  we  al- 
ways make  the  examination  by  closing  the  books  promptly  on 
the  date  December  31. 

Q.  And  you  do  not  examine  any  items  later  than  the  closing 
of  the  books?  A.  No.  Then  you  would  be  tailending  and  trail- 
ing all  the  time. 

Q.  Of  course.     Have  you  made  any  examination  of  the  New 
York  Life  since  that  time?     A.  I  have  not,  sir. 
Q.  Plas  the  department?     A.  It  has  not. 

Q.  Did  you  make  a^y  attempt  to  check  accounts  kept  with  the 
Paris  ofSce?     A.  Yes. 

Q.  Have  you  ever  demanded  for  examination  the  books  of  the 
Paris  office?     A.  I  went  to  Paris  and  checked  those  accounts. 
Q.  You  did?     A.  Yes. 
Q.  When  was  that?.   A.  1904. 

Q.  Did  you  have  all  the  books  of  the  Paris  office  before  you? 
A.  I  did. 

Q.  Did  you  attempt  to  verify  the  items  in  the  books  or  did  you 
content  yourself  with  ascertaining  whether  items  in  the  ledger 
account  were  justified  by  entries  in  subsidiary  books?  A.  I  saw 
that  the  account  as  sent  from  Paris,  the  final  balance  sheet  as  sent 
from  Paris  here  to  close  their  final  statement,  were  as  stated  in  the 
balances  shown  here. 

Q.  Did  you  make  the  same  sort  of  an  examination  that  you 
described  yesterday  in  connection  with  the  Mutual?  A.  Yes,  "sir. 
Q.  ISTot  going  behind  the  entries  in  the  books  themselves?  A. 
Well,  I  checked  a  certain  number  of  vouchers.  I  did  not  check 
them  all  because  it  would  have  taken  an  indefinite  amount  of  time. 
Q.  But  you  checked  them  the  same  as  you  did  in  the  Mutual? 
A.  At  random. 

Q.  If  you  found  the  vouchers  corresponded  in  amount  and  bore 
the  stamp  or  initial  of  a  person  in  authority,  you  did  not  go  behind 
that  to  ascertain  the  nature  of  the  payment  or  its  propriety?  A. 
I  did  not. 

Q.  How  long  were  you  in  Paris  on  the  examination  of  1904? 
A.  About  six  weeks. 
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Q.  Who  were  with  you?     A.  I  was  alone. 

Q.  You  made  that  entire  examination  yourself?    A.  Yes,  sir. 

Q.  Did  you  in  connection  with  the  New  York  Life  make  an  ex- 
amination of  the  methods  adopted  in  the  computation  of  deferred 
dividends?     A.  I  did  not. 

Q.  Did  any  one  connected  with  the  department  do  that?  A. 
Not  that  I  know  of.  I  had  several  talks  with  Mr.  "Weeks  in  refer- 
ence to  his  system  of  computation  of  deferred  dividends. 

Q.  Did  you  get  for  the  use  of  the  departinent  specimen  calcu- 
lations?    A.  Yes. 

Q.  Did  you  get  the  methods  which  had  been  adopted  in  par- 
ticular cases  in  arriving  at  the  results?  A.  Yes,  I  think  we  have 
all  that  in  the  files  of  the  papers  connected  with  that  examination. 

Q.  Do  you  require  companies  to  subjnit  to  the  department 
schedules  which  show  the  annual  dividends  and  deferred  divi- 
dends, and  actual  processes  of  calculation?     A.  We  do  not. 

Q.  Did  you  get  at  any  time  copies  of  the  report  made  by  the 
K'ew  York  Life  to  the  Prussian  Government,  or  to  the  Prussian 
Department?     A.  I  think  not. 

Q.  Have  you  ever  asked  the  New  York  Life  for  those?  A.  I 
never  have. 

Q.  Or  for  similar  data?     A.  I  never  have. 

Q.  Have  you  ever  asked  the  New  York  Life  for  data  which 
would  show  the  extent  to  which  they  had  annually  accumulated 
moneys  to  meet  deferred  dividends,  or  the  methods  in  which  they 
reckoned  the  amounts  available  for  deferred  dividends  from  year 
to  year?    A.  Yes,  I  think  that  is  all  in  our  data,  which  we  have. 

Q.  Have  yoy  ever  compared  those  data  with  the  data  furnished 
the  Prussian  Government?     A.  I  never  have. 

Q.  Do  you  know  whether  anybody  in  the  department  has?  A. 
I  think  not. 

Q.  When  did  you  first  examine  the  Mutual  Reserve?  A.  I 
should  say  1897  or  1898. 

Q.  You  had  nothing  to  do  with  the  examination  of  1895  or 
1894?     A.  I  had  not. 

Q.  In  whose  charge  was  that  examination?  A.  Mr.  Appleton 
conducted  that  examination. 

Q.  In  your  examination  of  1898  did.you  go  into  the  question  of 
the  Harper  contract?  A.  I  saw  the  Harper  contract  was  there.  I 
did  not  refer  to  it  in  my  report. 

Q.  Why  not?  A.  Well,  it  seemed  to  have  been  a  valid  contract 
so  far  as  I  knew.  ' 
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Q.  Did  you  look  into  the  question  of  wliethcr  or  not  it  had 
heen  properly  authorized?     A.  I  saw  the  contract. 

Q.  Did  you  go  back  of  the  contract  to  see  who  had  voted  on  it, 
or  what  proceedings  had  been  taken  to  bind  the  coinpany?  A.  I 
do  not  recall  now,  beyond  reading  the  minutes  of  the  Board  of 
Directors,  or  the  Board  of  Trustees. 

Q.  It  appears  from  some  evidence  here  that  certain  criticisms  in 
your  report  were  eliminated  from  it  at  the  time  that  it  was  finally 
published?     A.  What  report  is  that? 

Q.  I  am  not  certain  whether  it  was  1898  or  1899.  Were  there 
two,  one  in  1898  and  one  in  1899?  A.  My  impression  is  that 
there  were,  but  I  am  not  positive. 

Q.  You  probably  refer,  when  you  speak  of  1898,  as  to  the  exam- 
ination as  of  December  31,  1897?     A.  Yes,  sir. 

Q.  And  the  other  one  is  as  of  May  16,  1899?     A.  Yes. 

Q.  Xow,  jirobably  it  was  in  the  latter  .case  that  there  was  a 
suggestion  that  there  were  some  criticisms  made  by  you  upon  the  , 
management  of  the  company  which  were  eliminated  from  the, 
report.  Do  you  recall  that?  A.  The  only  portio'n  of  my  report' 
that  was  eliminated  was  a  reference  to  the  fact  that  the  deposits  of 
this  company  with  foreign  governments  and  with  the  State  of  New 
York  were  not  readily  available  for  the  payment  of  death  losses.  It 
was  concluded  that  that  was  an  unnecessary  comment;  in  other 
words,  it  was  self-evident. 

Q.  Who  concluded  that  it  was  unnecessary?  A.  It  was  con- 
cluded on  a  hearing  of  the  company  had,  as  required  by  law; 
the  court,  as  it  were,  being  the  Superintendent  of  Insurance  at  the 
time. 

Q.  Xow,  I  refer  to  the  argument  of  Mr.  Frank  B.  Lawrence, 
on  the  hearing  before  the  Superintendent  after  the  service  of  a 
cojiy  of  yoiir  report,  in  which  he  says: 

"  I  come  now  to  some  matter  in  the  report  of  the  ej?aminer, 
which  follows  the  statement  of  assets  and  liabilities." 

And  he  continues: 

'Tie  shows  matter  in  this  report  by  which,  while  still  con- 
tinuing to  charge  the  association  in  full  with  all  its  liabilities  now 
existing,  and  a  large  amount  which  have  not  yet  become  lia- 
bilities, it  is  proposed  to  disregard  and  throw  out  some  of  its  best 
and  most  unquestionable  and  substantial  assets,  to  an  extent  which 
if  done,  would  substantially  extinguish  the  entire  surplus. 

"The  first  item  proposed  to  be  thus  treated  is  the  amount  in- 
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vested  in  its  leasehold  property  at  Kos.  305,  307,  309  Broadway, 
Xew  York,  being  $476,653.50/' 

.  Xow,  what  did  you  propose  to  do  with  that  item?  A.  I  did 
not  propose,  as  he  terms  it,  to  throw  it  oiit,  becaiise  the  report, 
as  yon  will  find  it  in  that  pamphlet  form,  is  just  exactly,  as  tho 
assets  and  liabilities  which  I  made,  are  there  reported. 

A^Tiat  I  said  was,  that  for  the  purpose  of — what  I  said  was  that 
the  leasehold,  the  deposits  with  foreign  governments  and  the  de- 
posits with  the  Insurance  Department  of  the  State  of  ISTew  York, 
were  not  available,  readily  available,  for  the  payment  of  current 
losses  and  expenses.  n 

Q.  And  you  thought  that  that  should  not  be  considered  as  a ' 
part  of  the  assets  for  the  purpose  of  determining  the  amounts  so 
available  ?     A.  Well,  I  simply  wished  to  call  attention  to  that  fact. 
We  could  not,  of  course,  have  taken  this  property  away  from  them. 

Q.  What  did  you  recommend  in  regard  to  it?  A.  I  recom- 
mended nothing,  but  simply  called  attention  to  that  fact,  that  the 
leasehold,  the  foreign  deposits  with  various  governments,  including 
their  domestic  deposit  with  the  State  of  Xew  York,  could  not  bo 
used — were  not  readily  available  for  the  payment  of  losses. 

Q.  You  thought  that  that  was  a  fair  comment  upon  the  condi- 
tion of  this  society,  that  there  were  these  assets,  which  the  pol- 
icyholders in  this  State  could  not  make  readily  available?  A.  I 
did. 

Q.  And  you  presented  it  in  your  report?     A.  I  did. 

Q.  And  it  was  subsequently  expunged.  jSTow,  why  was  it  ex- 
punged? A.  I  could  not  say,  beyond  the  fact  tliat,  as  I  recall  the 
discussion  at  the  hearing,  that  matter  was  a  self-evident  proposi- 
tion to  anybody,  and  that  there  was  no  necessity  of  calling  attention 
to  it. 

Q.  You  had  filed  your  report  as  a  complete  document?  A.  I 
had  presented  it,  yes. 

Q.  Yes,  and  you  had  signed  it  and  presented  it?     A.  Yes. 

Q.  And  it  had  been  served  upon  the  company?     A.  Yes. 

Q.  Then  you  had  to  eliminate  this  objectionable  matter  and 
signed  a  new  one  for  filing.  Is  the  original  on  your  files?  A. 
The  original  is  on  our  files. 

Q.  The  original  was  not  published  with  the  Superintendent's 
report  ?    A.  No,  sir,  it  was  not. 

Q.  Was  there  any  suggestion  that  your  statements  In  that  com- 
ment were  not  entirely  true?    Nobody  suggested  but  what  they 
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were  accurate?     A.  Beyond  what  Mr.  Lawrence  may  have  elab- 
orated upon. 

Q.  Well,  in  the  department  there  was  no  suggestion  but  what 
they  were  accurate?    A.  The  reports  that  I  made? 

Q.  Yes.     A.  I  do  not  think  there  was. 

Q.'  ISTow,  is  it  a  customary  thing  to  have  a  part  of  an  examiner's 
report  actually  eliminated  from  the  document  when  it  is  presented  - 
Icr  publication?  A.  Well,  the  statute  seems  to  be  a  little  vague 
in  this  res]:\et.  It  says  that  after  an  examiner  renders  a  report  to 
the  Superintendent  of  Insurance  a  hearing  shall  be  had,  as  you 
are  aware.  Then  the  statute  stops  and  says  nothing  further. 
Presumably,  if  the  Superintendent  thinks  his  examiner  is  at  fault 
he  has  the  right  to  correct  that  fault.  I  am  speaking  now  of 
Obiter,  the  use  the  examiner  has  made  of  figures  that  may  be 
questioned — the  conclusions  of  the  examiner  that  may  not  be 
accurate. 

Q.  The  law  is  in  Section  39  that  the  Superintendent  shall  grant 
a  hearing  to  the  corporation  examined  before  filing  any  such 
report,  and  may  withhold  any  such  report  from  public  inspection, 
for  such  time  as  he  may  deem  proper,  and  may,  if  he  deems  it  for 
the  interest  of  the  public  to  do  so,  publish  any  sitch  report,  or 
the  result  of  any  such  examination  as  contained  thereinj  in  one 
or  more  newspapers  of  the  State.  jSTow,  is  it  the  practice  for  the 
Superintendent  to  eliminate  from  the  examiner's  report  matter 
Vi'hich  is  deemed  objectionable?  A.  If,  upon  the  hearing,  he 
finds  his  examiner  is  in  error. 

Q.  Then  does. he  eliminate  it  from  the  report?  A.  He  modi- 
fies it. 

Q.  Well,  he  modifies  it  by  his  own  decision?     A.  He  does. 

Q.  And  publishes  the  report  in  connection  with  the  decision, 
does  he  not,  as  a  rule?     A.  Yes,  he  does. 

Q.  Does  he  actually  expunge  the  objectionable  material  from 
the  report  and  leave  his  own  decision  without  any  reference  to  it? 
A.  He  may. 

Q.  Has  it  ever  been  done  in  any  other  case?  A.  Very  infre- 
quently.    I  recall  very  few  cases. 

Q.  Do  you  recall  any  other  case?  A.  I  do  not  recall  any  other 
case,  although  there  may  be  other  cases. 

Q.  In  other  words,  this  whole  matter  that  was  objected  to  by 
the  Mutual  Eeserve  was  simply  put  out  of  sight,  ignored,  and 
there  was  no  comment  by  the  Superintendent  and  there  was  no 
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reply  to  your  observation,  but  your  objections  were  eliminated? 
A.  Yes — my  criticisms. 

Q.  Your  criticisms  were  eliminated?    A.  Yes. 

Q.  Now,  you  had  before  you  at  the  time  of  this  examination 
a  number  of  serious  charges  against  the  management  of  the 
Mutual  Reserve,  did  you  not  ?    A.  Yes,  we  did. 

Q.  You  ignored  a  good  many  of  them  in  your  report,  did  you 
not?  A.  The  charges  were  made  by  two  or  three  individuals, 
and  the  manner  in  which  I  handled  the  thing  was  to  see,  so  far 
as  the  books  of  the  company  were  concerned,  whether  the 
charges  were  sustained.  I  would  rather  take  the  evidence  of 
the  books  than  the  evidence  of  the  parties  involved  in  this  em- 
broglio. 

Q.  Did  you  go  behind  the  books  in  any  way?"    A.  I  did  not. 

Q.  Did  you  piit  the  officers  on  oath,  did  you  take  their  testi- 
mony ?     A.   I  did. 

Q.   Whom  did  you  examine?     A.  I  examined  Mr.  Burnham. 

Q.  Did  you  examine  Mr.  Burnham  with  regard  to  his  trans- 
actions with  the  Agent  Moss  ?     A.  I  think  I  did,  sir. 

Q.  Have  you  the  testimony  on  file?     A.  I  could  not  say. 

Q.  If  you  did  take  any  testimony  it  would  be  on  file  ?  A.  It 
would. 

MR.  HUGHES :  Will  you  withdraw  a  moment,  Mr.  Vander- 
poel? 

CHARLES  C.  GRETSIISTGER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  You  have  been  asked  to  produce  the  original  memorandum 
of  instruction  for  the  charging  of  profit  and  loss  of  $1,350,000  at 
the  end  of  1901,  against  the  profits  shown  by  that  account,  which 
left  as  the  net  balance  of  the  account,  $422,560.32.  Is  that  the 
original  instruction  (handing  paper)  ?     A.   Yes,  sir. 

Q.  I  notice  at  the  bottom  the  words  "  approved  January  20, 
1902,  McC.  Pt."  Whose  handwriting  is  that?  A.  Mr.  Mc- 
Ciirdy's,  the  president  of  the  company,  or  the  expert. 

MR.  HUGHES :  I  will  offer  it,  and  read  it  on  the  record. 
(Paper  marked  Exhibit  No.  843.) 
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Mr.  Hughes  then  read  Exhibit  No.  843. 

Q.  Who  made  up  this  typewritten  statement,  Exhibit  843  ?  A. 
We]],  I  could  not  tell  you  that,  Mr.  Hughes. 

Q.  In  what  department  ?    -A.  I  could  not  tell  now. 

Q.  I  aslied  you  for  a  memorandum  of  the  readjustment,  in- 
cluding the  profit  and  loss  account  for  1904  (handing  paper).  Is 
that  it  ?     A.  Yes,  sir. 

Q."  Those  are  the  original  instructions?     A.  Yes,  sir. 

Q.  From  whom  did  those  come  ?  A.  That  is  in  the  handwrit- 
ing of  Vice-President  Granriss. 

Q.  That  is  Vice-President'  Granniss'  handwriting?  A.  Yes, 
sir. 

Q.   The  whole  statement?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 
(Paper  marlied  Exhibit  ISTo.  844.) 
Mr.  Hughes  then  read  Exhibit  No.  844. 

Q.  Is  this  the  original  memorandum A.  There  are  two 

there,  Mr.  Hughes,  one  for  one  million  dollars,  and  the  additional 
one  for  four  million  dollars,  making  five  million  dollars  in  all. 

Q.  Are  these  two  memorandums  those  giving  instructions  as  to 
the  adjustment  of  five  million  dollars  to  the  profit  and  loss  ac- 
count of  June  30th,  1905?     A.  Yes. 

MR.  HUGHES:  I  offer  them  in  evidehce. 

(Papers  marked  Exhibits  ISTos.  843  and  846.) 

Q.  In  whose  handwriting  is  this  first  paper.  Exhibit  JSTo.  845  ? 
A.  The  comptroller,  part  of  it.  There  is  the  comptroller's  (in- 
dicating) and  this  is  the  same  handwriting. 

Q.  The  first  part .  on  the  first  page  is  in  the  comptroller's 
handwriting?     A.  Yes,  and  various  others. 

Q.  Then  it  bears  on  the  back  the  president's  memorandum? 
A.  Yes. 

Q.  That  part  that  is  above  the  signature  "  president "  ?  A.. 
Yes. 

Q.  And  then  it  concludes  —  A.  Then  it  concludes  with  the 
comptroller's. 

Q.  The  comptroller's  instructions  to  the  auditor?    A.  Yes. 
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(Exhibit  No.  845  read.) 

Q.  ISToF,  Exhibit  846  is  for  the  additional  four  millions?  A. 
Yes. 

THE  CHAIRMAlSr:  In  such  property  as  Broadway  and  Bos- 
ton, where  there  was  no  difference  in  the  percentage  of  income 
before  and  after  adjustment,  does  that  indicate  there  was  no 
alteration  in  the  value  ? 

MR.  HUGHES:  Yes.  The  memorandum  also  shows  that  the 
Liberty  Street,  Cape  Town,  Mexico,  Cedar  Street,  Seattle,  and 
Cedar  and  Liberty  Annex  were  reported  as  the  value  of  land  only, 
unfinished. 

THE  WITNESS:  That  is  all..  They  have  not  been  finished 
yet. 

ISAAC  VANDERPOEL  resumed. 

BY  MR.  HUGHES: 

Q.  Are  you  able  to  recall  now,  Mr.  Vanderpoel,  the  testimony 
you  took  with  regard  to  those  charges  against  the  oificers  of  the 
Mutual  Reserve?     A.  I  do  not  recall  now. 

Q.  Did  you  make  a  thorough  examination  of  those  charges? 
A.  They  were  never  before  me. 

Q.  You  did  not  examine  them?  A.  No,  I  did  not  examine' 
them. 

Q.  Were  there  any  charges  filed  with  the  department?  A.  I 
think  there  were. 

Q.  To  whom  were  they  referred?  A.  Well,  the  charges,  a 
certain  number  of  them  relating  to  the  payment  of  money  from 
certain  accounts  and  payment  of  moneys  to  certain  persons  were 
referred  to  me.  Then  there  were  certain  charges  that  I  recall, 
referring  to  the  actuarial  treatment  of  certificates  and  policies  and 
those  were  referred  to  Mr.  Kiefer  who  looked  them  up.  Charges 
relating  to  moneys  paid  to  certain  individuals  were  referred  to  me 
and  I  went  to  the  books  of  that  company  to  see  whether 

Q.  The  moneys  had  been  paid?     A.  Had  been  paid,  yes. 

Q.  Did  you  go  further  than  that  to  see  whether  they  had  been 
properly  paid — to  make  an  analysis  of  the  Moss  account?  A.  I 
did. 
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Q.  Did  you  make  an  analysis  of  the  Moss  account  in  connection 
with  the  Moss  contract,  to  see  whether  he  had  received  any  pay- 
ments to  which  he  was  not  entitled?  A.  I  went  through  his  con- 
tracts, and  saw  what  his  overriding  commissions  were  under  one 
contract,  that  is  the  contract  here  referred  to  in  this  report — ex- 
tensively. 

Q.  Did  you  go  behind  the  statements  contained  in  the  books 
with  regard  to  the  amounts  of  the — paid  Moss,  to  ascertain 
whether,  as  a  matter  of  fact,  the  money  had  been  accounted  for  by 
proper  vouchers  ?     A.  I  did. 

Q.  Did  you  examine  into  the  question  as  to  the  manner  in  which 
the  account  had  been  kept  with  regard  to  advances  made  for  sub- 
agents?     A.  I  did. 

Q.  Did  you  examine  as  to  any  other  transaction  except  those 
relating  to  the  Moss  contract  which  were  the  subject  of  the 
charges  filed  with  the  department?  A.  I  think  I  examined  all 
charges  submitted  to  me  regarding  payment  of  moneys — alleged 
payments  of  moneys  to  certain  individuals. 

Q.  In  Mr.  Lawrence's  argument  before  the  Superintendent  h© 
says:  "Your  examination  during  1899  began  in  the  month  of 
May,  and  now  just  completed  was  made  as  the  association  under- 
stood, first,  because  the  association  through  its  ofiicers  requested 
that  you  cause  an  examination  to  be  made  to  verify  the  correctness 
of  its  last  annual  report,  and  second,  because  certain  allegations 
of  such  a  character  as  to  demand  examination  reflecting  seriously 
on  the  association,  its  ofiicers  and  its  management,  had  been  filed 
with  you  under  oath  by  certain  discharged  ofiicers  and  employees 
in  the  association.  The  report  of  your  examiner  as  served  upon 
the  association  contains  not  one  word  upon  either  of  those  two 
subjects."  Is  that  statement  correct  ?  A.  So.  far  as  I  know  it  is. 
The  matter  was  not  referred  to  me  to  examine  those  officers  or  in- 
dividuals beyond,  as  I  say,  what  transactions  the  books  might 
contain. 

Q.  Were  you  acquainted  with  the  nature  of  the  charges?  A. 
In  a  very  general  way. 

Q.  Was  not  one  of  the  objects  of  the  examination  to  discover 
whether  or  not  they  were  true?  A.  I  think  not.  The  examina- 
tion was  made  irrespective  of  those  charges,  those  charges  having 
been  made  collaterally  to  and  incidental  to  this  examination. 

Q.  Well,  do  you  not  recall  that  there  had  been  dismissals  and 
law  suits  and  an  interchange  of  courtesies  of  libel  suits?  A,  I 
had. 
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Q.  And  a  great  deal  in  the  public  press  reflecting  upon  the  char- 
acter and  effuency  of  the  management  ?    A.  I  had. 

Q.  Wasn't  the  department  practically  compelled  to  take  cogni- 
zance of  the  situation  and  examine  the  association?  A.  It  did 
examine  the  association. 

Q.  Wasn't  it  due  to  the  public  attention  that  was  being  drawn 
to  the  association  during  these  controversies?  A.  I  assume  the 
department's  mental  attitude  was  that  these  matters  were  prop- 
erly referable  to  the  courts. 

Q.  Well,  did  the  department,  through  anybody,  make  an  exami- 
nation of  the  charges  against  the  officers  ?    A.  I  think  we  did. 

Q.  Through  whom  ?  A.  Mr.  Hunter,  I  think,  had  that  matter 
in  charge. 

Q.  You  did  not  have  it  in  charge  ?    A.  I  hadn't  it  in  charge. 

Q.  To  what  extent  did  Mr.  Hunter  make  an  examination  re- 
garding the  matter  ?  A.  My  recollection  is  that  he  received  these 
charges  in  printed  form,  or  written  form,  and  received  the  replies 
in  written  form. 

Q.  A  little  while  ago  there  was  put  in  evidence  what  purported 
to  be  a  copy  of  a  deposition  made  by  you  in  the  suit  of  the  Mutual 
Reserve  Fund  Life  Association  against  J.  Thompson  Patterson,  in 
which  occurs  the  following : 

"  In  the  year  18991  received  instructions  from  the  insurance 
department  to  examine  the  Mutual  Resei-ve  Fund  Life  Association, 
and  I  began  such  examination  about  May  15,  1899,  and  continued 
the  same  until  about  August  lY,  1899.  This  examination  was  con- 
ducted by  me,  assisted  by  about  twelve  assistants.  I  examined  or 
caused  to  be  examined  all  the  books,  papers  and  records  of  the  As- 
sociation, including  the  minute  books  of  the  Board  of  Directors  and 
also  generally  examined  various  contra^cts.  After  such  examination 
I  made  a  written  report  to  the  Superintendent  of  Insurance.  I 
was  familiar  at  the  time  with  charges  filed  by  James  D.  Wells  and 
John  M.  Stevenson  with  the  Insurance  Department  against  the  Mu- 
tual Reserve  Fund  Life  Association  and  its  officers.  In  such  ex- 
amination I  investigated  the  said  charges  against  the  said  associa- 
tion and  its  management  so  filed,  in  so  far  as  the  books  and  records 
of  the  association  were  concerned,  and  in  so  doing  found  nothing 
which  impaired  the  integrity  or  the  honesty  either  of  Frederick  A. 
Burnham,  president  of  said  association,  or  of  any  one  else  associated 
with  him  in  the  management  of  the  association  at  the  time  of  said 

examination "     A.  That  is  so  far  as  the  books  showed. 

Q.  "  I  found  in  my  examination  that  the  acts  of  the  officers  of 
thf  said  association  were  always  within  their  powers  and  preroga- 
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tives  as  defined  by  tlie  association's  by-laws  and  constitution,  or  as 
said  acts  may  have  been  authorized  by  the  directors  of  said  associa- 
tion as  evidenced  by  the  minutes  of  their  proceedings.  At  the  time 
of  such  examination  I  vras  requested  by  Mr.  Frederick  A.  Bum- 
ham,  president  of  the  said  association,  to  make  my  examination  of 
the  said  charges  and  of  the  said  association  thorough  and  complete, 
and  to  the  best  of  my  ability  I  made  a  thorough  and  complete  ex- 
amination thereof.  I  was  afforded  every  facility  by  the  associa- 
tion and  its  officers  to  make  such  examination."  That  was  a  de- 
position made  by  you  ?    A.  Yes. 

Q.  Are  the  facts  therein  stated  true  and  correct  ?    A.  They  are. 

Q.  Was  the  form  of  that  deposition  agreed  upon  before  you 
signed  it  ?    A.  It  was  not. 

Q.  It  apparently  is  not  in  questions  and  answers A.  ISTo. 

Q.  And  one  of  your  statements  is, carefully  qualified  by  reference 
to  the  books  and  records  of  the  association  ?    A.  Yes. 

Q.  Had  you  informed  them  that  you  would  not  be  willing  to 
sign  an  affidavit  or  make  a  deposition  which  went  beyond  that? 
A.  I  did. 

Q.  And  it  was  drawn  accordingly  because  you  had  refused  to 
go  beyond  what  was  contained  in  the  books?     A.  It  was. 

Q.  Why  were  you  willing  to  say  you  made  as  thorough  and 
complete  examination  of  the  charges  referred  to  as  you  were  able 
to  make  ?  A.  As  I  said  before,  I  was  not  given  the  duty  of  exaiji- 
ining  witnesses  and  had  I  been  given  this  duty  I  should  rather 
have  objected  to  it. 

Q.  Why?  A.  Because  it  was  a  case  of  pot  and  kettle,  and  I 
don't  know  that  you  could  have  made  much  out  of  it  after  finish- 
ing your  examination. 

Q.  The  public  might  have  made  something  out  of  it.  You 
were  not  called  upon  so  much  to  deal  with  the  character  of  the 
accusers  as  the  character  of  the  management  of  the  association? 
A.  That  is  true. 

Q.  And  that  was  a  matter  of  public  importance;  it  does  not 
make  much  difference  from  what  source  the  information  comes 
if  the  facts  are  accurate,  does  it?     A.  It  does  not. 

Q.  Now,  why  shouldn't  you  have  taken  up  the  examination  of 
witnesses  and  gone  right  through  that  with  an  effort  to  detennine 
just  what  basis  there  was,  if  any,  for  those  charges,  and  report  to 
the  superintendent,  so  that  the  public  at  large  might  have  beeii 
advised  as  to  the  real  condition  of  that  association?     A.  In  the 
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first  place  I  was  not  given  instructions  or  authority  to  do  that,  and 
said  myself  I  would  examine  these  charges  so  far  as  the  books 
might  show  any  alleged  payments  to  individuals  that  were  im- 
proper or  otherwise. 

Q.  Were  you  limited  when  you  were  put  in  to  make  the  ex- 
amination by  the  superintendent  —  were  you  instructed  not  to 
take  testimony?  A.  No,  I  was  not  instructed  not  to  take  testi- 
mony. 

Q.  Were  you  instructed  you  should  confine  your  examination 
to  any  particular  method?     A.  I  was  not,  no. 

Q.  Were  you  given  carte  blanche  to  conduct  it  according  to 
your  idea  of  the  fitness  of  it?     A.  I  was. 

Q.  Did  you,  as  a  matter  of  fact,  take  any  testimony?  A.  I 
think  I  took  the  testimony  of  Mr.  Burnham,  possibly  Mr.  El- 
dridge,  in  relating  to  some  matters. 

Q.  To  what  extent?     A.  I  cannot  recall  now. 

Q.  I  would  be  very  glad  to  have  you  present  to  the  Committee 
the  evidence  which  you  took  at  the  time  of  that  examination. 
ISTow,  as  a  matter  of  fact,  you  did  not  make  as  thorough  and  com- 
plete an  examination  of  those  charges  as  you  could  have  made  by 
an  examination  of  the  witnesses  in  connection  with  the  entries  in 
the  books,  and  with  relation  to  the  subject  matter  of  the  charges, 
did  you?  A.  I  did  not  care  to  do  so  —  that  is  to  say  I  deemed  it 
so  far  as  I  was  concerned  personally  or  officially  an  injiidicious 
thing  for  me  to  do. 

Q.  Didn't  you  understand  the  Mutual  Reserve  was  going  to 
use  your  statement,  that  you  had  made  as  thorough  an  examination 
as  you  could  to  practically  dispose  of  any  criticism  that  had  been 
made  upon  the  management,  by  an  official  certificate  in  the  nature 
of  a  deposition.  A.  All  I  know  I  was  subpoenaed  in  this  case  be- 
fore this  referee. 

Q.  But  I  am  referring  to  the  concluding  language  of  it  — 
did  you  notice  the  comprehensive  nature  of  that  when  you 
signed  it  ?    A.  I  did. 

Q.  And  you  were  of  course  aware  of  the  uses  to  which  such 
a  statement  from  the  Chief  Examiner  of  the  Department  could 
be  put — it  would  be  regarded  as  virtually  dismissing  the  charges, 
although  in  fact  you  had  not  gone  into  a  complete  examination 
of  them?     A.  E"ot  beyond  the  books. 

Q,  Then  why  did  you  make  such  a  statement  as  that?  A.  I 
made  the  statement  according  to  the  facts.    I  said  so  far  as  the 
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books  revealed  anything  connected  with  those  charges  I  had  not 
found  any. 

Q.  That  is  not  contained  in  th'e  concluding  paragraph,  that 
qualification.  You  said. you  made  a  full  examihation,  as  thor- 
ough and  complete  an  examination  as  you  could — that  is  to  the 
best  of  your  ability?  A.  Yes.  I  suppose  —  this,  I  suppose 
covered  the  situation— in  such  examination  I  investigated  the 
said  charges  against  the  said  Association  and  its  management 
so  filed  in  so  far  as  the  books  and  records  of  the  Association  were 
concerned,  and  in  so  doing  found  nothing  which  impaired  the 
integrity  or  honesty  of  either  Frederick  A.  Burnham,  the  Presi- 
dent of  said  Association,  or  any  one  else  associated  with  him  in 
the  management  of  the  Association  at  the  time  of  such  examina- 
tion— that  is  the  examination  of  the  books. 

Q.  You  intended  the  last  paragraph  to  be  qualified  as  the  first 
was?    A.  Exactly. 

Q.  But  the  affidavit  was  drawn,  in  such  a  way  as  to  make 
you  appear  to  say  that  you  had  made  at  Mr.  Burnham's  request 
as  thorough  and  complete  an  examination  as  you  could?  A. 
Well,  my  intention  was  to  qualify  it  in  the  manner  recited  in  the 
previous  paragraph. 

Q.  Of  course,  if  you  had  set  out  to  do  it,  you  could  have 
done  a  great  deal  more  than  you  did  if  you  had  thought  it  ju- 
dicious ?    A.  If  I  thought  it  judicious. 

Q.  Did  you  consult  with  Mr.  Payn  in  regard  to  it  ?  A.  I  did 
not. 

Q.  How  far  you  should  go  ?    A.  I  did  not. 

Q.  Did  you  consult  with  no  one  ?     A.  I  did  not. 

Q.  Is  there,  or  has  there  been  a  disposition  in  the  Depart- 
ment, when  charges  are  filed  against  the  managers  of  an  insur- 
ance company,  to  disregard  them  because  it  is  supposed  that 
some  motive  exists  for  their  presentation?  A.  I  cannot  say 
that. 

Q.  Don't  you  regard  it  as  your  duty  to  examine  into  the 
facts  of  the  case  regardless  of  the  circumstances  which  brings 
them  to  your  attention?  A.  "Well,  we  have  a  great  many 
charges  preferred,  I  assume,  all  these  years  gone  by,  from 
sources  that  it  is  quite  apparent  upon  the  face  of  the  charge 
that  the  individual  is  a  disgruntled  one.  When  charges  come 
from  such  sources,  we  must,  of  course,  use  our  discretion  a 
little.     I  cite  a  case  of  a  very  prominent  fire  insurance  com- 
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pany  here,  the  Phenix  Company  of  Brooklyn,  a  very  large  fire 
insurance  company,  the  capital  stock  was  a  million  of  dollars 
and  the  alleged  surplus  under  its  sworn  statement  of  something 
like  half  a  million  dollars.  A  stockholder  of  that  company, 
Mr.  Austin  Corbin,  a  very  large  stockholder,  preferred  charges 
against  the  management,  and,  coming  from  such  a  source  aa 
that,  we  did  investigate  the  Phenix  Fire  Insurance  Company  of 
Brooklyn. 

Q.  When  did  you  discover  in  connection  with  the  Mutual 
Reserve  that  a  hundred  and  nine  thousand  dollars  had  been  paid 
to  Mr.  Storm  as  commissions  in  connection  with  the  transfer  of 
the  JSTorthwestern  Life  business?  A.  The  sums  that  I  found, 
that  went  as  commissions  for  the  transfer  of  that  company  are 
recited  in  the  report.  Those  are  the  only  items  that  I  found  on 
ihe  books. 

Q.  You  did  not  find  this  item  of  a  hundred  and  nine  thousand 
dollars?    A.  I  did  not. 

Q.  And  even  in  your  recent  examination?    A.  I  did  not. 

Q.  How  do  you  explain  that?  A.  The  tAvo  hundred  and  seventy- 
seven  thousand  dollar  commission  was  the  only  commission  item 
evidenced  in  the  books  of  the  company  at  the  time  of  my  exam- 
ination. 

Q.  You  hardly  mean  that,  do  you  —  that  was  the  only  item 
evidenced  in  the  book  of  the  company.  I  asked  the  company  to 
produce  the  items  entering  into  the  totals  of  commuted  commis- 
sions which  appear  on  their  report,  and  as  a  result  it  appeared 
that  a  hundred  and  nine  thousand  dollars,  in  addition  to  the  two 
hundred  and  seventy-six  thousand  dollars  mentioned  by  you  had 
been  paid  as  commissions  in  connection  with  the  transfer  of  the 
jSTorthwestem  business.  Now,  how  could  it  happen  that  that  was 
not  discovered  by  the  Department?  A.  Was  that  prior  to  De- 
cember 31,  1904? 

Q.  A  large  part  of  it,  as  I  recall  —  I  will  give  you  a  statement 
in  a  minute.  Now,  in  the  statement  of  1904,  in  the  statement 
of  December  31st,  1904,  you  see  an  item,  commuted  renewal  com- 
missions, fifteen  thousand  dollars.  Did  you  attempt  to  verify  that 
to  see  who  had  got  those  commissions?  A.  I  did,  so  far  as  T 
re>-all. 

Q.  What  did  you  find  in  regard  to  it?  A.  I  cannot  recall  at 
the  moment. 

Q.  Didn't  you  find  that  that  fifteen  thousand  dollars  had  gone 
1 0  George  Storm,  and  the  payments  made  about  the  12th  of  Jan- 
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uary,  1904?  A.  Well,  I  found  no  payments  of  commissions  on 
the  books  beyond  the  two  hundred  and  seventy-seven  thousand 
dollars. 

Q.  Well,  in  making  an  examination,  do  you  attempt  to  verify 
what  is  contained  in  the  reports?    A.  I  do. 

Q.  How  could  you  verify  that  item  without  finding  the  checks 
to  George  Storm  for  fifteen  thousand  dollars?  A.  I  could  not 
say  that  I  did  not  find,  but  I  cannot  recall  now. 

Q.  Now,  I  show  you  contracts  made  by  the  Mutual  Reserve 
Association,  or  copies  thereof,  produced  by  the  association,  one 
under  date  of  July  6th,  1900,  between  the  association  and  De 
Witt  C.  Merriam,  providing  for  a  commission  in  addition  to 
that  provided  for  by  the  earlier  agreement  of  May  1st,  1900,  of 
three  and  a  third  per  cent,  of  the  first  year's  premiums  upon 
all  business  of  the  ISTorthwestem  Life  which  accepted  insurance 
in  the  party  of  the  first  part,  together  with  an  additional 
commission  of  five  per  cent,  on  premiums  of  such  business  so 
insured,  commencing  with  the  first  year,  and  continuing  so 
long  as  said  premiums  shall  be  paid  to  said  party  of  the  first  part. 

Q.  Have  you  ever  seen  that  before  —  when  I  say  that,  I  mean 
not  necessarily  that  particular  paper,  but  that  contract  or  copy 
of  it?  A.  I  sent  you  certain  commission  contracts.  This  is 
not  included  in  those. 

Q.  I  know  it  is  not.     That  is  my  point.    A.  I  see  it  is  now. 

Q.  I  got  from  you  the  commission  contracts  which  related 
to  the  first  transaction  mentioned  there  of  May,  1900,  and  it 
appears  there  was  a  supplementary  contract  in  July,  1900,  and 
that  under  that  supplementary  contract  the  company  paid  out 
a  hundred  and  nine  thousand  dollars.  !N^ow,  what  I  want  to  find 
out  is  whether  you  knew  anything  about  it  or  discovered  that? 
A.  I  could  not  say  without  looking  at  the  files  of  the  examina- 
tion. 

Q.  Can't  you  tell  me  by  looking  at  your  report  if  you  had 
discovered  a  thing  like  that,  when  you  were  dealing  with  the 
subject,  you  would  have  mentioned  it,  wouldn't  you?  A.  I 
certainly   do. 

Q.  You  did  not  mention  it?  A.  The  only  commission  pay- 
ments I  discovered  was  two  hundred  and  seventy-seven  thousand 
dollars. 

Q.  This  is  entirely  additional  to  it?    A.  I  did  not  discover  it. 

Q.  Then  you  did  not  take  up  the  commuted  renewal  com- 
missions because   those   items   reported   from   year   to   year   of 
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commiited  renewal  commissions  have  embraced,  according  to 
the  testimony  as  I  recall  it,  these  items  of  additional  commis- 
sions, paid  on  that  transaction  to  George  Storm,  the  last  of  which 
was  in  January,  1904,  fifteen  thousand  dollars,  there  having  been 
ninety-four  thousand  dollars  having  been  paid  under  that  con- 
tract in  earlier  periods?  A.  Tou  say  all  this  was  paid  inde- 
pendent of  the  two  hundred  and  seventy  thousand  dollars  ? 

Q.  Yes.     A.  It  did  not  appear  on  the  books  of  the  company. 

Q.  Did  you  ask  for  all  the  contracts  there  with  Merriam? 
A.  I  did. 

Q.  And  they  didn't  give  you  it?  A.  They  didn't  give  it  to 
me. 

Q.  "Well,  the  checks  appeared,  and  the  bonds  appeared,  for 
they  have  been  produced  here  and  put  in  evidence.  Now,  you 
commented  adversely  upon  the  two  hundred  and  seventy-six 
thousand  dollars  paid,  didn't  you?    A.  I  did. 

Q.  You  did  not  think  it  was  a  proper  thing  for  the  company 
to  pay  out  that  amount  of  money  to  get  that  business  of  the 
Northwestern?     A.  I  did  not. 

Q.  And  your  criticism  would  have  been  much  more  severe 
if  you  had  known  that  a  hundred  and  nine  thousand  dollars  ad- 
ditional had  gone  in  cash  on  the  same  transaction?  A.  Cer- 
tainly would. 

Q.  And  particularly  if  you  had  known  that  Merriam  had, 
within  a  very  short  time  after  he  got  the  contract,  assigned  it 
to  George  Storm  and  the  amount  had  been  paid  over  here  in 
New  York  from  time  to  time  to  a  person  who  was,  as  I  un- 
derstand it,  quite  well  known  to  the  President  —  Now,  what 
I  want  to  get  at  is  how  could  the  Department  be  making  a 
thorough  examination  of  the  Mutual  Eeserve,  and  not  dis- 
cover these  facts  evidenced  by  checks  and  included  in  the  re- 
port of  commuted  renewal  commissions — do  you  understand  how 
that  could  be?  A.  Well,  I  took  the  account  as  it  appeared  on 
the  books  of  the  company.  That  was  the  only  payment  of  com- 
missions that  I  discovered — ^was  the  two  hundred  and  seventy- 
seven  thousand  dollars. 

Q.  Did  you,  in  the  last  report,  put  any  of  the  oilicers  on  oath  ? 
A.  I  did. 

Q.  Did  you  ask  them  on  oath  the  question  whether  they  had 
disclosed  to  you  all  the  commissions  paid  in  connection  with  the 
trausacticfh?  A.  I  don't  recall  that  I  did.  I  referred  to  those 
that  I  had  found,  what  the  two  hundred  and  ninety  thousand  doi- 
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lars  was  received  for,   and  what  the  two  hundred  and  seventy- 
seven  thousand  dollars  of  commission  was  paid  for. 

Q.  Did  you  find  this  in  a  special  account  by  itself,  or  was  ir 
in  the  general  commission  account?  A.  It  was  in  the  General 
Ledger. 

Q.  Not  in  the  General  Commission  account?  A.  Under  the 
Northwestern  transaction. 

Q.  Was  there  a  special  account  in  the  ledger  of  the  Northwest- 
ern?   A.  Yes. 

Q.  This  was  in  this  account?     A.  This  was  in  this  account. 
Q.  And  the  hundred  and  nine  thousand  dollars  was  not  in  that 
account?     A.  It  was  not. 

Q.  Now  the  way  that  we  discovered  that  here  was  simply  asking 
for  an  explanation  of  the  items  of  commuted  renewal  commissions. 
Did  you  ask  for  that  explanation?     A.  I  don't  think  I  did. 

Q.  Why  not?  A.  Well,  I  supposed  that  the  entire  commission 
transaction  was  included  in  the  Northwestern  account. 

Q.  Did  you  know  of  the  payment  made  to  Brockway?  A.  In 
1899? 

Q.  Yes,  1898  and  1899?  A.  I  do  not  recall. 
Q.  Did  you  find  in  any  of  your  examinations  that  Mr.  Brock- 
way  had  been  getting  a  salary  of  three  hundred  dollars  a  month 
for  a  time,  two  hundred  dollars  a  month  for  a  time,  until  he  got 
in  about  six  thousand  five  hundred  dollars — I  don't  mean  a  month 
— a  week,  instead  of  two  hundred  dollars  and  three  hundred  dollars 
a  month,  put  it  a  week.  A.  Yes,  I  recall  the  fact  that  he  was  on 
the  payroll  of  the  company. 

Q.  Does  that  appear  in  any  of  your  reports?  A.  I  don't  think 
it  does. 

Q.  Why  doesn't  it?  A.  I  don't  think  any  of  those  payments 
appear  in  their  report. 

Q.  Well,  I  mean  in  your  report,  of  your  examination?  A.  I 
have  no  doubt  that  it  is  contained  in  the  papers  in  connection  with 
the  examination — the  payroll. 

Q.  Is  it  commented  upon  or  criticised — are  the  facts  brought 
out?     A.  I  think  not. 

Q.  Then,  did  you  ascertain  what  the  facts  were?     A.  I  did  not. 
Q.  Wasn't  that  one  of  the  charges  made  by  Wells — and  who  was 
the  other  man — Stevenson — ^Wells  and  Stevenson?     A.  I  don't 
recall. 

Q.  That  concerned  the  payment — when  you  found  that  three 
hundred  dollars  a  week  was  being  paid  to  Mr.  Brockway,  did  you 
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make  any  effort  to  ascertain  why  it  should  be  paid  to  him?  A.  I 
did  not. 

Q.  Did  yon  put  him  on  oath  in  regard  to  it  or  any  officer  of  the 
company?     A.  I  did  not. 

Q.  And  did  you  get  any  reason  why  he  should  get  the  money  ? 
A.  I  did  not. 

Q.  Well,  now,  you  had  not  examined  that  matter  as  far  as  you 
could,  had  you  ?  A.  Well,  I  assumed  that  his  services  had  been 
authorized  by  the  officers  of  the  company. 

Q.  So  that  when  you  made  this  affidavit  for  the  Mutual  Reserve 
and  said  that  you  had  investigated  the  charges  so  far  as  the  books 
were  concerned  you  meant  that  you  had  investigated  the  charge 
that  Brockway  had  got  three  hundred  dollars  a  week  and  found 
out  that  the  books  said  he  had  got  three  hundred  dollars  a  week, 
and  that  was  the  end  of  it  ?     A.  Yes. 

Q.  Well,  the  charge  was  that  he  got  it  improperly,  and  that 
charge  you  had  not  investigated  ?     A.  I  had  not  investigated. 

Q.  Did  you,  in  connection  with  any  of  these  companies,  ex- 
amine the  rate  of  interest  received  on  collateral  loans  ?  A.  The 
Mutual  ^Reserve  Fimd  ? 

Q.  Well,  in  any  of  them — New  York  Life,  Metropolitan?  A. 
Oh,  yes. 

Q.  Did  you  make  any  criticism  or  suggestion  in  regard  to  low 
rates  of  interest  upon  loans  to  favored  individuals  ?  A.  I  never 
did. 

Q.  Did  you  bring  it  to  the  attention  of  the  Superintendent  ? 
A.  I  did  not. 

Q.  In  connection  with  the  Metropolitan  reports  had  you  had 
your  attention  called  to  the  absence  of  any  considerable  amount  of 
collateral  loans  ?     A.  I  had  not. 

Q.  Did  you  know  how  they  dealt  with  them  at  the  end  of  the 
year,  transferring  them  to  Yermilye  and  Company,  or  did  that 
ever  come  to  your  attention?     A.  In  1899,  was  this? 

Q.  Well,  at  any  time  ?     A.  No. 

Q.  Either  in  an  examination,  or  out  of  it,  that  was  never 
brought  to  the  attention  of  the  department  ?     A.  No,  sir. 

Q.  Did  you  examine  into  the  charges  filed  with  the  depariment 
by  one  Tate  in  connection  with  the  Provident  Savings  Life  Assur- 
ance Society  ?     A.  I  did  not. 

Q.  Was  there  any  attention  paid  to  that  by  the  department? 
A.   I  think  there  was. 
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Q.  Who  had  the  matter  in  hand?  A.  Jlj  impression  is  that 
ahout  the  time  those  charges  were  made,  or  shortly  subsequent 
thereto,  the  Provident  Savings  was  being  examined  by  two  other 
States  than  New  York,  and  these  charges  were  taken  up  there, 
and  the  representatives  of  the  two  States  making  the  examinations 
were  asked  to  investigate  those  charges. 

Q.  Did  they  investigate  them  ?     A.  My  idea  is  that  they  did. 

Q.  Did  they  make  a  report  to  your  department?  A.  I  think 
they  did. 

Q.  Have  you  got  that  report,  you  can  send  that  down  to  us  ? 
A.  If  it  is  there. 

Q.  Well,  did  they  make  an  investigation  as  to  whether  there 
had  been  a  concealment  of  agents'  balances  in  the  report  to  the 
New  York  department  by  collections  at  the  end  of  the  year  and 
renewed  advances  the  beginning  of  the  year — I  mean  conceal- 
ment in  the  sense  that  collections  had  been  made  so  that  cash  could 
be  reported  and  then  advances  remade  after  the  report  had  been 
put  in?     A.  Did  the  commissioners  of  those  States  report  that? 

Q.  Did  they  examine  into  it?    A.  I  could  not  say. 

Q.  Did  your  Department  examine  into  it?  A.  ~No,  we  have 
not  made  an  examination  of  the  Provident  Savings  since  1897, 
I  think. 

Q.  Was  it  brought  to  your  attention,  property  bought  on  fore- 
closure shortly  before  the  end  of  1900  at  twenty-four  thousand 
dollars  was  estimated  at  a  value  of  some  forty  thousand  dollars  ? 
A.  It  was  not. 

Q.  That  appears  to  have  been  one  of  the  subjects  of  the 
affidavit  which  I  understand  was  filed  with  the  Department  nnd 
reference  was  made  to  the  marking  up  of  certain  real  estate,  why 
shouldn't  the  department  have  made  an  examination  directly  to 
ascertain  whether  there  was  anything  in  those  statements  ?■  A.  I 
don't  know  beyond  the  fact  that  my  impression  is  that  all  the  real 
estate  holdings  of  the  Provident  Savings  have  from  time  to  time 
been  appraised  by  the  Department;  that  is  my  impression. 

Q.  At  their  request?  A.  At  their  request  or  upon  our  initiative. 

Q.  Well,  through  whom  do  you  make  such  appraisals?  A. 
The  regular  appointed  appraisers. 

Q.  Of  the  Department  ?    A.  Of  the  Department, 

Q.  Is  it  a  usual  thing  for  companies  to  increase  the  book  value 
of  real  estate  the  same  year  in  which  they  acquire  it  —  that  is, 
to  credit  themselves  with  a  value  in  excess  of  the  amount  of  its 
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cost  almost  immediately  upon  its  acquisition?    A.  I  know  of  no 
such  cases. 

Q.  That  is  not  a  frequent  occurrence,  according  to  your  ex 
perience?    A.  JSTo. 

Q.  Would  you  think  it  a  matter  deserving  the  scrutiny  of  the 
Department  ?    A.  If  it  was  called  to  its  attention. 

Q.  Has  it  been  called  to  the  attention  of  the  Department  that 
in  the  case  of  the  Provident  Savings  there  has  been  an  increase 
of  book  value  the  same  year  in  which  properties  have  been 
acquired  ?    A.  I  could  not  say. 

Q.  Of  course,  it  would  be  possible  that  the  properties  would 
be  worth  the  amount,  but  it  is  not  usual  to  mark  up  the  value  on 
the  books  so  soon  after  it  has  been  obtained  ?    A.  No. 

Q.  What  is  the  attitude  of  the  Department  toward  book  values 
anyway?  Do  you  have  a  ruling  as  to  what  should  be  the  book 
value  ?  A.  ISTo,  we  have  not.  The  term  "  book  value  "  as  used 
in  these  annual  statement  blanks  in  some  cases  is  synonymous 
to  cost,  and  in  some  cases  are  not.  In  the  cases  where  they  are 
not  they  represent  a  figure  that  would  be  an  inventoried  price 
at  which  these  corporations  carry  these  realties,  for  the  purpose 
of,  we  will  say,  permanent  investment  upon  a  fair  percentage 
basis. 

Q.  How  can  you  fairly  judge  of  the  showing  made  by  a  report 
without  knowing  what  book  value  means  in  the  particular  case, 
whether  it  stands  for  cost  or  whether  it  stands  for  an  estimated 
value?  A.  The  statements  provide,  irrespective  of  what  the 
book  value  may  be,  market  value  over  book,  or  over  cost,  goes  in  as 
a  suspended  asset. 

Q.  Does  not  the  use  of  the  words  "  book  value  "  create  an  im- 
pression that  cost  is  referred  to,  which  might  deceive  people?  A. 
It  might. 

Q.  Do  you  think  it  would  be  a  good  thing  to  have  book  value 
limited  to  cost,  and  then  if  a  market  value  or  the  excess  of  mar- 
ket value  over  that  is  taken  it  could  frankly  appear  that  it  was  a 
comparison  of  market  value  with  actual  cost?  A.  The  excess  or 
the  depreciation? 

Q.  Yes.     A.  It  might  not  be  a  bad  idea. 

Q.  Then  there  would  be  no  danger  of  an  assumption  which  is 
contrary  to  the  fact  that  the  book  value  always  stood  for  cost. 
Of  curse,  book  value  is  whatever  is  on  the  books?     A.  Yes. 

Q.  In  the  examination  of  the  Mutual  Life  did  you  examine 
into  the  charges  made  by  Mr.  Bowles  at  any  time?     A.  I  did  not. 
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Q.  Were  you  conversant  with  the  fact  that  charges  had  been 
made  by  him  ?     A.  I  was. 

Q.  Were  they  filed  with  the  Department?     A.  I  could  not  say. 

Q.  Had  you  ever  seen  them?     A.  I  never  had. 

Q.  Then  no  one  in  the  Department  referred  them  to  you?  A. 
They  never  did. 

Q.  Did  you  know  that  a  question  was  made  as  to  the  extrav- 
agance of  the  management?  A.  I  heard  of  Mr.  Bowles'  litera- 
ture, but  never  saw  it  and  I  believe  that  I  understood  that  such 
a  discharge  was  made. 

Q.  How  long  ago  was  that?  A.  I  don't  recall.  I  should  say 
two  or  three  years  ago. 

Q.  Was  it  prior  to  your  last  examination?     A.  I  could  not  say. 

Q.  Then  the  fact  is  that  knowing  that  there  had  been  more 
or  less  dissatisfaction  among  policyholders  of  the  Mutual,  be- 
cause of  alleged  extravagance  in  the  management  you  did  not 
think  that  it  was  important  to  examine  into  the  Mutual  life  In- 
surance Company  further  than  to  ascertain  its  solvency?  A.  I 
was  commissioned  to  do  that  only.  I  know  of  no  charges  by 
disgruntled  policyholders  that  were  formally  presented  to  the  In- 
surance Department.     I  know  of  none. 

Q.  You  say  you  were  commissioned  to  look  into  the  matter 
of  solvency  only — who  commissioned  you  to  do  that?  A.  i  was 
commissioned  under  the  regiilar  form  of  appointment  by  Mr. 
Hendricks. 

Q.  Do  you  have  a  regular  form  of  appointment  which  in  any 
way  limits  the  scope  of  the  examination  ?     A.  We  do  not. 

Q.  So  you  do  not  mean  by  that  there  was  any  limitation  upon 
what  you  were  empowered  to  do  ?     A.  There  was  not. 

Q.  Do  you  recall  the  examination  of  the  Mutual  in  1898,  when 
Commissioners  from  Illinois,  Michigan,  Wisconsin,  Ohio,  Mis- 
souri and  Minnesota  were  present  ?     A.  I  do. 

Q.  Do  you  remember  how  it  happened  that  the  'New  York 
Department  came  into  that  examination?     A.  I  do  not. 

Q.  Do  you  remember  whether  the  New  York  Department  was 
invited  to  participate  in  the  examination  after  the  outside  Com- 
missioners had  made  their  demand?     A.  I  could  not  say  as  to  that. 

Q.  Does  that  accord  with  your  recollection?  A.  My  recollec- 
tion is  that  the  ISTew  York  Department  was  requested  to  make 
an  examination. 

Q.  And  that  they  were  requested  by  the  company  to  make  an 
examination?    A.  I  think  so. 
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Q.  After  the  other  Commissioners  had  demanded  an  examina- 
tion?   A.  That  I  could  not  say. 

Q.  Did  yon  come  to  New  York  at  that  time  for  the  purpose  of 
taking  charge  of  that  examination  ?    A.  I  did. 

Q.  Whom  did  you  meet  here?    A.  Of  the  other  officials? 

Q.  Yes.    A.  I  met  them  all. 

Q.  Who  were  detailed  to  make  the  examination?  A.  Mi. 
Brinckerhoff. 

Q.  Of  Illinois?  A.  Of  Illinois  —  he  represented  the  other 
States. 

Q.  And  did  you  and  Mr.  Brinckerhoff  take  charge  of  that  work 
of  examination  ?    A.  We  did. 

Q.  And  the  other  Commiss.ioners  were  told  that  they  could 
wait  until  you  got  through?  A.  'So,  the  other  Commissioners 
came  here  from  time  to  time  and  held  regular  sessions  in  IsTew 
York. 

Q.  Did  the  other  Commissioners  make  any  examination?  A. 
They  had  their  representatives  independent  of  Mr.  Brinkerhoff. 

Q.  In  the  actual  conduct  of  the  examination  ?  A.  In  the  actual 
conduct  of  the  examination. 

Q.  Who  were  they  ?  A.  There  were  quite  a  number.  I  never 
knew  these  men,  never  saw  them  before,  but  were  first  and  last, 
I  suppose,  'thirty  or  forty  representatives  of  those  various  six  or 
seven  States. 

Q.  Do  you  recall  that  information  was  requested  by  any  of  the 
Commissioners  and  refused  — - 1  mean  information  was  refused 
by  the  company?    A.  I  do  not  recall. 

Q.  Do  you  recall  that  a  salary  list  was  asked  for  and  that  it 
was  declined?    A.  I  do  not  recall  that. 

Q.  Do  you  recall  that  they  desired  to  examine  certain  agency 
contracts  and  were  not  allowed  to  do  so?    A.  I  do  not  recall  that. 

Q.  Do  you  recall  whether  you  made  an  examination  of  the 
salary  list  and  the  agency  contracts  at  the  time?    A.  I  did  not. 

Q.  Do  yoii  recall  whether  you  requested  the  officers  for  an 
opportunity  to  make  the  examination?  A.  Of  the  agency  con- 
tracts? 

Q.  Yes.    A.  I  did  not. 

Q.  Do  you  remember  that  the  other  commissioners  were  in- 
formed that  certain  matters  were  in  charge  of  yourself  and  Mr. 
Brinckerhoff  and  that  you  would  make  such  an  examination  as 
the  case  required?  A.  I  think  that  those  men  you  speak  of  were 
13Y 
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all  brought  before  the  Commissioners  —  I  think  they  kept  in 
close  touch  with  the  examination  work  from  week  to  week. 

Q.  Do  you  remember  whether  any  information  was  refused  in 
connection  with  the  examination?  A.  I  don't  remember  that  any 
was. 

Q.  Why  was  it  that  these  particulars  to  which  I  refer  were 
not  asked  for?    A.  I  do  not  recall  that,  sir. 

Q.  Were  not  several  of  those  Commissioners  very  anxious  to 
know  in  regard  to  a  number  of  those  matters  and  unable  to  get 
information  ?  A.  That  I  could  not  say.  They  never  made  such 
intimation  to  me,  I  know. 

Q.  You  did  not  make  any  such  suggestion  to  any  of  the  of- 
ficers of  the  company  that  you  desired  information  which,  in  fact, 
was  not  forthcoming?     A.  I  did  not 

THE  CHAIEMAISr:  Mr.  Vandeypoel,  we  would  like  you  hero 
at  2.30  this  afternoon.  The  Committee  will  take  a  recess  until 
2.30  o'clock  this  afternoon. 

Eecess  until  2.30  p.  m. 


AFTEE  EECESS. 

EDWIN"  W.  COGGESHALL,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.   HUGHES: 

Q.  Mr.  Coggeshall,  you  have  been  subpoenaed  here  in  order 
that  we  might  have  testimony  in  regard  to  certain  transactions 
in  the  stock  of  the  Lawyer's  Mortgage  Insurance  Co.  Were  you 
at  any  time  president  of  that  company?  A.  I  was  president  of 
the  company  temporarily  from  its  organization  until  December, 
1902. 

Q.  What  was  the  capital  stock  of  that  company  originally?  A. 
The  capital  stock  originally  was  $500,000,  afterwards  reduced  to 
$300,000. 

Q.  When  was  the  capital  stock  increased?  A.  In  the  early  part 
of  1901. 

Q.  What  was  the  amount  of  the  increase?  A.  The  increase 
was  $300,000  to  $1,000,000. 
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Q.  How  much  of  the  increase  did  the  existing  stocikholders 
take?  A.  They  took  fifty  per  cent,  of  their  holding,  or  fifteen 
hundred  shares. 

Q.  Was  it  arranged  with  the  existing  stockholders  that  the 
residue  of  the  increase  could  be  disposed  of?  A.  Five  thousand 
five  hundred  shares  in  addition  of  the  seven  thousand  shai'es  were 
sold  to  Mr.  Henry  Morgenthau. 

Q.  By  an  arrangement  to  which  the  existing  stockholders  con- 
sented? A.  Under  an  agreement,  subject  to  the  consent  of  thc: 
si  ockholders,  and  approved  by  them  at  a  stockholders'  meeting. 

Q.  Did  you  have  any  conversations  with  reference  to  the  Mutual 
Life  Insurance  Company  taking  any  part  of  that  stock  which  Mr. 
Morgenthau  was  a  subscriber  for?  A.  We  made  the  suggestion  to 
Mr.  Morgenthau  that  it  would  be  of  value  to  us  to  have  the  Mutual 
Life  hold  some  of  that  ytock. 

Q  And  was  1,000  shares  mentioned  as  the  amount?  A.  It 
was. 

Q.  Which  the  Mutual  Life  might  hold?    A.  It  was,  yes. 

Q.  Did  you  see  any  officer  of  the  Mutual  Life  in  regard  to  that? 
A.  I  made  ,  on  Mr.  Morgenthau's  behalf,  as  I  was  acquainted  with 
Mr.  McCurdy  and  he  was  not,  I  made  the  offer  to  Mr.  McCurdy  of 
the  opportunity  of  taking  from  Mt.  Morgenthau  a  thousand  shares 
for  the  Mutual  Life. 

Q.  That  was  Mr.  Eichard  A.  McCurdy?  A.  Mr.  Richard  A. 
McCurdy. 

Q.  What  interview  did  you  have  with  Mr.  Richard  A.  McCurdy 
regarding  it,  what  was  the  substance  of  it?  A.  The  substance  was 
to  offer  on  Mr.  Morgenthau's  behalf  to  the  Mutual  Life  Insurance 
Company  an  opportunity  to  take  one  thousand  shares  of  the  new 
issue. 

Q.  Did  Mr.  McCurdy  make  any  suggestion  as  to  the  willingness 
of  the  company  to  take  it?  A.  Mr.  McCurdy  gave  me  to  under- 
stand that  the  company  would  accept  it. 

Q.  Subsequently  did  you  and  Mr.  Morgenthau  receive  any  in- 
formation as  to  the  way  in  which  those  certificates  for  the  thousand 
shares  should  be  issued?  A.  We  received  instructions  directing 
us  to  issue  the  thousand  shares  to  Mr.  IST.  D.  Putnam,  Jr. 

Q.  Were  the  thousand  shares  issued  to  Mr.  N.  D.  Putnam,  Jr.  ? 
A.  They  were. 

Q.  Was  it  intended  that  the  thousand  shares  should  be  for  the 
Mutual  Life?     A.  That  was  our  intention. 
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Q.  When  was  this?     A.  In  May,  I  think,  1901. 

Q.  Did  it  subsequently  come  to  your  attention  or  through  the 
transfer  of  certificates  that  these  thousand  shares  were  not  trans- 
ferred to  the  Mutual  Life  Insurance  Company  ?     A.  It  did. 

Q.  Were  you  at  any  time  connected  with  the  Lawyers'  Title 
Insurance  Company?  A.  I  have  been  its  President  since,  its  or- 
ganization. 

Q.  Did  that  company  have  an  increase  of  stock  at  any  time?  A. 
It  had  several. 

Q.  Did  it  have  any  increase  in  which  it  was  thought  advisable 
that  the  Mutual  Life  should  participate  ?  A.  The  Mutual  partici- 
pated in  both — in  its  second  increase. 

Q.  In  the  second  increase  of  stock  what  amount  \was  it  thought 
advisable  that  the  Mutual  should  receive?  A.  I  think  their  pro- 
portion was  one  thousand  shares. 

Q.  Did  you  at  that  time  have  this  information  that  the  thou- 
sand shares  of  the  Lawyers'  Mortgage  Insurance  Company  stock 
which  had  been  intended  for  the  Mutual  had  been  divided  so  that 
it  was  not  transferred  into  the  name  of  the  Mutual?     A.  It  did. 

Q.  Did  you  as  a  result  of  that  have  any  conversation  with 
any  officer  of  the  Mutual  with  reference  to  the  manner  in  which 
the  thousand  shares  of  the  Lawyers'  Title  should  be  taken?  A. 
I  had  a  conversation  with  Mr.  Frederick  Cromwell  regarding  it. 

Q.  What  was  the  subject  of  that  conversation?  A.  I  stated 
to  Mr.  Cromwell  that  if  the  syndicate  which  was  then  placing 
this  stock  with  the  Mutual — if  the  stock  so  placed  was  not  to  be 
taken  by  the  Mutual  but  was  to  be  treated  as  the  Mortgage  Com- 
pany's assignment  of  stock  had  been,  it  would  be  of  no  interest 
to  us. 

Q.  Did  you  tell  him  how  you  understood  the  stock  of  the 
Mortgage  Security  Company  had  been  treated?     A.  I  did. 

Q.  What  did  you  say  with  regard  to  that?  A.  I  cannot  re- 
member, Mr.  Hughes,  the  exact  woi'ds. 

Q.  In  substance?  A.  But  in  substance — that  it  had  all  gone 
to  individuals  and  none  of  it  had  gone  to  the  Mutual. 

Q.  What  did  Mr.  Cromwell  say  to  that?  A.  Mr.  Cromwell 
was  exceedingly  surprised,  and  stated  to  me  that  he  knew  noth- 
ing about  it  and  assured  me  that  the  stock  of  the  Lawyers'  Title 
Insurance  Company  should  all  go  to  and  be  retained  by  the 
Mutual. 

Q.  Was  that  the  result?     A.  Yes. 
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Q.  Then  the  thousand  shares  of  the  Lawyers'  Title  Company 
did  go  to  the  Mutual  and  were  held  by  them  ?    A.  Yes,  sir. 

Q.  Eeferring  again  to  the  Lawyers'  Mortgage  Insurance  Com- 
pany stock  and  the  time  of  the  increase  that  you  have  referred 
to,  when  it  was  intended  that  the  thousand  shares  should  be  taken 
by  the  Mutual  which  were  in  fact  divided  among  individuals,  was 
the  price  $125  a  share  at  which  the  one  thousand  shares  were 
taken?     A.  Yes,  sir. 

Q.  Was  that  the  price  at  which  it  had  been  taken,  that  is  their 
share  of  the  increase  had  been  taken,  by  stockholders  ?  A.  Yes, 
sir. 

Q.  "Was  that  a  favorable  price?  A.  It  was  favorable  because 
in  order  that  the  book  value  might  accord  with  the  price  at  wiich 
Mr.  Morgenthau  was  purchasing  the  stock  a  cash  dividend  of  15 
per  cent,  was  paid  to  the  old  stockholders,  which  brought  the  book 
value  of  the  stock  down  to  about  $125. 

Q.  So  it  was  practically  letting  those  who  took  the  stock  in 
on  the  ground  floor?     A.  Yes. 

Q.  With  every  prospect  of  an  increase  in  value?     A.  Yes,  sir. 

Q.  In  connection  with  the  Lawyers'  Title  Insurance  Company 
do  you  remember  at  the  time  of  the  increase  of  capital  in  1901 
that  an  arrangement  was  made  by  which  the  Equitable  should 
take  two  thousand  shares?     A.  1901  you  say? 

Q.  Yes.     A.  Yes. 

Q.  And  do  you  remember  that  of  the  certificates  for  the  2,000 
shares  taken  by  the  Equitable  there  were  transferred  by  endorse- 
ment of  the  original  certificates  some  820  shares  to  certain  individ- 
uals?    A.  830,  I  think,  sir. 

Q.  Eight  hundred  and  thirty  shares  to  certain  individuals? 
A.  Yes,  sir. 

Q.  We  have  the  information,  I  believe,  with  regard  to  that  al- 
ready on  the  record.  Now,  do  you  remember  that  at  tlie  tim'' 
of  the  increase  of  the  Lawyers'  Title  Insurance  Company  stock 
in  October,  1902,  that  one  thousand  shares  were  apportioned  to 
the  Equitable?     A.  Yes,  sir. 

Q.  That  was  at  the  time  that  one  thousand  shares  went  to  the 
Mutual,  and  you  had  this  interview  with  Mr.  Cromwell  ?  A.  Yes, 
sir. 

Q.  Do  you  remember  whether  any  part  of  that  thousand  shares 
was  taken  —  was  issued  to  the  Equitable?  A.  No  part  was  so 
issued. 
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Q.  To  whom  was  it  issued?  A.  To  various  individuals,  all  of 
whose  names  I  cannot  give  you. 

Q.  We  have  here  a  list  as  furnished  by  the  Equitahle,  which  I 
will  read  upon  the  record : 

James  W.  Alexander 200  shares 

H.  C.  Deming 50 

James  H.  Hyde 200 

A.  r.  Hyde 80 

T.  D.  Jordan , 50 

W.  H.  Molntyre 100 

F.  M.  Pendrich 20 

S.  D.  Ripley 20 

George  H.  Squire 40O 

Williamson  &  Squire 80 

Total ., 1,200  shares 

Was  it  intended  that  any  part  of  those  1,200  shares  should  be 
taken  by  the  officers  of  the  Equitable  ?    A.  It  was  not, 

Q.  It  was  intended  that  those  should  be  for  the  Equitable  So- 
ciety ?    A,  So  far  as  we  were  concerned. 

Q.  When  you  say  that  you  refer  to  your  company  ?  A.  I  refer 
to  the  company.  ^ 

Q.  In  the  report  of  Superintendent  Hendricks  as  of  June  21st, 
1905,  with  reference  to  the  transactions  of  the  Equitable  Society 
appears  this  statement:  "  This  is  a  brief  statement  of  the  view  of 
the  transactions  between  the  Equitable  Society,  and  seven  of  the 
ten  corporations  which  are  advertised  as  affiliated  companies.  Time 
has  not  permitted  even  a  partial  investigation  of  its  business  rela- 
tions with  the  other  three,  to-wit :  The  Lawyers'  Title  Insurance 
Company,  the  LaAvyers'  Mortgage  Insurance  Company  and  the 
Franklin  National  Bank.  But  the  facts  here  stated  disclose  a  very 
decided  tendency  on  the  part  of  some  of  the  Directors  and  officers 
of  the  Society  to  sacrifice  its  interest  in  order  that  they  may  reap 
the  profits  through  the  media  of  these  corporations."  Was  the  Law- 
yers' Title  Insurance  Company  or  the  Lawyers'  Mortgage  Insur- 
ance Company  an  affiliated  company  with  the  Equitable  Society? 
A.  They  were  not  in  any  sense. 

Q.  What  was  the  amount  of  the  stock  of  the  Lawyers'  Mortgage 
Insurance  ?  A.  The  capital  stock  of  the  Mortgage  Company  to- 
day ? 

Q.  Yes.    A.  $2,000,000. 


Testimony  of  Edwin  W.  Coggeshall.  4375 

Q.  What  proportion  of  that  is  held  by  the  Equitable?  A.  I 
could  not  tell  you,  Mr.  Hughes,  without  reference  to  the  books. 

Q.  The  Lawyers'  Title  Insurance  Company,  wh^t  was  the 
amount  of  that  stock?  A.  The  Equitable  and  Mutual  each  held 
about  4,500  shares  out  of  40,000,  the  capital  stock  of  the  Law- 
yers' Title  Company  being  four  million  dollars. 

Q.  Is  there — is  either  the  Lawyers'  Title  Insurance  Company 
or  the  Lawyers'  Mortgage  Insurance  Company  managed  directly 
or  indirectly  by  the  Equitable?    A.  No,  sir. 

Q.  Or  by  any  insurance  company?    A.  It  never  has  been. 

Q.  They  are  entirely  independent  corporations?  A.  Abso- 
lutely. 

Q.  Did  you  call  the  attention  of  Superintendent  Hendricks  to 
this  suggestion  in  the  reports  that  these  companies  were  affiliated 
companies?  A.  I  did.  I  wrote  him  in  June  calling  his  attention 
specifically  to  exactly  what  our  relations  were. 
^  Q.  And  with  what  result?  A.  To-wit,  that  they  held  4,500 
shares  and  were  represented  by  four  representatives  on  a  Board 
of  twenty-four,  and  that  our  only  business  relations  with  them 
were  the  examination  and  insurance  of  title,  the  sale  of  mortgages 
to  them,  the  borrowing  of  money  on  the  collateral  security  of 
mortgages,  at  the  market  rate,  and  that  we  had  never  been 
interested  in  any  syndicate  in  any  form  whatever.  I  asked  Mr. 
Hendricks  to  verify  my  statements,  and  offered  to  appear  at  any 
time  and  testify  in  regard  to  it. 

Q.  What  has  occurred  with  reference  to  it  since  that  time  ?  A. 
After  a  somewhat  lengthy  correspondence,  Mr.  Hendricks  finally 
wrote  me  and  said  he  would,  as  I  was  persistent  in  regard  to  it, 
give  us  that  investigation. 

Q.  Has  it  been  held  ?    A.  It  has  not. 

Q.  In  order  that  we  may  suitably  identify  the  transaction,  I 
will  recur  again  to  the  thousand  shares  of  the  Lawyers'  Mortgage 
Insurance  Company  which  you  intended  for  the  Mutual ,  and 
whif'h  were  divided  among  certain  persons.  Were  the  certificates 
for  those  thousand  shares  issued  to  N.  D.  Putnam,  Jr.,  in  accord- 
ance with  the  advices  you  received  in  1901?    A.  Yes,  sir. 

Q.  In  June  of  that  year?  A.  May,  I  think,  possibly  they  were 
issued  in  June.    The  increase  was  in  May. 

Q.  That  is  the  only  transaction  with  Mr.  Putnam?  A.  That 
is  all. 

Q.  In  the  case  of  the  Lawyers'  Mortgage  Company  at  the  time 
when  the  thousand  shares  were  taken  by  Mr.  Putnam  in  the 
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manner  you  have  described,  were  there  also  one  thousand  shares 
allotted  to  the  Equitable  ?    A.  There  were. 

Q.  And  were  those  also  divided  up  among  individuals?  A.  I 
really  could  not  tell  you  without  referring  to  the  books,  Mr. 
ilughes. 

Q.  Was  there  another  increase  of  stock  of  the  Lawyers'  Mort- 
gage Company  in  1903?    A.  Yes,  sir. 

Q.  Was  there  an  allotment  of  any  part  of  that  increase  to 
the  Mutual?    A.  I  think  so,  but  I  cannot  state  positively. 

Q.  Was  there  an  allotment  of  any  part  of  that  increase  to  the 
Equitable?    A.  I  think  the  both  of  them. 

Q.  Do  you  know  whether  the  Mutual  took  the  stock  in  its 
own  name?  A.  My  impression  is  that  it  did,  but  I  cannot  state 
positively. 

Q.  Do  you  know  as  to  the  Equitable?  A.  No,  I  cannot  state 
as  to  that. 

Q.  Mr.  Coggeshall  wishes  to  correct  a  statement  in  his  testi- 
mony as  to  the  present  capital  stock  of  the  Lawyers'  Mortgage 
Company?    A.  Two  million  and  a  half  instead  of  two  million. 

Q.  That  is  after  the  increase  of  1893  ?    A.  Present  capital. 

NATHANIEL  D.  PUTNAM,  JE.,  called  as  witness,  being 
duly  sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Putnam,  you  reside  in  the  city?     A.  Brooklyn. 

Q.  You  are  connected  with  what  institution?  A.  The  Guar- 
anty Trust  Company. 

Q.  In  what  capacity  are  you  employed  by  the  Guaranty  Trust 
Company?    A.  Loan  clerk. 

Q.  Were  you  employed  by  the  Guaranty  Trust  Company  in 
1901  ?    A.  Yes,  sir. 

Q.  In  the  same  capacity  ?    A.  Same  capacity. 

Q.  Did  you  receive  certificates  for  a  thousand  shares  of  the 
Lawyers'  Mortgage  Insurance  Company  in  June,  1901  ?  A.  Not 
in  June — ^in  May;  I  think  it  was  1901. 

Q.  You  received  a  certificate  for  a  thousand  shares;  it  was 
taken  in  your  name?    A.  A  thou saxid  shares  taken  in  my  name. 

Q.  At  whose  suggestion  was  it  taken  in  your  name  ?  A.  The 
treasurer  of  the  company. 

Q.  Treasurer  of  what  company?  A.  Guaranty  Trust  Com- 
pany. 
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Q.  Who  paid  for  the  thousand  shares?  A.  The  Guaranty 
Trust  Company. 

Q.  Was  the  Guaranty  Trust  Company  acting  on  behalf  of 
certain  subscribers  or  individuals  ?    A.  I  could  not  say. 

Q.  Well,  it  was  acting  on  behalf  of  four  individuals,  wasn't 
it?    A.  Yes. 

Q.  Who  were  they?     A.  I  don't  remember  all  of  them. 

Q.  Mr.  Haven  was  one  ?    A.  Mr.  Haven  was  one. 

Q.  Mr.  J.  J.  Haven?     A.  J.  J.  Haven. 

Q.  Mr.  Juilliard  was  another  ?     A.  Yes. 
^  Q.  Mr.  Jarvie  was  another  ?    A.  Yes,  sir. 

Q.  Mr.  E.  A.  McCurdy  was  another  ?    A.  Yes,  sir. 

Q.  And  the  thousand  shares  were  taken  by  the  Guaranty  Trust 
Company  on  their  behalf  ?    A.  Yes,  sir. 

Q.  How  were  the  shares  divided  up  after  the  certificate  was  pu  t 
in  your  name  ?  A.  As  I  remember  it  the  stock  was  issued  in  a 
hundred  shares  certificate  and  delivered  to  the  subscribers. 

Q.  How  many  certificates  were  delivered  to  Mr.  Haven?  A. 
I  don't  remember. 

Q.  Were  they  divided  in  equal  portions?     A.  ITo,  sir. 

Q.  Well,  who  got  more  than  the  others  —  tell  us,  Mr.  Putnam, 
what  you  know  about  it  ?  A.  I  am  not  sure  —  that  is  the  only 
thing. 

Q.  Give  us  your  best  recollection.  A.  I  think  Mr.  Haven  got 
100  shares,  I  think  Mr.  McCurdy  got  200. 

Q.  How  much  did  Jarvie  get  ?    A.  I  think  100. 

Q.  And  Mr.  Juilliard?     A.  I  think  he  got  200. 

Q.  What  became  of  the  rest?  A,  Well,  there  were  certain 
other  subscribers. 

Q.  Who  were  the  others  ?  A.  I  think  A.  Iselin  &  Company 
got  100. 

Q.  Who  else  ?  A.  I  think  Mr.  Granniss  got  100  —  Kobert  A. 
Granniss. 

Q.  Yes ;  who  else  ?  A.  I  think  Mr.  Cromwell  got  100  —  or  200 
—  that  may  account  for  the  whole  —  I  am  not  quite  sure  of  the 
amount. 

Q.  Are  you  sure  of  that?  You  heard  Mr.  Coggeshall's  testi- 
mony as  to  his  conversation  with  Mr.  Cromwell  that  he  didn't 
know  anything  about  —  aren't  you  mistaken  in  saying  that  Mr. 
Cromwell  had  anything  to  do  about  it?     A.  I  may  be. 

Q.  Come,  think  a  little  and  see  if  you  cannot  recall  who  did 
have  the  rest?     A.  Well,  I  am  not  quite  sure  of  those  amounts. 
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BY  THE  CH AIRMAIL: 

Q  I  cannot  hear  you,  Mr.  "Witness;  I  would  like  to  very  much. 
A.  I  am  not  quite  sure  of  those  names  and  amounts. 

BY  MR.   HUGHES: 

Q.  Did  the  Guaranty  Trust  Company  keep  a  memorandum  of 
them?     A.  Yes,  sir. 

MR.  HUGHES:  Will  you  please  go  to  the  Guaranty  Trust 
Company  and  bring  up  what  memorandum  there  is  so  that  we  can 
have  it  exactly,  and  return  with  it. 

JOSEPH  W.  PHAIR,  called  as  a  witness,  being  duly  sworn, 
testified  asioUows: 

BY  MR.  HUGHES: 

Q.  What  is  your  business,  Mr.  Phair?  A.  Cashier  of  the  Law- 
yers' Mortgage  Company. 

Q.  You  have  been  subpoenaed  to  produce  here  the  records  of 
stock  transfers  of  that  company.  Is  this  the  stock  ledger?  A. 
This  is  the  stock  ledger. 

Q.  Have  you  got  an  account  in  that  ledger  showing  the  thou-, 
sand  shares  transferred  to  Mr.  Putnam?     A.  I  have. 

Q.  In  1901,  and  the  transfers  of  those  shares?     A.  I  have. 

Q.  Is  this  at  Folio  153  ?     A.  That  is  it. 

MR.   HUGHES:    I  offer  it  in  evidence. 

Account  marked  Exhibit  847,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Now,  that  makes  a  total  on  each  side  of  the  account  of  1,200 
shares.  How  do  you  account  for  that?  A.  Is  that  question  ad- 
dressed to  me? 

Q.  Yes.  A.  Some  of  the  original  certificates  —  two  of  the 
original  certificates  were  split  up  to  a  smaller  amount. 

Q.  Which  two  were  those?  A.  543  for  100  shares  and  542  for 
100  shares. 

Q.  And  into  what  amounts  were  they  split?  A.  Shall  I  read 
off  the  numbers  and  amoiints? 
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Q.  Yes.  A.  YYl  for  50 j  7Y2,  25;  773,  25;  785,  25;  786,  25; 
787,  25;  788,  25. 

Q.  So  that  by  reason  of  tlie  splitting  up  of  these  two  certificates 
the  aggregate  of  the  number  of  shares  was  increased  from  1,000 
to  1,200?     A.   1,200. 

Q.  But  the  only  amount  of  shares  represented  by  the  account 
was  1,000?     A.  The  shares  in  question  are  only  a  thousand. 

Q.  Now,  have  you  also  produced  a  transfer  book  of  the  Law- 
yers' Mortgage  Company?     A.  I  have. 

Q.  Which  shows  the  receipts  for  the  certificates  that  were  is- 
sued? A.  Shows  the  receipts  and  the  transfer  of  the  original 
certificate. 

Q.  The  certificate  number  537  to  A.  Iselin  &  Company  was 
receipted  for  by  whom — 100  shares?  A.  Why — ^well,  it  was 
transferred  on  the  books  by  O.  Egerton  Smith  as  attorney. 

Q.  As  attorney  for  whom?     A.  IST.  D.  Putnam,  Jr. 

Q.  That  is,  the  signature  for  the  certificate  issued  to  A.  Iselin 
&  Company  was  IST.  D.  Putnam,  Jr.,  by  O.  Egerton  Smith,  attor- 
ney?    A.  By  O.  Egerton  Smith,  attorney. 

Q.  As  attorney  for  whom?     A.  N.  D.  Putnam,  Jr. 

Q.  Who  is  receipted  for  536,  issued  to  G.  Gr.  Haven,  for  100 
shares?     A.  Robert  Gr.  Hone,  attorney. 

Q.  That  is,  "N.  D.  Putnam,  by?"  A.  By  Robert  G.  Hone, 
attorney. 

Q.  Who  receipted  for  588,  for  100  shares  to  Clinton  Gilbert? 
A.  !N".  J).  Putnam,  by  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  'Ro.  539,  100  shares?  A.  IST.  D.  Putnam, 
Jr.,  by  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  No.  540,  for  100  shares,  to  Clinton  Gil- 
bert?    A.  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  No.  543  to  N.  D.  P.,  Jr.,?  A.  What 
date  is  that? 

Q.  June  19th?     A.  May  I  see  that  entry,  please? 

Q.  Is  that  it  (indicating)?  A.  That  was  simply  a  transfer,  a 
split  up. 

Q.  That  was  simply  split  up.  Who  receipted  for  No.  535  to 
Augustus  D.  Juilliard,  for  100  shares?  A.  O.  Egerton  Smith, 
Attorney. 

Q.  Who  receipted  for  No.  771,  Clinton  Gilbert,  50  shares?  A. 
O.  Egerton  Smith,  Attorney. 

Q.  Before  we  read  that  there  is  542 — 100  shares  that  was  simply 
split  up?     A.  Split  up. 
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Q.  The  next  one,  W.  H.  Berger  &  Company,  786 — 25  shares — 
who  receipted  for  that?     A.  0.  Egerton  Smith. 

Q.  Who  receipted  for  772,  W.  H.  Berger  &  Company,  25 
shares?    A.  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  George  H.  Squire,  7'53,  25  shares?  A. 
O.  Egerton  Smith,  Attorney. 

Q.  And  who  for  785  to  George  H.  Squire,  25  shares?  A.  O. 
Egerton  Smith,  Attorney. 

Q.  787,  25  shares  to  George  H.  Squire?     A.  O.  Egerton  Smith. 

Q.  778?     A.  0.  Egerton  Smith. 

Q.  541?     A.  O.  Egerton  Smith. 

Q.  C.  G.  Turner  &  Sons,  534,  100  shares?  A.  O.  Egertou 
Smith. 

Q.  Pardon  me  a  moment,  these  shares  that  were  split  up  were 
transef erred  at  suhsequent  dates,  were  they  not?  A.  They  were, 
yes,  sir. 

Q.  In  other  words,  there  appear  to  have  been  some  transfers  of 
those  that  were  split  up  in  September  and  December  of  1901,  and 
February,  1902.  Is  there  anything  to  indicate  the  sale  of  those 
shares?  A.  E"othing  on  our  books — well,  they  must  have  been  sold 
or  parted  with  by  ]VIr.  Putnam,  who  executed  a  power  of  attorney 
authorizing  the  transfer,  and  they  were  transferred  oil  the  books 
by  0.  Egerton  Smith,  as  Attorney  for  Mr.  Putnam,  to  these  vari- 
ous people. 

Q.  Well,  does  it  appear  that  the  various  people  that  are  named 
here  disposed  of  them — ^have  the  shares  been  transferred  out  of 
their  names  ?     A.  Some  may  have  and  some  may  not. 

Q.  Would  that  be  shown  by  your  ledger  here?     A.  It  would. 

Q.  Well,  look,  for  example,  at  G.  G.  Haven  and  tell  me  if  that 
is  standing  in  his  name?     A.  ISTo,  sir. 

Q.  When  was  it  transferred  out  of  his  name?  A.  September 
4th,  1901. 

Q.  To  whom  was  it  transferred  ?     A.  Clinton  Gilbert. 

Q.  ]?y  Certificate  JSTo.  763  ?     A.  Yes. 

Q.  Who  receipted  for  that  ?  A.  Kobert  G.  Hone,  Attorney — 
G.  G.  Haven,  by  Robert  G.  Hone,  Attorney. 

Q.  That  put  them  in  the  hands  of  Mr.  Gilbert  on  September 
4th,  1901  ?     A.  Yes,  sir. 

Q.  Now,  take  Mr.  Juilliard's  and  tell  me  how  that  was  trans- 
ferred ?  A.  That  was  transferred  on  December  6th,  1901,  to  vari- 
ous parties. 
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Q.  Who  are  they?  A.  J.  II.  Latham,  twenty  shares;  Morton 
Squire,  twenty;  "Williamson  &  Squire,  thirty;  George  H.  Squire, 
Jr.,  twenty-five ;  Alice  J.  Williauison,  five. 

Q.  Take  A.  Iselin  &  Company — when  was  that  transferred  out 
of  their  hands?     A.  October  23d,  1901. 

Q.   To  whom  ?     A.  Clinton  Gilbert. 

Q.  For  the  entire  amount  ?  A.  For  the  entire  amount  —  two 
certificates  of  fifty  each. 

Q.  So,  with  the  exception  of  the  Iselin  shares,  all  the  other 
shares  went  through  Clinton  Gilbert — all  the  rest  of  the — what 
was  the  total  that  went  into  Clinton  Gilbert's  hands  after  these 
transfers  by  Mr.  Haven  and  Mr.  Juilliard?  A.  You  want  me  to 
trace  that  up  and  figure  it? 

ME.  HUGHES :  Will  you  withdraw  for  a  moment,  Mr.  Phair  ? 

ISTATHANIEL  D.  PUTNAM,  JK.,  resumed: 
BY  ME.  HUGHES: 

Q.  Have  you  a  memorandum  from  the  Guaranty  Trust  Com- 
pany ?     A.  Yes,  sir. 

Q.  Will  you  tell  us  who  were  the  parties  who  actually  took  the 
shares  or  had  the  beneficial  interest  in  the  thousand  shares  of  the 
Lawyers'  Mortgage  Insurance  Company,  for  which  you  received 
a  certificate  in  your  name  in  1901  ?  A.  James  ~N.  Jarvie,  one 
hundred  shares;  G.  G.  Haven,  two  hundred  shares;  E.  A.  Mc- 
Curdy,  two  hundred  shares ;  E.  A.  Granniss,  one  hundred ;  Fred- 
eric Cromwell,  one  hundred ;  A.  Iselin  &  Company,  one  hundred ; 
A.  B.  Juilliard,  two  hundred. 

Q.  Have  you  any  information  regarding  the  subsequent  sale  of 
those  shares  ?  A.  No,  sir.  We  carried  the  stock  for  about  a 
month — a  little  less  than  a  month,  and  it  was  taken  up,  cost  and 
interest. 

Q.  Who  took  it  up  ?     A.  The  subscribers.  '  • 

Q.  These  gentlemen  you  have  named?    A.  Yes,  sir. 

Q.  At  125  and  interest?    A.  And  interest,  yes. 

Q.  That  is  all  you  know  about  the  matter?  A.  That  is  all  I 
know  about  it. 

JOSEPH  W.  PHAIE,  resumed: 

The  pending  question  was  read  by  the  stenographer  as  follows : 

"  What  was  the  total  that  went  into  Clinton  Gilbert's  hands 
fjfter  this  transfer  by  Mr.  Haven  and  Mr.  Juilliard  ?  "  A.  I  think 
T  answered  that;   I  think  I  said  about  five  hundred  and  fifty. 


& 
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BY  MR  HUGHES: 

Q.  Now,  you  have  an  account  with  George  H.  Squire  in  this 
book,  have  you  not?    A.  I  have,  sir. 

Q.  At  Folio  183?    A.  The  original  is  182. 

Q.  What  is  'the  amount  of  stock  that  was  put  in  the  name  of 
George  H.  Squire,  of  the  Lawyers'  Mortgage  Insurance  Company, 
in  1901?    A.  Fifteen  hundred  shares. 

Q.  And  when  was  that  put  in  his  name?    A.  May  13,  1901. 

Q.  To  whom  the  transfers  of  that  stock  made  —  you  need  not 
give  the  numbers  of  the  certificates,  but  just  give  me  the  names 
of  the  parties  to  whom  it  was  transferred  and  the  number  of 
shares  to  each?  A.  This  will  have  to  be  picked  out.  Will  some- 
body take  that  down? 

Q.  He  (indicating  the  stenographer)  will  take  it. 

A.  Equitable  Life 200 

James  W.  Alexander 100 

Louis  Fitzgerald 100 

James  H.  Hyde 100 

L.  W.  Lawrence 100 

The  Equitable  Life 500 

James  H.  Hyde 50 

William  H.  Mclntire 50 

Annie  F.  Hyde 50 

H.  M.  Alexander 100 

Mary  E.  Jordan 50 

Equitable  Life   50 

J.  H.  Latham 30 

Williamson  &  Squire  20 

MR.  HUGHES:  I  will  offer  that  account  with  George  H, 
Squire,  Folios  182  and  183,  in  evidence. 

(Account  marked  Exhibit  'No.  848,  and  will  be  found  in  the 
Book  of  Exhibits.) 

Q.  Is  this  folio  Y6,  an  account  of  the  stock  transactions  with 
James  H.  Hyde?    A.  It  is. 

MR  HUGHES :  I  offer  that  in  evidence. 

(The  folio  in  the  ledger  was  marked  Exhibit  No.  849.) 
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Q.  Now,  I  find  in  this  account  under  the  name  of  James  H. 
Hyde,  on  the  credit  side  an  entry  under  date  of  August  9  th, 
1901,  George  H.  Squire,  fifty  shares.  What  was  that  ?  A.  Trans- 
fer of  stock  from  George  H.  Squire's  account,  to  Mr.  Hyde. 

Q.  And  that  was  part  of  that  fifteen  hundred  shares  issued  to 
Mr.  Squire  on  May  13th,  1901?    A.  Yes,  sir. 

Q.  Then,  I  find  a  credit  under  date  of  February  5th,  1902, 
George  H.  Squire,  one  hundred  shares,  still  referring  to  the  ac- 
count in  the  name  of  James  H.  Hyde.  What  was  that  ?  A.  That 
is  also  a  transfer  from  George  H.  Squire's  account  to  Mr. 
Hyde's  account. 

Q.  Of  that  same  original  transaction?    A.  Yes. 

Q.  I  find  on  the  debit  side  of  Mr.  Hyde's  account,  under  date  of 
July  8th,  1902,  to  the  Equitable  Life,  fifty  shares.  That  was  the 
amount  transferred  to  the  Society  by  Mr.  Hyde  ?    A.  It  was. 

Q.  To  which  you  have  already  referred?  A.  I  was  tracing 
it  up. 

Q.  This  is  fifty  shares  transferred  by  Mr.  Hyde  to  the  Equit- 
able, distinguished  from  the  shares  transferred  by  Mr.  Squire  to 
the  Equitable,  is  it  not?    A.  Yes. 

Q.  And  I  find  certain  debits  under  date  of  February  6th,  1903, 
transfers  by  Mr.  Hyde  to  certain  parties  named.  Was  that  part  of 
the  increased  capital  of  1903  ?    A.  That  was. 

Q.  How  much  of  that  increased  capial  in  1903,  of  the  Lawyers' 
Mortgage  Company,  did  Mr.  Hyde  receive  ?    A.  2,420  shares. 

Q.  Was  that  transferred  direct,  or  issued  rather,  by  a  certificate 
direct  from  the  Lawyers'  Mortgage  Company  to  Mr.  Hyde?  A. 
That  was. 

Q.  Was  that  the  entire  amount  which  was  allotted  at  that  time 
to  the  Equitable?     A.  I  don't  know. 

Q.  You  do  not  know  as  to  that  ?    A.  No. 

Q.  To  whom  were  those  shares  transferred  by  Mr.  Hyde,  and 
what  dates  ?  Give  me  the  dates  and  the  amounts  ?  A.  February 
3d,  1903,  Y.  P.  Snyder,  100  shares;  H.  M.  Alexander,  100  shares; 
J.  W.  Alexander,  100  shares;  P.  D.  Jordan,  100  shares;  H  O. 
Doming,  50  shares;  H.  E.  Winthrop,  8  shares;  The  Equitable 
Life,  1,439  shares;  GeOrge  H.  Squire,  203  shares;  and  the  Equit- 
able Life,  July  14th,  20  shares,  and  on  October  5th,  1904,  Frank 
H.  Shipman,  300  shares. 

Q.  YovL  have  not  any  account  with  Mr.  McCurdy  in  the  book  ? 
A.  Mr,  Kichard  A.  McCurdy? 
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Q.  Yes.    A.  Folio  127. 

Q.  The  account  you  now  show  me  on  folio  128  is  the  account 
of  the  Mutual  Life  Insurance  Company?    A.  Yes. 

Q.  It  shows  the  issue  of  the  second  increase  in  the  capital  stock 
in  1903,  to  the  Mutual  Life,  of  1,500  shares?     A.  Yes. 

Q.  And  those  shares  have  not  been  transferred  out  of  its  name  ? 
A.  'No,  sir. 

Q.  So  that  whatever  shares  appear  in  your  books  as  in  the 
names  of  officers  of  the  Mutual  Life  out  of  the  increased  capital  of 
1903,  were  not  part  of  the  fifteen  hundred  shares  allotted  to  the 
Mutual?    A.  No,  sir. 

MR.  HUGHES:  I  offer  the  Mutual  Account,  folio  128,  in  evi- 
dence. 

(The  folio  in  the  ledger  was  marked  Exhibit  No.  850.) 

THE  CHAIRMAN:  Then  the  shares  which  were  divided  were 
from  the  allotment  to  the  Equitable,  were  they? 

MR.  HUGHES:  No. 

THE  CHAIRMAN:  The  fifteen  hundred  shares  which  you 
have  just  mentioned . 

MR.  HUGHES:  That  is  in  1903.  What  we  were  last  speak- 
ing of  was  the  issue  of  one  thousand  shares  in  1901,  which  were 
not  taken  by  the  Mutual,  but  taken  in  the  name  of  Putnam,,  which 
were  taken  by  the  individuals  who  have  been  named,  and  as  testi- 
fied by  Mr.  Putnam.  Then  we  had  reference,  in  addition-  to 
those,  to  certain  allotments  in  the  names  of  individuals  connected 
with  the  Equitable,  and  in  the  disposition,  as  far  as  the  books 
show  it,  of  the  shares  so  received,  but  the  fifteen  hundred  shares 
of  the  issue  of  1903,  to  the  Mutual,  were,  as  testified  by  Mr.  Oog- 
geshall,  taken  by  it  directly,  and  remain  in  its  name. 

HENRY  D.  APPLETON,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

THE  CHAIRMAN:  I  will  state  for  the  benefit  of  some  who 
have  made  inquiry,  that  when  adjournment  is  taken  to-day  it  will 
l)e  until  Wednesday  morning  next,  the  27th. 
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BY  ME.  HUGHES: 


Q.  Mr.  Appleton,  how  long  have  you  been  with  the  New  York 
Insurance  Department?     A.  Since  June  of  1883. 

Q.  How  long  have  you  been  Second  Deputy  ?  A.  Since  June 
15th,  1897. 

Q.  What  have  been  your  duties  as  Second  Deputy?  A.  As 
Second  Deputy  I  have  general  charge  of  the  office  details,  what 
you  might  call  Managing  Clerk  of  the  office;  the  mail  in  the  morn- 
ing is  opened  by  myself;  it  is  distributed  to  the  different  depart- 
ments; the  questions  that  come  up  in  connection  with  general 
routine  matters  may  be  referred  to  me,  except  matters  pertaining 
to  the  Actuary's  Department;  and  the  general  routine  work  of  the 
office. 

Q.  You  are  in  a  position  to  maintain  the  continuity  of  the  ad- 
ministration whoever  may  be  the  titular  head  at  the  time  being? 
A.  I  will  try  to. 

Q.  And  you  have  in  charge,  subject  to  the  Superintendent  gen- 
erally the  affairs  of  the  Department  at  Albany  ?  A.  Always  sub- 
ject to  the  Superintendent. 

Q.  Yes,  but  you  have  them  in  charge  more  than  anyone  else  in 
Albany?     A.  More  than  anybody. 

Q.  Mr.  Hunter  is  in  charge  at  the  New  York  office?     A.  Yes. 

Q.  When  matters  come  in  requiring  the  action  of  the  Superin- 
tendent you  receive  them  in  the  first  instance?  A.  I  receive  them 
in  the  first  instance. 

Q.  If  they  are  matters  to  be  attended  to  by  subordinates  in  the 
Department  you  allot  them?     A.  Yes  sir. 

Q.  You  see  that  they  are  attended  to  ?     A.  Yes,  air. 

Q.  And  you  see  that  they  are  answered  and  inquiries  looked 
into?     A.  Yes. 

Q.  If  they  are  matters  requiriUg  the  official  action  of  the  Super- 
intendent you  refer  them  to  the  Superintendent?    A.  Yes,  sir. 

Q.  And  you  advise  the  Superintendent  with  regard  to  the  prece- 
dents of  the  Department  and  the  general  course  of  the  work  ?  A. 
Yes. 

Q.  And  matters  that  come  up  with  regard  to  reports  of 
various  companies  or  changes  in  statutes  or  other  matters  with 
regard  to  insurance  interests  are  looked  into  by  you  in  the  first 
instance?  A.  Well,  sometimes  by 'me  in  the  first  instance,  de- 
pending what  the  matters  are. 

Q.  If  they  are  looked  into  by  subordinates  in  the  Department  it 
is  done  under  your  supervision  ?    A.  To  a  degree;  yes,  sir. 
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Q.  In  effect,  subject,  of  course,  to  the  control  of  the  Superin- 
tendent, you  are  in  charge  of  the  office  and  its  affairs  ?  A.  Yes, 
sir. 

Q.  Now  what  arrangements  have  you  made  with  regard  to  a 
proper  examination  of  reports  that  come  into  the  office  from  insur- 
ance companies  ?  A.  The  reports  coming  into  the  office  are  en- 
tered on  our  letter  books,  are  sent  to  the  statistician,  Mr.  Orippen, 
Mr.  Crippen  is  expected  to  go  over  them,  examine  them  as  to  the 
detail  matters,  checking  the  various  schedules  to  the  returns,  the 
mortgage  schedule  to  the  amount  of  mortgages,  &c.,  and  generally 
to  verify  the  report  and  to  ascertain  if  the  company  has  given  the 
proper  capitalization  investments,  looking  after  it  generally  in 
detail.  If  there  is  anything  that  comes  up,  any  question,  why  Mr. 
Crippen  will  report  that  fact  to  me  and  we  have  got  a  kind,  you 
might  say,  a  board  of  auditors;  there  is  Mr.  Patterson,  who  has 
been  with  the  department  for  some  forty  years,  our  actuary,  and 
Mr.  Crippen  and  myself;  and  sometimes  we  will,  if  there  is  any- 
thing we  want  to  know  about  particularly,  we  will  call  upon  Mr. 
"Vanderpoel  on  the  'phone,  because  he  has  had  much  experience 
with  those  reports;  before  he  became  deputy  and  afterward  chief 
examiner,  Mr.  Vanderpoel  had  the  auditing  of  the  statements. 

Q.  Now,  what*  do  you  personally  do  in.  connection  with  the 
auditing  of  the  statements?    A.  Me  personally? 

Q.  Yes.     A.  Nothing. 

Q.  Well,  I  thought  you  said  you  were  one  of  the  board  of  au- 
ditors? A.  Well,  when  I  say,  I  am  one  of  the  board  of  audit, 
I  mean  to  say  this;  for  instance,  we  have  had  a  great  deal  of 
trouble  with  some  of  our  casualty  companies  of  other  States  as  to 
some  of  their  investments,  and  it  has  entailed  more  or  less  cor- 
respondence, and  the  question  has  come  up  whether  some  of  the 
assets  that  are  presented  are  assets  that  can  properly  be  passedj 
assets  that  they  obtained  through  salvages. 

Q.  And  then  those  matters  would  be  referred  to  you  ?  A.  We 
would  discuss  them  generally. 

Q.  Do  you  take  up  the  criticism  or  examination  of  the  reports, 
assuming  that  no  complaint  has  come  in  in  regard  to  it?  A. 
What 

Q.  Do  yon  take  up  the  criticism  and  examination  of  a  statement 
furnished  by  a  life  insurance  company,  although  no  complaint  has 
came  in  in  regard  to  it?  A.  I  never  look  at  a  statement  Mr. 
Hughes,  of  any  kind,  unless  Mr.  Crippen  brings  it  to  me  and  calls 
my  attention  to  some  particular  item,  and  then  we  will  talk  it  over, 
and  it  may  result  in  Mr.  Crippen  sitting  down  by  my  desk  and  I 
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dictate  a  letter  to  the  stenographer,  or  Mr.  Crippen  may  prepare  a 
letter  and  bring  it  in  to  me  and  we  will  talk  it  over,  Mr.  Patterson 
and  myself,  and  the  letter  will  go.     That  is  the  general  procedure. 

Q.  But  if  he  does  not  bring  it  to  your  attention  and  there  is  no 
correspondence  about  the  matter,  you  do  not  know  anything  about 
it?  A.  No.  There  are  some  433  statements  filed,  and  I  should 
say  that  I  do  not  see  the  outside  covers  of  thirty  of  them  in  the 
year.  They  come  in  —  they  are  made  on  the  uniform  statement 
blanks;  they  are  checked  by  Mr.  Crippen  as  the  statistician;  they 
are  tabulated  by  Mr.  Cadman,  who  has  charge  of  that  work,  and 
the  report  is  made  up  in  that  manner. 

Q.  Who  compiles  the  report  which  is  made  by  the  Superintend- 
ent to  the  Legislature  ?  A.  Do  you  mean  the  text  of  the  Superin- 
tendent's report? 

Q.  Yes.  A.  Well,  the  text  of  the  Superintendent's  report,  the 
comparative  figjires  and  the  early  portion, of  the  report  are  made 
up  by  Mr.  Crippen,  from  comparison  year  to  year.  The  subject 
matter  of  suggestions  to  the  Legislature  are  the  result  of  sug- 
gestions made  to  the  Superintendent  by  the  different  employes 
in  the  Department.  Mr.  Patterson  may  have  a  suggestion  and  I 
may  have  a  suggestion.  But  the  text  proper  is  alway^i  the  text  of 
the  Superintendent. 

Q.  Do  you  compile  the  data  and  get  everything  together  so  that 
he  can  have  them  in  shape  to  prepare  his  report?     A.  I  do  not. 

Q.  Does  he  not  look  to  you  for  that?  A.  itTo;  he  does  not  look 
to  me  for  the  figures. 

Q.  I  mea/i  as  the  manager  of  the  office,  to  get  everything  to- 
gether in  your  hands?  A.  I  am  supposed  when  he  calls  upon  me 
for  anything  to  be  able  to  get  it  for  him.  I  go  to  the  different 
departments  to  get  it. 

Q.  Do  you  give  any  more  attention  to  the  statements  of  the  com- 
panies organized  in  ISTew  York  than  to  statements  of  companies 
from  other  States?     (ISTo  answer.) 

Q.  Of  the  433  statements  that  come  in  how  many  are  from  do- 
mestic corporations,  roughly?     A.  May  I  look  at  a  memorandum  ? 

Q.  Yes,  certainly.  A.  (Keferring  to  paper.)  We  have  New 
York  fire  companies,  subdivided  into  what  we  call  the  joint  stock, 
the  mutual  and  the  Lloyds  and  those  doing  no  new  business, 
amounting  to  100 ;  then  we  have  New  York  life  companies,  fifteen. 

Q.  That  includes  the  New  York  Life  Insurance  and  Trust  Com- 
panv.  does  it  not  ?  A.  Oh,  no — ^yes ;  that  includes  the  New  York 
Life  insurance  and  Trust  Company. 
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Q.  Which  does  not  do  anj  insurance  b^^siness?  A.  It  does  a 
little  annuity  business. 

Q.  You  have  really  fourteen  real  operating  life  companies  ?  A. 
Yes.  Then  we  have  thirteen  New  York  casualty  companies,  nine 
credit  companies,  forty  assessment  companies,  thirty-six  fraternal 
companies;  that  represents  the  New  York  companies.  Now  the 
others,  all  told,  we  have  433  companies  under  the  supervision  of 
the  Department. 

Q.  Do  you  give  any  more  attention,  do  you  personally  give  any 
more  attention,  to  the  reports  from  companies  organized  here  than 
from  companies  "Organized  elsewhere?     A.  I  personally  do  not. 

Q.  Do  you  or  does  anyone  else  give  instructions  to  Mr.  Orip^ 
pen  to  give  more  attention  to  the  New  York  companies  than  to 
others  on  the  presumption  that  companies  in  foreign  States  have 
already  received  some  attention  by  their  own  departments  ?  A.  I 
do  not  think  that  Mr.  Orippen  takes  any  more  care  in  abstracting 
the  statement  of  a  New  York  corporation  than  he  does  that  of 
another  State  corporation.  Then,  if  there  is  anything  in  the  New  ■ 
York  statements  which  suggest  that  there  should  be  attention  given 
to  them,  we  call  the  attention  of  the  New  York  office  of  the  De- 
partment, which  is  the  examining  office,  to  that  fact,  and  they  are 
supposed  to  look  after  those  companies. 

Q.  But  you  do  not  call  their  attention  to  anything  unless  it  has 
been  brought  to  your  attention?     A.  Oh,  no. 

Q.  Suppose,  in  other  words,  Mr.  Ctippen  does  not  say  anything 
about  any  matters  requiring  attention  suggested  by  the  report, 
would  anything  be  done  about  it?  A,  No,  sir.  But  I  want  to 
say,  Mr.  Hughes,  in  justice  to  Mr.  Crippen,  that  I  do  not  think  he 
would  pass  anything  at  all  in  the  report  that  struck  him. 

Q.  Now  for  example .     A.  May  I  correct  my  statement 

about  the  companies  and  the  number  of  companies? 

Q.  Yes.  A.  There  are  foreign  fire,  U.  S.  branches,  some  thirty- 
two;  they  are  substantially  New  York  companies. 

Q.  For  example,  in  the  report  of  December  31st,  1904,  of  the 
Mutual  Life  Insurance  Company,  I  believe  it  appeared  that  noth- 
ing was  stated,  as  the  profit  on  sales  or  maturity  of  ledger  assets. 
Did  Mr.  Crippen  bring  that  to  your  attention?  A.  He  did  not 
bring  it  to  my  attention. 

Q.  "Was  it  suggested  that  it  was  a  remarkable  thing  that  there 
was  absolutely  nothing  shown  one  way  or  the  other  as  to  profits 
on  sales  of  ledger  assets.     That  would  have  been  a  matter,  which. 
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had  you  noticed  it,  would  have  occasioned  some  reflection,  would 
it  not?     A.  Well,  I  did  not  notice  it. 

Q.  No,  you  did  not.  The  question  was  caused  by  your  state- 
ment that  you  were  quite  sure,  that  if  Mr.  Crippen  noticed  any- 
thing that  he  would  bring  it  to  yonr  attention.  JSTow,  it  was  not 
brought  to  your  attention  that  the  Mutual  Life  had  not  reported 
any  profits  last  year  on  the  sales  of  ledger  ass(i'cs  ?  A.  That  was 
not  brought  to  my  attention. 

Q.  When  was  it  fijst  brought  to  your  attention  that  the  Wash- 
ington Life  had  been  reporting  lapses  at  a  wholesale  rate,  or  at  a 
very  large  rate,  and  restorations  after  the  first  of  the  year  at  an 
extraordinary  rate?  A.  The  first  knowledge  that  I  had  of  that 
was  following  the  report  of  the  examination  by  the  chief  examiner. 

Q.  Well,  what  stimulated  the  examination,  what  brought  about 
the  examination.  A.  That  question  I  cannot  answer,  Mr. 
Hughes. 

Q.  Well,  it  was  one  of  the  routine  matters  of  the  Department, 
was  it  not,  that  the  examination  should  be  suggested  by  the  Super- 
intendent and  ordered  through  you?  A.  It  Is  quite  possible  that 
there  may  have  been  a  letter  or  something  come  to  the  Dpart- 
ment,  but  I  have  not  the  slightest  recollection  of  it  at  th.s  time. 

Q.  Well,  did  you  have,  as  a  matter  of  fact,  anything  to  do  with 
the  directing  of  an  examination  of  the  Washington  Life?  A.  I 
have  nothing  to  do  -with  the  direction  of  any  examination. 

Q.  Were  you  the  channel  for  communicating  the  desire  of  the 
Superintendent  that  there  should  be  an  examination  of  the  Wash- 
ington Life?  A.  Usually  the  Superintendent  directs  me  to  make 
out  an  appointment  for  an  examination.  Frequently,  we  will  get 
a  request  from  the  New  York  office  for  an  appointment  blank  to 
make  an  examination  for  a  particular  company.  There  is  no  fixed 
rule  in  that  way. 

Q.  Now,  there  is  very  little  that  goes  on  in  the  New  York 
State  Department  that  is  not  known  to  yon,  is  there,  Mr.  Apple- 
ton?    You  are  there  all  the  time?     A.  Well — — 

Q.  You  are  conversant  with  all  the  affairs  of  the  Department? 
A.  I  try  to  keep  conversant. 

Q.  Now  tell  us  how  it  happened  that  the  Washington  Life 
was  examined  ?  A.  Well,  Mr.  Hughes,  I  cannot  tell  you  how 
the  Washington  Life  was  examined  from  memory  without  look- 
ing at  the  record.  I  don't  know  that  there  is  anything"  on  the 
record.  If  there  is  any  record  made  it  is  sliown.  Now,  let  me 
say  to  you  in  justice  to  myself,  that  we  have  some  twenty  thou- 
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sand  letters  to  answer  in  the  year ;  there  are  a  great  many  detail 
matters  that  come  up,  and  I  cannot  possibly  keep  track  of  them 
all. 

Q.  No,  and  I  would  not  expect  you  to  remember  such  a  minor 
detail,  but  I  thought  that  you  might  remember  how  it  came 
about  that  the  Washington  Life  was  examined.  A.  I  do  not  re- 
member how  it  was  that  the  Washington  Life  was  examined. 

Q.  Was  it  because  of  articles  published  in  the  insurance  papers 
as  to  matters  ascertained  from  an  inspection  of  their  reports? 
A.  It  is  quite  possible  tjiat  that  was  the  case. 

Q.  You  have  not  any  doubt  of  that,  have  you?  A.  I  cannot 
say  that  I  have  not  any  doubt,  Mr.  Hughes. 

Q.  Is  it  not  a  fact  that  the  Weekly  Underwriter  made  criti- 
cisms upon  the  reports  filed  with  the  Department,  and  th^t  the 
Wisconsin  Department  threatened  an  examination,  and  that  in 
consequence  of  the  stir  that  was  thus  occasioned  the  IsTew  York 
Department  made  an  examination?  A.  I  have  a  vague  recollec- 
tion of  something  having  been  published  in  the  Weekly  Under- 
writer, now  that  you  speak  of  it.  I  have  no  recollection  of  any- 
thing in  connection  with  the  Wisconsin  Department.  If  any 
such  letter  was  addressed  to  the  Department,  it  has  entirely  es- 
caped my  memory. 

MK.  HUGrHES :  Will  you  withdraw  for  a  moment,  Mr.  Ap- 
pleton. 

MILES  M.  DAWSON,  resumed. 

BYMK.  HUGHES: 

Q.  Have  you  made  a  calculation  of  the  lapses  reported  by  the 
Washington  Life  in  its  annual  statements  of  1901,  1902  and  1903 
and  of  the  restorations  reported  in  1902,  1903  and  1904?  A.  I 
have. 

Q.  WiU  you  please  state  what  they  were?  A.  This  is  not 
really  a  calculation,  it  is  simply — there  are  some  calculations  in 
it,  but  it  is  simply  taken  from  the  State  reports. 

Q.  Well,  it  is  a  computation  or  summary.  Eead  it,  please. 
A.  On  December  31st,  1901,  the  Washington  Life  reported 
lapses  of  $10,028,232  insurance  in  the  previous  year,  out  of  $77,- 
505,887  aggregate  insurance  in  force  and  written  afterwards. 
This  was  equal  to  about  12  per  cent. 

In  its  report  of  December  31st,  1902,  the  Washington  Life 
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reported  restorations  during  1902  of  $3,616,419  of  insurance, 
amounting  to  about  36  per  cent,  of  the  lapses  of  the  previous 
year. 

In  the  same  report,  December  31st,  1902,  the  Washington  Life 
reported  lapses  of  $9,916,088  out  of  $73,816,680  total  in  force 
January  1st,  and  written  during  the  year,  which  lapses  are  equal 
to  about  13i  per  cent,  of  that  total. 

On  December  31st,  1903,  the  Washington  Life  reported  restora- 
tions during  1903  of  $6,418,432,  which  was  about  65  per  cent,  of 
the  lapses  of  the  previous  year. 

In  the  same  report  it  gave  lapses  for  1903  as  $8,881,Y47  out  of 
a  total  of  $80,479,579  in  force  January  1st,  and  written  during 
the  year,  equal  to  about  11  per  cent.  On  December  31st,  1904, 
it  reported  restorations  during  1904  of  $2,433,075,  or  about  25 
per  cent,  of  the  lapses  of  1903. 

Q.  Sow  did  those  percentages  of  lapses  and  restorations  com- 
pare with  percentages  of  lapses  and  restorations  shown  by  other 
companies  ?  A.  I  looked  into  the  Equitable  and  the  Mutual. 
The  lapses  of  1901  of  the  Washington  Life  were  twelve  per  cent, 
of  the  total  I  mentioned.  The  Equitable  was  four  per  cent.,  the 
Mutual  four  and  three-fourths  per  cent. 

Of  the  restorations  in  1902,  the  Washington  Life  reported 
thirty-six  per  cent,  of  the  lapses  restored,  the  Equitable  thirteen 
per  cent.,  and  the  Mutual  three  per  cent. 

The  Washington,  on  an  enormously  smaller  business,  report 
$3,316,419  of  restoration,  while  the  Mutual  only  reported  $1,- 
975,879.  In  the  same  year  the  Washington  lapses  were  thirteen 
and  one-half  per  cent,  of  the  total  as  given,  the  Equitable  three 
and  one-tenth  per  cent.,  the  Mutual  five  per  cent. 

The  following  year,  1903,  the  Washington  restorations  as  re- 
ported were  sixty-five  per  cent.,  the  Equitable  four  and  a  half 
per  cent,  the  Mutual  three  and. one-half  per  cent.  The  Washing- 
ton lapses  as  reported  were  eleven  per  cent,  of  their  total,  the 
Equitable  three  and  two-thirds  per  cent.,  the  Mutual  Life  Insur- 
ance Company  four  and  three-tenths  per  cent. 

HEISTET  D.  APPLETON,  resumed: 
BY  ME.  HUGHES: 

Q.  Now,  Mr.  Appleton,  in  view  of  those  reports  made  by  the 
Washington,  of  lapses  and  restorations  for  a  series  of  years,  it 
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is  quite  evident  that  the  matter  demanded  an  examination,  is  it 
not?  A.  It  would  appear  as  though  an  examination  would  have 
been  proper. 

Q.  And  when  you  did  examine,  you  found,  as  reported  by  the 
Superintendent  or  the  Chief  Examiner,  I  have  forgotten  which, 
that  there  had  been  gross  irregularities  ?    A.  Yes. 

Q.  In  the  manner  in  which  they  had  dealt  with  lapses  and 
restorations  ?  A.  I  think  that  was  set  forth  in  Mr.  Vanderpoel's 
report.  ' 

Q.  During  the  years  that  these  facts  were  appearing  in  the 
report  of  the  Washington  Life,  what  was  being  done  in  the  In- 
surance Department  with  reference  to  an  analysis  of  their  report  ? 
A.  N"othing  to  my  knowledge,  sir. 

Q.  What  about  the  assurance  that  your  statistician  would  in- 
variably call  to  your  attention  whatever  demanded  criticism. 
A.  I  do  not  think  that  our  statistician  ever  went  into  that  branch 
of  the  business.    When  I  say  statistician 

Q.  Well,  he  ought  to,  should  he  not?    (No  answer.) 

Q.  Did  you  depend  upon  him  to  make  such  suggestions  as 
might  be  pertinent  in  regard  to  such  facts?  A.  I  do  not  think  he 
should  carry  that  burden,  no  sir. 

Q.  Who  is  the  man  who  should  carry  it?  A.  I  don't  know 
A\Iio  should  carry  it. 

Q.  Is  there  any  man  who,  under  your  system,  had  put  upon 
him  the  burden  of  finding  out  whether  companies  were  making 
improper  reports  of  lapses  and  restorations?     (No  answer.) 

Q.  You  surely  do  not  mean  that  the  New  York  Insurance 
Department  should  wait  for  the  Weekly  Underwriter  to  discover 
it?    A.  I  do  not  think  so. 

Q.  Who  had  the  business  of  discovering  it?  A.  Well,  generally 
speaking,  it  is  supposed  that  the  examining  department  is  keeping 
in  touch  with  the  companies. 

Q.  What  do  you  mean  by  the  examining  department?  A.  I 
mean  the  New  York  ofiice  of  the  Department. 

Q.  I  thought  they  attend  to  things  which  you  refer  to  them, 
which  the  Albany  Department  refers  to  them?  A.  Oh,  no;  not 
at  all.  The  New  York  office  of  the  Department  is  an  adjunct ; 
]the  two  offices  work  in  harmony  with  each  other. 

Q.  WeU  there  was  harmonious  inactivity  in  this  case?  A. 
Apparently. 
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Q.  How  do  yon  account  for  it?  A.  I  cannot  account  for  it, 
Mr.  Hughes. 

Q.  Was  there  not  some  one  in  the  Albany  Department  who 
ought  to  have  found  that  out?  A.  "Well,  there  was  nobody  who 
did  find  it  out. 

Q.  I  am  quite  aware  of  that,  but  I  want  to  find  out  who 
should  have  found  it.     A.  "Well,  I  cannot  answer  the  question. 

Q.  You  say  you  referred  the  reports  to  the  statistician,  and 
you  relied  upon  him  to  call  your  atention  to  what  was  signifi- 
cant. Now,  do  you  still  stand  by  that,  that  it  was  his  duty  to 
call  your  attention  to  this,  for  certainly  this  was  significant?  A. 
I  cannot  put  that  burden  on  Mr.  Crippen's  shoulders,  because 
Mr.  Orippen  is  not  entitled  to  it.  "When  I  said  that  Mr.  Crippen, 
as  statistician,  should  report,  I  meant  the  general  details  of  the 
statement.  Mr.  Orippen  is  not  an  actuary,  .and  I  think  that  the 
Consulting  Actuary  of  your  Committee  would  state  that  that 
would  be  a  question  which  would,  naturally  come  from  an  actuary. 

Q.  Then  it  was  a  question  which  naturally  ought  to  be  raised 
by  the  actuary?  A.  The  actuary  of  the  Department  has  never 
gone  over  the  statement;  he  has  never  been  accustomed  to. 

Q.  That  is  an  important  statement.  Does  the  actuary  of  the 
Department  ever  go  over  the  statements?  A.  The  actuary  of 
the  Department  never  goes  over  the  annual  statements,  except 
in  the  cases  of  examinations. 

Q.  Does  any  consulting  actuary  go  over  it?  A.  "We  have  no 
consulting  actuary. 

Q.  Does  any  assistant  actuary  go  over  it?  A.  Nobody  goes 
over  the  statements  from  an  actuarial  standpoint,  except  at  the 
time  of  examinations.. 

Q.  Then  Mr.  Crippen  as  a  mere  statistician  should  not  have 
gone  over  it,  with  a  view  to  discovering  it  ?  A.  Not  at  all.  Mr. 
Orippen  is  not  responsible. 

Q.  Then  this  could  have  gone  on  until  the  crack  of  doom  if 
I  do  not  think  it  would  have  gone  until  the  crack  of  doom. 

Q.  Well,  until  the  crack  of  an  examination?  A.  Well,  until 
the  crack  of  an  examination,  yes. 

Q.  And  that  would  not  have  come  about  unless  there  was 
something  irregular  suggested?  A.  Yes,  we  have  got  a  system — 
not  a  periodical  examination,  but  companies  are  supposed  to  be 
examined  within  certain  definite  periods. 

Q.  Within  what  periods?  A.  Usually  not  going  over  three 
or  four  years.  • 
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Q.  Then  why  has  not  the  Provident  been  examined  since 
1897?     A.  Why  has  not  the  Provident  been  examined  since  1897? 

Q.  Yes.  A.  I  will  state  that  the  reason  the  Provident  has  not 
been  examined  since  1897,  as  I  understand  it,  is  because  it  was  ex- 
amined by  the  Department  of  Tennessee  and  the  Department  of 
Kentucky,  and  during  the  time  of  that  examination  certain  com- 
plaints were  made  to  our  department  about  the  Provident,  and 
Mr.  Hunter,  Deputy  Superintendent,  who  has  the  immediate 
charge  of  examinations,  Mr.  Vanderpoel  being  the  Chief  Exam- 
iner, gave  attention  to  the  examinations  being  conducted  by  those 
two  other  States  and  satisfied  himself  that  those  complaints  were 
being  considered,  and  owing  to  the  pressure  of  work  that  we  had 
upon  us,  we  have  not  reached  the  Provident. 

Q.  And  you  do  endeavor  as  a  rule  to  make  an  examination  aboul- 
once  in  three  years?.  A.  ITot  as  often  as  that,  I  think  the  record 
will  show  about  once  in  four  years. 

Q.  So  in.  course  of  time  there  would  have  come  an  examination 
of  the  "Washington?  A.  In  course  of  time  there  would  have  come 
an  examination. 

Q.  Now,  I  show  you  certain  papers  purporting  to  be  descrip- 
tions of  policies  and  obligations  of  the  Washington  Life,  and  f 
would  ask  you  if  the  Department  at  Albany  does  not  keep  schedules 
of  this  description  in  which  the  restorations  are  entered?  A.  That 
question  you  will  have  to  ask  the  actuary,  Mr.  Hughes.  That  i-; 
something  I  know  nothing  about.     The  actuary's  department. 

Q.  Then  you  do  not  know  whether  the  actuary  has  in  the  nature 
of  things  to  go  over —  A.  I  know  nothing  about  the  actuary's 
department. 

Q.  Pardon  me — ^to  go  over  the  statements  of  restored  policies 
and  enter  them  up,  so  that  the  present  values  can  be  ascertained 
and  verified?  A.  I  cannot  give  you  any  detailed  information  at 
all  about  the  actuary's  department. 

Q.  Is  not  your  acquaintance  with  the  methods  of  the  Insurance 
Department  sufficient  to  enable  you  to  state  that  it  would  be  the 
duty  of  the  actuary  to  go. over  the  statements  of  the  company,  to 
verify  their  policy  valuations,  their  statements  of  liabilities,  on 
account  of  their  outstanding  risks,  and  such  matters  as  might  prop- 
erly fall  to  an  actuary's  notice  ?  A.  Mr.  Hughes,  the  actuary  of 
the  department  does  value  the  policy  obligations,  at  the  close  pi 
each  year,  and  his  figures— he  checks  all  of  the  figures  that  go 
into  the  annual  statements  that  are  published.  His  method  of 
making  his  valuation,  I  know  nothing  about  at  all. 
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Q.  Blut  apart  from  his  method  of  making  valuations  there  can 
be  no  doubt  of  the  fact  that  he  has  to  go  over  the  policies,  or 
rather  the  records  and  determine  what  the  value  should  be?  A. 
Why,  he  has  to  take  a  seriatim  valuation  of  all  the  policies. 

Q.  How  can  he  do  that  without  taking  cognizance  of  the  lapses 
and  restorations  ?  A.  Well,  you  will  have  to  ask  Mr.  Patterson, 
Mr.  Hughes. 

Q.  Are  reports  made  to  the  New  York  office  by  the  companies  ? 
A.  Reports? 

Q.  Statements,  annual  statements  ?    A.  No. 

Q.  They  are  made  to  the  office  at  Albany?  A.  They  are  made 
to  the  office  at  Albany. 

Q.  Are  the  annual  statements  audited  or  inspected  or  examined 
at  the  'New  York  office  ?  A.  The  annual  statements  are  always  in- 
spected at  the  Albany  office. 

Q.  Is  there  any  actuary  at  the  New  York  office  to  verify  the 
statements,  and  annual  statements  of  the  companies?  A.  In  the 
course,of  examinations,  when  Mr.  Vanderpoel  is  making  an  examin- 
ation, if  he  requires  the  services  of  an  actuary,  he  usually  has  Mr. 
Eiefer,  the  assistant  actuary 

Q.  Well,  some  t)ne  comes  down  ?     A.   Some  one  comes  down. 

Q.  My  question  was  whether  there  is  some  one  who  is  located 
here  ?    A.  No,  there  is  no  actuary  at  the  New  York  office. 

Q.  Unless  .there  is  an  examination  in  progress  or  anticipated, 
the  New  York  office  has  not  any  data  from  which  it  can  get  in- 
formation regarding  such  a  matter  as  I  have  called  attention  to, 
,  in  the  case  of  the  Washington  Life  ?     A.  No,  sir. 

Q.  Now,  you  were  at  one  time  an  examiner,  were  you  not  ?  A. 
I  never  was  an  examiner. 

Q.  Did  you  ever  make  an  examination?  A.  Oh,  I  made  a 
few  examinations,  yes. 

Q.  Did  you  Eiake  the  examination  of  the  Mutual  Reserve  at  one 
time?    A.  I  did,  in  1895. 

(Handing  paper.) 

Q.  And  this  is  your  report  in  the  published  report  of  that  ex- 
amination under  date  of  March  15th,  1895  ?  A.  That  is  my  re- 
port. 

Q.  Now,  was  that  report  published  as  you  originally  prepared 
it?     A.  That  report  is  published  as  I  originally  prepared  it. 

Q.  Your  report  as  you  originally  prepared  it  then  was  accepted 
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in  other  words  was  not  altered  by  you  before  it  was  sub- 
mitted? A.  The  report  was  not  altered  by  me — ^was  not  altered 
after  I  submitted  it ;  no,  sir. 

Q.  Weil,  did  you  at  any  time  when  it  was  in  the  course  of 
preparation  change  it  to  meet  the  wishes  of  the  department?  A. 
During  the  preparation  of  that  report,  Mr.  Hughes,  there  was  a 
question  that  arose  regarding  the  so-called  bond  statement  of  the 
Mutual  Reserve.  They  had  provided  in  their  original  by-laws 
for  what  they  called  a  quinquennial  bond  at  the  end  of  each  five 
years.  They  made  a  change  in  their  by-laws  so  that  the  executive 
officers  could  make  distributions  as  they  saw  fit  and  they 
saw  fit  to  issue  what  they  called  a  bond  statement.  I 
got  it  in  my  head  that  the  bond  statements  meant .  some- 
thing and  the  matter  was  placed  in  the  hands  of  the  de- 
partment's counsel  James  C.  Spencer.  My  first  report  as  I  put  it 
up  was  based  on  bond  statements  as  a  liability.  My  second  report 
as  I  put  it  up  was  based  upon  bond  statements  as  a  liability  at  their 
then  value — their  discounted  value.  My  latest  report  was  based  on 
bond  statements  as  set  forth  in  Mr.  Spencer's  decision.  If  you  will 
read  my  report — I  know  I  took  no  responsibility  for  the  bond 
statements.  I  simply  said  that  the  bond  stateijients  are  not  in- 
cluded as  liability  under  the  advice  of  the  Department's  counsel. 

Q.  Well,  you  adhered  to  your  original  opinion?  A.  I  think  in 
my  original  opinion  to  a  measure  was  justified  later  on. 

Q.  Yes,  by  the  events. 

Q.  And  if  this  bond  statement  had  been  put  ia  as  liabilities  at 
that  time  what  would  have  been  the  consequence?  A.  Well, 
there  would  not  have  been  any  Mutual  Eeserve. 

Q.  They  would  have  had  to  raise  their  rates  pretty  soon, 
wouldn't  they?  A.  They  had  to  raise  the  rates  as  the  result  of 
that  report  anyway. 

Q.  Anyway,  but  it  would  have  put  them  in'a  position  where 
they  would  have  had  to  do  business  on  a  different  basis  or  go  out 
of  business?  A.  I  might  add  here  that  the  bond  statements  were 
considered  at  the  next  examination  as  not  a  liability  after  giving 
due  and  deliberate  careful  consideration  to  it  and  the  representa- 
tions made  by  their  counsel.  You  will  find  that  in  Mr.  Payn's 
report,  his  first  report,  he  discusses  the  bond  statement  and  gives 
his  reasons  for  not  carrying  them  as  a  liability.  Then  the  next 
report  where  the  justification  comes  ig  where  the  examiners  dis- 
cover that  the  bond  statements  which  were  the  first  ones  that  had 
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matured  were  accepted  by  the  corporation  as  a  premium  payment, 
some  104,000  of  ttem,  as  I  rememter  it. 

Q.  So  that  the  order  of  events  is  you  first  thought  they  shojild 
be  a  liability,  and  eventually  continued  to  think  so;  that  the  De- 
partment's counsel  advised  they  should  not  be  treated;  that  that 
was  the  attitude  of  the  Insurance  Department  at  that  time;  that 
then  in  1893  that  attitude  was  again  taken  and  in  1899  the  De- 
partment discovered  that  these  bond  statements  which  had  not 
been  treated  as  a  liability  were  availed  of  as  a  means  of  premium 
payments?  A.  And  then  the  Department  did  not  recognize  them 
as  a  liability — then  the  Department  stated  that  this  was  a  misap- 
propriation of  funds  or  misuse  of  funds — I  forget  the  exact  phrase- 
ology and  sent  the  report  to  the  Attorney  General. 

Q.  Well,  what  I  was  getting  at  was  back  there  at  the  time  when 
you  originally  put  yonr  finger  upon  the  importance  of  these  bond 
statements  being  treated  as  a  liability  after  you  had  prepared  your 
report  on  that  basis  you  acquainted  the  Superintendent  with  your 
conclusions,  did  you  not?     A.  I  did. 

Q.  Who  was  Superintendent  at  that  time?  A.  Mr.  James  F. 
Pierce. 

Q.  And  did  he  then  employ  Mr.  Spencer?  A.  Mr.  Spencer 
was  the  counsel  of  the  Department  at  that  time. 

Q.  Did  he  then  refer  the  matter — ^the  matter  was  referred  to 
Mr.  Spencer. 

Q.  And  Mr.  Spencer  came  in  with  the  opinion  that  you  have 
stated?     A.  Mr.  Spencer  arrived  at  the  conclusion. 

Q.  You  were  in  a  position  where  it  was  necessary  to  re 
write  your  report  or  that  _part  of  it  ?  A.  Just  change  the  fig- 
ures in  that  particular. 

Q.  To  meet  Mr.  -Spencer's  conclusions  ?    A.  Yes,  sir. 

Q.  Now,  did  you  change  your  report  in  any  other  respect  in 
1895  ?  A.  'No  other  respect  to  my  recollection.  That  was  the 
only  mooted  question  —  yes,  there  was  one  other  question  and 
I  asked  advice  on  it. 

Q.  What  was  that?  A.  I  asked  advice  on  their  leasehold, 
how  I  could  carry  it  and  counsel  held  it  was  real  estate;  I  fol- 
lowed his  advice. 

Q.  That  was  Mr.  Spencer.  Is  that  in  his  opinion  that  is 
part  of  this  record  ?  A.  I  think,  that  'there  is  a  reference  there 
to  it.  Here  you  are,  Mr.  Hughes  (showing  counsel  book) — 
the  last  sentence. 
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Q.  You  refer  me  to  a  sentence  in  your  report  under  date  of 
March  15,  1895,  as  follows — after  stating  the  amount  invested 
in  the  leasehold  of  the  Mutual  Reserve —  "  This  investment  is 
recognized  as  an  admitted  asset  for  $408,296.60'  in  accordance 
with  the  views  of  the  Department's  counsel  ? "     A.  Yes. 

Q.  That  was  Mr.   Spencer?     A.  That  was  Mr.   Spencer. 

Q.  Did  you  consider  at  that  time  the  advisability  of  charg- 
ing the  Mutual  Eeserve  the  25  per  cent,  that  was  referred  to  in 
its  policies  as  a  contract  reserve?  A.  I  considered  it  but  I  did 
not  think  that  we  could  charge  that  twenty-five  per  cent. 

Q.  Why  not?  A.  Well,  it  is  a  long  while  ago,  Mr.  Hughes; 
I  looked  at  it  very  carefully;  I  talked  the  matter  over  with  Mr. 
Patterson ,  and  all,  and  I  thought  the  way  I  put  up  the  report 
was  fair  to  the  company,  and  fair  to  the  Department.  I  can- 
not give  you  all  the  details  of  that  now. 

Q.  You  understood  that  the  company  had  contracted  that  a 
certain  amount  of  money  should  be  set  aside  as  the  reserve,  that 
is  a  certain  percentage?  A.  It  is  pretty  hard  to  state  just  what 
that  company  ever  contracted  to  do  with  their  by-laws  from  the 
very  beginning. 

Q.  And  that  raises  the  inquiry  in  my  mind  as  to  what  super- 
vision the  Department  exercised  with  reference  to  the  policies 
of  the  company  and  the  policies  as  read  by  reference  in  connec- 
tion with  their  by-laws  ?  A.  Their  policies  always  —  every  pol- 
icy they  ever  wrote  the  by-laws  were  made  a  part  of  the  pdlicy 
contract. 

Q.  Did  you  approve  these  policy  forms  ?  A.  I  never  approved 
of  those  policy  forms.  I  never  approved  or  disapproved  of  any 
policy  forms.     We  never  approve  of  any  policy  forms. 

Q.  Do  you  ever  make  any  suggestions  to  a  company  as  to  the 
propriety  of  their  retaining  ambiguous  clauses  in  the  policies? 
A.  We  have  been  insistent  in  the  case  of  some  of  the  assessment 
companies  that  they  should  put  in  clearly  their  safety  clause 
provision. 

Q.  You  have  known  very  well  that  you  by  intimating  your 
wishes  in  regard  to  matters  of  that  sort  could  have  consider- 
able influence  —  when  you  say  you,  I  mean  the  Department? 
A.  Well,  Mr.  Hughes,  thcie  are  about  as  near  as  I  can  tell  jou 
about  500  different  forms  of  policy  contracts.  You  can 
imagine  what  an  undertaking  it  would  be  to  try  to  review  all 
those  forms  of  contracts.     Xow  these  forms  of  policies  —  all  of 
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the  forms  of  policies  of  the  regular  life  companies  I  am  talking 
about  now  are  filed  with  Mr.  Patterson,  and  they  are  essential  to 
him  anyway  that  he  may  make  up  his  proper  tables  for  valuation. 
The  Department  has  never  since  I  have  been  in  it  undertaken  to 
review  the  policy  contracts  of  the  corporations. 

Q.  You  may  of  course  find  in  a  number  of  cases  that  it  was 
unnecessary,  but  then  again  you  might  find  it  very  important? 
A.  Will  you  allow  me  to  make  a  suggestion  right  here.  The 
same  condition  existed  as  to  the  fire  companies  —  multiform 
policy  contracts  and  the  Legislature  made  a  standard  fire  policy. 

Q.  You  think  there  ought  to  be  standard  forms  of  life  pol- 
icies?   A.  I  do  think  it  would  be  a  great  advantage. 

Q.  How  long  has  that  been  your  opinion?  A.  For  several 
years. 

Q.  And  have  you  suggested  to  the  Superintendent  in  his  report 
he  should  memorialize  the  Legislature  with  reference  to  that 
amendment?  A.  I  think  the  Superintendent  has  that  under  con- 
sideration.   I  cannot  answer  that  question. 

Q.  I  mean  in  prior  years  when  you  have  had  that  in  mind? 
A.  No,  that  has  never  been  a  department  suggestion  to  the 
Legislature.' 

Q.  In  taking  up  the  Mutual  Reserve  for  examination  in  1895 
did  you  consider  the  rates  that  they  were  charging  at  that  time? 
A.  No. 

Q.  Did  any  one  in  the  Department  consider  the  sufiiciency  of 
the  rates?  A.  No.  The  question  of  rates  was  not  passed  upon 
at  all. 

Q.  Did  it  occur  to  anyone  in  the  Department  that  they  could 
not  continue  definitely  to  do  business  at  those  rates?  A.  "We 
called  attention  in  the  report  in  a  general  way_to  the  excess  mor- 
tality and  excess  expenditures  over  a  certain  class. 

A.  Was  it  not  patent  to  the  Department  that  they  could  not 
continue  to  do  business  at  the  rate  they  were  then  charging? 
A.  That  is  carrying  me  back  a  long  way.  I  do  not  recollect  the 
details  about  it. 

Q.  This  company  has  been  so  familiar  to  the  Department? 
A.  Yes,  it  has  been  somewhat  familiar.  ; 

Q.  I  thought  you  might  possibly  recall  some  of  the  stages  — 
A.  I  do  not.     I  cannot  answer  that  question. 

Q.  Which  you  reached  in  jo'nr  consideration.  Well,  if  the 
Department  at  that  time  had  insisted  upon  charging  the  com- 
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pany   with   tlie  contract   reserve A.  "We   could   not   have 

charged  them  with  the  cantract  reserve. 

Q.  Why  not?  Why  could  not  you  charge  them  with  any  re- 
serve they  had  contracted  to  maintain  just  as  well  as  you  could 
charge  them  with  the  reserve  the  law  said  they  should  maintain? 
A.  If  they  had  a  contract  reserve,  that  is  the  question. 

Q.  If  they  had  been  charged  vsdth  a  contract  reserve  assuming 
to  he  such,  that  would  have  forced  at  a  very  early  date  the  main-' 
tenance  of  proper  rates,  and  saved  a  great  deal  of  disappointment 
to  policyholders,  would  it  not?  A.  As  long  as  you  are  going  into 
the  contract  reserve,  I  should  not  want  to  undertake  to  pass  any 
opinion  on  a  question  of  that  kind  without  consulting  with  Mr. 
Patterson. 

Q.  We  have  had  —  and  I  am  assuming,  of  course,  familiarity 
with  the  evidence  to  a  certain  degree?     A.  I  have  not  watched  it. 

Q.  We  have  had  a  good  deal  of  evidence  as  to  the  insufficiency 
of  the  rates?  A.  The  insufficiency  of  the  rates  is  set  forth  in  the 
1894  report,  Mr.  Hughes,  and  the  result  of  it  was  they  had  to  in- 
crease their  rates. 

Q.  Let  us  see  about  that.  It  is  substantially  summarized  right 
in  there,  the  results  —  that  whole  paragraph  (indicating).  And 
that  shows  the  insufficiency  of  rates,  and  the  result  of  that  was  the 
increasing. 

Q.  You  refer  to  the  fact  that  the  board  has  power  to  change  the 
rates?  A.  Yes,  the  board  has  power  to  change,  the  rates;  they  had 
changed  -the  rates,  and  the  result  of  insufficient  rates  that  that 
class  of  membership  got  so  much  money. 

Q.  But  the  insufficiency  of  rates,  ai^d  the  consequence  of  con- 
tinuance of  business  along  the  same  line  was  not  discussed?  A. 
That  is  a  defect,  if  anything,  that  is  a  defect  of  the  law.  There 
is  nothing  in  the  law  that  fixes  any  rates  for  these  assessment  asso- 
ciations,  sir. 

Q.  You  think  that  is  a  defect  in  the  law?    A.  I  do. 

Q.  Why  has  that  not  been  brought  to  the  attention  of  the  Legis- 
lature? A.  It  has  been  brought  to  the  attention  of  the  Legisla- 
ture. 

Q.  In  the  reports  of  the  Superintendent?  A.  In  the  report  of 
the  Superintendent.  If  you  will  look  at  the  report  of  the  Superin- 
tendent of  1898  you  will  find  it  fully  discussed. 

Q.  Has  it  been  discussed  since  that  time  and  presented  to  the 
Legislature?    A.  I  cannot  answer  that  question. 
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Q.  Have  any  bills  been  prepared  for  introduction?  A.  There 
was  a  bill  prepared  in  1898  and  introduced. 

Q.  And  what  became  of  it?  A.  It  did  not  get  any  further,  I 
guess,  than  introduction. 

Q.  Did  the  Superintendent  renew  his  efforts  later,  or  was  the 
matter  dropped  there?  A.  I  don't  think  there  has  been  any  effort 
along  that  same  line.  There  has  been  another  effort  to  estop  fur- 
ther incorporations  that  came  along,  that  is  to  repeal  the 'law  per- 
mitting them  to  incorporate.  We  have  had  that  up  for  several 
years —  I  don't  know  in  that  connection,  but  that  memorandum 
may  be  of  some  interest  to  you.    (Handing  counsel  papers.) 

Q.  This  is  a  memorandum  by  the  Insurance  Department  pre- 
sented to  the  State  Senate  Cbmmittee  on  Insurance,  March  9tli, 
1905 — an  act  to  amend  the  insurance  law  in  relation  to  life  and 
casualty  insurance  companies  upon  the  co-operative  or  assessment 
plan,  being  Assembly  Bill  715.    I  will  mark  that  for  identification. 

THE  WITNESS :  I  will  say  in  connection,  while  that  memo- 
randum favored  the  non-incorporation  of  any  more  assessments  only 
resulted  in  getting  a  bill  out,  the  limitation  of  expense  which  you 
discussed  somewhat  yesterday.  Now,  the  limitation  of  expense — 
a  good  feature  of  that  is.  no  new  companies  can  start  under  it  be- 
cause we  know  that  no  new  company  can  make  an  expense  of  35 
per  cent. 

(Paper  marked  Exhibit  No.  861  for  identification.) 

Q.  We  have  in  evidence  here  illustrations  of  companies  starting 
on  what  has  practically  been  considered  to  be  a  false  basis,  with 
insufficient  rates,  running  for  a  time — their  policyholders  expect- 
ing that  rates  would  remain  about  the  same.  Then  compelled  to 
increase  rate,  compelled  to  put  liens  upon  their  policies,  a  general 
misunderstanding  by  the  policyholders,  dissatisfaction,  complaint, 
&c.  Now,  what  I  want  to  know  is  what  has  the  Insurance  Depart- 
ment that  has  been  receiving  reports  from  these  companies  year 
after  year  and  is  equipped  with  an  actuarial  staff,  been  doing  to 
point  out  to  the  public  and  to  the  Legislature,  the  sure  results  of  the 
methods  of  business  which  these  companies  had  adopted?  A.  I'he 
Insurance  Department  has  discussed  this  matter  assessmentism,  its 
defects  and  everything,  in  its  various  reports  for  a  number  of 
years.   This  memoranda  all  relates  to  it.   (Handing  counsel  papers.) 

Q.  What  is  this  you  show  me  now?  A.  That  is  from  the  text 
of  the  Superintendent's  report. 
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Q.  Of  what  year?     A.  Beginning,  I  think,  with  1898. 

Q.  And  the  first  one  you  show  me  of  the  first — how  many  pages 
is  that  of  1898?  A.  There  seems  to  be  some  twelve  pages  there. 
Then  1899  ^xe  have  later  on  summarized  this  by  condensing  this. 

Q.  Let  me  see  what  you  have.  How  much  of  it  is  1898  — 
about  twelve  pages?  A.  About  twelve  pages,  and  it  is  all  more 
or  less  summarized  in  the  brief  before. 

Q.  Have  yoii  taken  up  particular  companies  and  pointed  out  the 
defects  in  their  methods,  that  is,  for  example,  one  of  the  compa- 
nies that  we  have  mentioned — did  you  take  up  its  report,  the  state 
of  its  business,  its  rates  and  everything  and  call  to  public  attention 
the  difiiculties  that  were  sure  to  be  encountered  if  they  continued? 
A.  Never  particiTl arizing  for  any  company.  In  one  of  these  re- 
ports you  will  find  a  series  of  examinations  of  all  companies  and 
the  results  of  their  financial  showing;  but  to  any  particular  com- 
pany and  its  rates,  the  discussion  of  the  rates  and  the  deficiency 
is  done  in  general  terms ;  but  there,  for  instance  —  that  was  in,  I 
think,  1898,  we  went  to  work  and  examined  all  of  these  compa- 
nies and  gave  a  summarization  of  their  financial  condition. 

Q.  That  summary  you  refer  to  was  a  summary  of  assets  and 
liabilities?     A.  A  summary  of  assets  and  liabilities. 

Q.  But  you  do  not  make  an  analysis  of  the  situation  of  a 
particular  company?    A.  No,  sir;  that  has  never  been  done. 

Q.  Did  you  go  into  the  stipulated  premium  laws?  A.  "Well, 
I  drew  up  a  portion  of  it;  Mr.  Patterson  drew  up  another  portion 
of  it. 

Q.  State  how  that  law  came  to  be  drafted  in  the  Department? 
A.  The  first  general  assessment  statute  was  the  Act  of  1883,  nine 
incorporators  and  fifty  people.  In  1887  it  was  amended  by  Chap- 
ter 285,  making  a  necessary  membership  and  amount  of  insurance. 
In  1902  the  Code  was  passed  and  in  the  Code  was  placed  for  the 
first  time  what  was  called  a  reserve  or  emergency  fund.  That  is 
an  assessment  the  association  must  have  on  hand,  the  result  of  one 
mortuary  call  upon  its  membership.  In  that  same  law  was  the 
provision  that  they  were  liable  for  the  maximum  sum  named  in 
their  contracts.  That  is  Section  210.  Well,  I  had  been  watching 
these  laws  for  a  number  of  years,  had  been  very  much  interested 
in,  them,  it  was  tlie  first  work  I  picked  up  in  the  Department,  and 
I  had  talked  with  all  of  the  men  that  I  met,  talked  with  men  like 
Proust,  and  Eldridge,  and  I  talked  with  Major  Merrill,  and  with  a 
number  of  people,  just  generally  as  you  will  anything  that  you  are 
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interested  in,  and  when  Mr.  Payn  became  Superintendent,  lie  ap- 
pointed me  as  deputy,  talking  about  matters,  I  told  him  I  thought 
if  we  could  get  some  kind  of  a  law  that  would  establish  what  you 
might  call  a  middle  ground,  something  that  would  take  care  of 
the  decent  assessments,  if  there  were  any,  assessment  companies, 
if  there  were  any,  and  let  them  pick  up  their  own  business,  it 
would  be  a  good  feature. 

Mr.  Payn  discussed  the  matter  with  Mr.  Patterson  and  with 
myself  and  he  told  us  to  go  ahead  and  see  what  we  could  do,  and 
we  skeletonized  this  law,  and  after  its  skeletonization  and  after 
we  had  got  it  in  pretty  good  shape,  substantially  a  perfected  bill, 
we  sent  for  the  Security  of  Binghamton,  and  we  sent  for  the  Mu- 
tual Reserve  of  ISTew  York  City  and  presented  the  law  to  them. 
Mr.  Eldridge  expressed  himself  as  being  more  than  delighted  with 
it,  saying  it  was  the  best  thing  he  had  seen,  thought  it  was  a  wise 
piece  of  legislation  and  would  be  very  helpful. 

The  Security  people  were  pleased  with  it.  The  law  was  some- 
what modified  as  the  result  of  the  conference. 

Q.  Did  you  send  for  anybody  else  ?  A.  No  one  else  was  called 
in  at  that  time. 

Q.  How  did  you  happen  to  call  in  those  two?  A.  Well,  we 
happened  to  call  those  two  in  because  they  were  the  two  repre- 
sentative corporations. 

Q.  Those  were  the  two  that  you  expected  would  take  advantage 
of  the  law  ?  A.  We  were  in  hopes  that  some  others  would  take 
advantage  of  the  law ;  in  fact,  it  was  supposed  that  the  Protective 
Life  of  Kochester  would  take  advantage  of  the  law. 

Q.  And  did  you  consult  with  it  ?  A.  Yes,  not  until  the  law  was 
perfected.  It  was  simply  a  case  of  getting  the  law  perfected,  not 
having  too  many  people  in;  but  after  the  law  was  perfected,  the 
Excelsior  people  of  Oxford  went  so  far  as  to  have  an  examination 
to  re-incorporate  under  the  law;  the  Protective  of  Eochester  was 
going  to  re-incorporate  under  the  law,  the  Fidelity  of  Philadelphia, 
the  Minnesota  Mutual  Life  and  the  Hartford  Life  took  advantage 
of  the  law  to  come  in,  all  of  those  companies  having  a  volume  of 
assessment  business,  and  a  certain  percentage  of  old  line  business. 
Since  that  time  the  Fidelity  and  the  Minnesota  Mutual  Life  have 
re-incorporated  as  regular  companies;  the  Hartford  Life  is  still 
here  as  a  stipulated  premium  company. 

Q.  Did  anybody  suggest  to  you  the  advisability  of  drawing  a 
law — such  a  law  ?  A.  ISTo  one  suggested  to  me  the  advisability  of 
drawing  such  a  law — ^no,  sir. 
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Q.  Or  that  a  law  should  be  drafted  ?     A.  No,  sir. 

Q.  You  started  it  yourseK  ?  A.  I  kind  of  started  it  myself — 
that  is,  of  course,  I  didn't  start  it  myself.  When  the  Superin- 
tendent expressed  an  interest  in  it,  and  thought  if  started  would  be 
something  worth  looking  after,  Mx.  Patterson  and  myself  sat 
down,  talked  it  over  and  it  was  put  together,  as  those  things  are. 

Q.  What  was  meant  by  stipulated  premium?  A.  Well,  you 
didn't  want  to  call  it  an  old  line  company,  couldn't  call  it  legal  re- 
serve company,  could  not  call  it  a  level  premium  company;  it  was 
an  attempt  to  get  away  from  assessmentism,  in  other  words,  to 
cover,  Mr.  Hughes,  all  but  that,  the  effort  was  made  in  that  law,  vr,as 
to  put  some  kind  of  a  measurement  on  something  that  had  not  any 
measurement.  The  attempt  that  was  made  in  Section  305  of  that 
law  was  to  put  some  kind  of  valuation  on  assessment  policies, 
something  that  had  not  any  value. 

Q.  Before  we  get  away  from  stipulated  premiums,  how  did  those 
stipulated  premiums  compare  with  old  line  premiums  ?  A.  Why, 
stipulated  premiums  are  not  fixed  by  the  law. 

Q.  1^0,  I  knoAV,  but  in  practice  or  such  practice  as  there  was 
under  the  law  ?  A.  Well,  the  law  contemplated  two  features — the 
law  contemplated  that  the  assessment  companies  as  such  should 
come  in  and  create  this  reserve,  and  if  its  reserve  was  insufficient 
by  the  valuation  as  provided  for  in  305,  that  instead  of  a  man 
being  wiped  out  that  he  would  have  as  much  insurance  protection 
as  his  reserve  accumulation  represented. 

Q.  In  the  line  of  premiums  what  was  contemplated  ?  A.  What 
was  contemplated  in  the  law  was  that  all  the  new  business  would 
be  done  under  306,  would  be  done  as  regular  life  business. 

Q.  Under  306  ?    A.  I  think  it  is  306. 

Q.  Yes,  but  in  the  stipulated  premium  suggestion  you  had  the 
idea  of  a  premium,  which,  so  it  could  be  supplemental,  if  neces- 
sary  ?    A.  Yes. 

Q.  Should  practically  remain  permanent?  A.  Practically  re- 
main permanent,  yes.  What  we  were  looking  For  was  trying  to 
make  something  out  of  nothing. 

Q.  The  company  that  came  in  under  the  law  would  have  a  pre- 
mium which  it  could  expect  to  remain  level,  which  would  be  called . 
a  stipulated  premium  ?    A.  That  is  what  the  expectation  was ;  that 
was  the  hope. 

Q.  And  it  could  sever  itself  from  a  class  which  was  somewhat 
under  criticism  and  maintain  a  rate  of  insurance  which  was  prob- 
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ably  sufficient..  A.  I  want  to  say  now,  Mr.  Hughes,  there  have 
"been  criticisms  of  the  New  York  stipulated  premium  law.  I  am 
not  an  actuaiy,  and  I  do  not  make  pretenses  of  being  one,  but  I 
honestly  believe  that  the  New  York  stipulated  law,  if  it  had  been 
adopted  all  along  the  line,  that  we  would  have  had  something  that 
would  have  done  a  great  deal  of  good ;  but  the  trouble  with  it  was 
that  as  soon  as  we  passed  our  New  York  law  a  lot  of  the  Western 
States ;  for  instance,  Ohio  and  other  States,  passed  so-called  stipu- 
lated premium  laws  which  were  merely  re-enactments  of  their  as- 
6essm.ent  laws, 

Q.  Went  you  a  little  better  ?    A.  They  didn't  go  us  any  better. 

Q.  Or  a  little  worse?  A.  They  went  us  a  little  worse;  they 
took  simply  our  name  and  put  something  under  it  that  was  no 
good  and  the  result  was  the  stipulated  premium  was  killed  by  its 
own  name. 

Q.  Not  anticipating  that  quite  yet,  what  I  wanted  to  get  was 
this,  the  scheme  was  there  should  be  a  premium  charged,  a  sub- 
stantially level  premium,  which  —  by  which  those  known  as  stipu- 
lated premium  companies  had  the  right  to  increase  if  required? 
A.  That  was  the  scheme. 

Q.  So  that  the  companies  that  came  in  under  that  law  would 
have  the  advantage  of  separating  themselves  from  the  general 
class  of  assessment  companies,  and  advertise  they  were  doing 
business  under  the  stipulated  preuiium  basis?     A.  Yes. 

Q.  They  would  do  business  on  a  basis  where  the  premiums 
would  probably  remain  level?     A.  It  was  a  trial. 

Q.  On  the  other  hand  it  would,  have  to  put  up  anywhere 
near  the  reserve  an  old  line  company  would  have  to?  A.  Not 
for  that  kind  of  business,  but  for  the  regular  business  which  we 
were  hopeful  they  would  pick  up  —  we  were  in  hopes  that  all  stip- 
ulated premium  companies  would  in  as  far  as  possible  pick  up  a 
regular  line  of  business. 

Q.  You  are  referring  to  limited  payment  life  ?    A.  Yes,  sir. 
-   Q.  I  am  referring  to  ordinary  life.    A.  Now,  I  want  to  say  that 
on  the  actuarial  side  of  that  law  I  am  not  competent  to  discuss  it. 
The  actuarial  side  of  that  law  as  far  as  it  stands  as  a  department 
measure  is  up  to  Mr.  Patterson,  the  actuary  of  the  department. 

Q.  That  is  a  very  interesting  part  of  the  law.  A.  It  was  the 
desire  of  the  company  to  get  something  —  if  I  may  show  you  that 
text  I  think  you  will  find  it  refers  to  his  recommendation  of  that 
law.  There  is  the  position  of  the  department  for  what  it  is  worth 
on  that  law,  set  forth  from  that  point. 
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Q.  Now,  I  will  read  from  that  —  that  is  the  report  ?  A.  Yes, 
the  stiperintendent's  text  to  the  Legislature. 

Q.  Of  his  report  of  1898  ?  A.  Of  1898,  where  he  recommended 
that  law. 

Q.  Superintendent  Payn?    A.  Superintendent  Payn. 

MR.  HUGHES :  I  will  read  that  part  of  his  recommendation : 
"Along  the  line  of  establishing  a  middle  ground  between  the 
present  Article  II."    That  is  old  line  companies  ? 

THE  WITNESS:    That  is  old  line  companies. 

ME.  HUGHES :  "And  the  present  Article  VI.  of  the  Insur- 
ance Law."     That  is  assessment  companies  ? 

THE  WITNESS :    That  is  assessment  companies. 

MR.  HUGHES :  "  Of  the  Insurance  Law  I  have  caused  to  be 
])repared  a  new  article  to  be  added  in  the  Insurance  Law,  known 
as  Article  X.,  and  have  made  the  present  Article  X.  of  said  law, 
Article  XL  The  new  Article  X.,  relating  to  life  insurance  corpo- 
rations, on  a  stipulated  premium  plan,  has  been  introduced  in  both 
houses  of  the  Legislature.  Under  its  provisions  those  assessment  ' 
insurance  corporations  now  carrying  on  business  on  business  prin- ' 
ciples,  charging  for  the  insurance  furnished  an  amount  commen- 
surate with  the  hazard  pj^sumed,  may  re-incorporate,  and  hereby 
acquire  the  benefits  which  will  follow  an  incorporation  under  an 
article  which  primarily  contains  two  features  now  contained  in 
•  the  present  Article  VI.  of  the  Insurance  Law. 

"  First.  A  requirement  which  necessitates  the  collection  of  a 
sufficient  and  adequate  premium  at  the  time  the  insurance  is  taken. 
(See  Section  304,  Minimum  Premium  of  the  proposed  Article  X.) 

"  Second.  The  creation  and  maintenance  of  a  reserve  fund, 
statutory  in  its  provisions  and  more  closely  complying  with  that 
which  experience  has  demonstrated  as  a  necessary  reserve  to  be 
maintained.  (See  Section  305,  Reserve  Fund  of  proposed  Article 
X.) 

"  In  this  article  protection  will  be  given  to  those  insured  in  such 
corporations,  who  are  called  upon  to  pay  an  extra  premium.  In 
the  event  of  their  failure  to  pay  such  call,  their  policy  will  be 
scaled  down  to  an  amount  such  as  is  necessary  to  make  the  net 
premium  on  the  insurance  remaining  in  force  equal  to  the  reserve 
fund  standing  to  the  credit  of  such  policy.    In  this  proposed  article 
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provision  is  made  for  the  writing  of  limited  payment  policies,  and 
for  the  "writing  of  policies  with  cash  values,  subjecting  corpora- 
tions writing  such  insurance  to  the  maintenance  of  a  proper  and 
adequate  reserve  thereon. 

"  I  s^hall  not  attempt  to  discuss  this  proposed  Article  X.  in  all 
of  its  feature,  and  have  merely  attempted  in  the  above  lirief 
statement  to  bring  out  a  few  of  the  important  provisions  contained 
in  it.  This  article  as  prepared  and  introduced  is  a  departmental 
measure,  and  as  such  has  my  unqualified  approval." 

Q.  The  point  I  desire  to  call  your  attention  to  is  whtit  is  sug- 
gested in  paragraph  two,  relating  to  Section  305,  v.'hich  is  the 
"  creation  and  maintenance  of  a  reserve  fund  statutory  in  its  pro- 
visions and  more  closely  complying  with  that  which  experience  has 
demonstrated  as  a  necessary  reserve  to  be  maintained."  isTow, 
wasn't  it  a  fact  that  the  reserve  required  by  Sectioa  305  w.is  ridicu- 
lously smaller  than  the  reserve  which  experience  hud  shown  AVas 
necessary  to  be  maiiitained?  A.  But  the  reserve  under  305  is  not 
a  commensurate  reserve  in  no  sense  of  the  word.  But  the  reserve 
under  305  has  got  a  reserve  feature  to  it,  and  the  reserve  under 
305  supplements  the  reserve  or  emergency  fund  under  205  of 
Art'de  YI.  The  department  not  for  one  minute  is  going  to  state 
that  is  a  perfect  bill.  It  was  simply  something  that  was  a  better- 
ment of  conditions. 

Q.  Then  what  it  amounted  to  was  that  the  company  could  prac- 
tically represent  itself  as  on  a  level  premium  basis  through  what 
was  called  a  stipulated  premium,  and  get  the  advantage  of  being 
advertised  as  such,  and  not  be  put  to  the  necessity  of  putting  up 
the  legal  reserve  which  level  premium  companies  had  to  put  up? 
A.  That  is  not  fair  Mr.  Hughes.  What  that  law  amounts  to  is 
that  you  have  got  just  what  you  have  been  talking  to  me  about — 
you  have  got  a  rate  established  in  304 — ^you  cannot  write  another 
policy  under  that  law  unless  you  charge  a  sufficient  and  adequate 
rate.  There  is  your  estoppel  from  the  very  thing  you  are  now 
criticising. 

Q.  That  is  admirable.  A.  That  is  a  good  feature  of  the  law. 
Then  305  was  a  makeshift  to  take  care  of  something  that  was  in 
existence  we  had  to  take  care  of.  306  is  something  decent;  that 
is  all  there  is  to  the  law. 

Q.  ISTow  you  have  stated  it  very  well.  I  was  not  complaining 
of  304,  but  I  was  calling  attention  to  the  defect,  of  305,  which 
you  say  was  a  makeshift?    A.  305  was  a  makeshift. 
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Q.  Then  we  probably  agree  in  our  criticisrri  of  that?    A.  Yes. 

Q.  All  right.  Now,  if  that  was-  so,  why  wasn't  it  made  right 
at  the  time  it  was  introduced?  A.  Well,  Mr.  Hughes,  we  thought 
that  was  a  fair  measure.  Now,  I  cannot  discuss  it  any  more  with 
you  than  I  have. 

Q.  Who  is  responsible  for  the  language  of  Superintendent  Payu 
in  that  he  says  that  under  305  the  reserve  fund  will  be  something 
more  closely  complying  with  that  which  experience  has  demon- 
strated as  a  necessary  reserve  to  be  maintained?  A.  More  closely 
complying? 

Q.  Yes,  more  closely — ^I  notice  that  careful  language.  A.  More 
closely  complying. 

Q.  That  would  be  true  of  any  reserve?  A.  I  don't  know 
whether  I  coined  that  phrase  or  whether  Mr.  Patterson  coined  that 
phrase,  or  who  coined  it. 

Q.  When  that  stipulated  premium  law  came  into  effect  it  did 
attract  on  account  of  that  provision  a  good  deal  of  criticism,  didn't 
it?  A.  A  good  deal  of  what ?  That  305  business ?  Oh,  that  law 
has  been  criticised. 

Q.  Then  there  were  companies  in  other  States  that  thought  that  _ 
stipulated  premium  was  such  a  good  idea  that  they  passed  laws 
which  were  even  more  lax  than  that  with  regard  to  reserve?  A. 
Why,  we  were  right  on  the  edge  of  the  time  when  assessmentism 
was  in  disrepute,  and  the  few  assessment  companies  that  had  any- 
thing decent  about  them  were  anxious  to  get  out  of  that  company 
if  there  was  a  possibility  to  do  it  and  the  result  of  it  was  that 
they  succeeded  in  legislatures  in  passing  stipulated  premium  laws 
— for  instance,  they  passed  in  Ohio  a  stipulated  premium  law,  and 
I  thinlc  the  deposit  was  five  thousand  dollars.  Now,  as  I  have 
said,  you  cannot  tell  anything  about  it,  laws  are  always  a  trial  as 
you  know.  All  that  we  tried  to  do  was  to  better  conditions,  we 
ought  not  to  be  criticised  for  doing  that. 

Q.  No.  A.  And  the  department  went  as  far  as  it  thought  it 
could  do  at  that  time,  consistently.  If  there  is  any  one  to  blame 
for  the  absurdities  of  that  law  I  shall  have  to  take  the  responsi- 
bility with  Mr.  Patterson. 

Q.  But  he  is  the  man  to  look  out  for  the  sufficiency  of  the  re- 
serve? A.  Mr.  Patterson  never  claimed  that  there  was  any  suf- 
ficient reserve  on  305. 

Q.  Do  you  know  whether  or  not  he  has  disclaimed  responsi- 
bility for  the  requirement  of  305  as  to  the  reserve?  A.  I  do  not 
think  Mr.  Patterson  ever  disclaimed  responsibility. 
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Q.  Well,  tlie  result  of  the  whole  matter  is  that  there  was  a  good 
way — ^tliat  it  was  a  good  way  for  an  assessment  company  to  lift 
itself  into  a  better  class  ?    A.  'That  is  what  we  wanted  to  do. 

Q.  That  is  if  it  did  not  have  to  put  up  too  much  of  reserve? 
A.  That  is  what  we  wanted  to  do.  We  wanted  in  tlie  first  place 
that  they  should  be  estopped  from  selling  their  insurance  for  noth- 
ing and  in  the  next  place  take  care  of  their  present  insurance  as 
best  they  could. 

Q.  And  the  imitators  of  the  l^ew  York  scheme  made  it  a  little 
easier  than  you  had  ?  A.  The  imitators  made  it  a  little  easier  than 
we  did. 

Q.  You  had  not  made  it  hard  enough  ?  A.  We  had  not  made 
it  hard  enough. 

Q.  The  whole  thing  was  really  in  the  interest  of  the  assessment 
companies,  wasn't  it  ?    A.  I  don't  know.    I 

Q.  I  mean  it  was  in  the  interest  of  the  few  assessment  com- 
panies who  could  comply  with  it  ?  A.  It  was  a  law  that  we  were 
hopeful  would  corral  half  a  dozen  or  a  dozen  of  the  better  assess- 
ment companies,  and  bring  them  in  out  of  the  assessment  camp, 
make  the  thing  better  in  the  line  that  it  would  be  easier  for  the  De- 
partment in  future  legislation  to  get  the  classified  in  different 
classes. 

Q.  How  many  complied  with  it  or  came  in  under  it?  A.  No 
company  ever  complied  with  it  in  this  State  but  the  Security. 

Q.  How  long  did  it  remain  under  it  ?  A.  I  cannot  tell  you ;  I 
think  only  a  couple  of  years. 

Q.  Was  it  contemplated  that  by  going  through  the  "stipulated 
premium  organization  a  company  could  get  into  the  old  line  pre- 
mium class  without  being  organized  as  a  stock  company  ?  A.  It 
was  never  contemplated,  any  act  of  that  kind  at  all.  After  the 
law  was  passed  it  developed. th^t  that  was  a  result,  that  was  inci- 
dent to  the  fact  you  could  have  prior,  from  1890  up  to  1893  — 
yoTi  could  have  jumped  from  six  to  two,  from  assessment  com- 
panies into  old  line;  and  in  1893,  Section  52  was  amended,  and 
by  the  amendment  they  estopped  Section  52  as  available  for 
Article  6. 

Q.  Who  got  that  amendment  ?  A.  It  was  a  happening.  That 
was  all.  If  you  look  through  those  general  statutes  you  will  see 
just  how  the  thing  fell  in.  The  Act  of  1893  was  a  proposition  to 
amend  certain  fees  and  tax  sections,  and  after  that  act  was  pre- 
pared they  amended  Section  52  and  stuck  it  in  the  same  act  and. 
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the  first  section  of  the  Act  of  1893  was  that  none  of  the  sections 
in  this  Act  shall  be  applicable  to  Article  6,  and  in  that  way  the 
thing  got  tied  up. 

Q.  So  that  assessment  companies  after  that  amendment  could 
not  go  under  the  old  line  level  premium  basis  ?    A.  No. 

Q.  Unless  they  were  reorganized  as  stock  corporations?  A. 
That  was  it,  precisely. 

Q.  And  that  remained  the  law  until  1901?  A.  1901;  then  it 
was  opened  up,  and  this  year  it  is  closed  again. 

Q.  Well,  who  opened  it  up  —  how  was  it  opened  up  in  1901  ? 
A.  By  the  Legislature. 

Q.  Who  suggested  that?    A.  I  don't  know. 

Q.  And  how  has  it  become  closed  again?  A.  By  the  recom- 
mendation of  the  Insurance  Department. 

Q.  And  why  is  that?  A.  Because  we  don't  want  to  see  any 
more  assessment  companies  come  in  that  way. 

Q.  How  many  had  gone  in  that  way  ?    A.  One. 

Q.  What  one  was  that  ?    A.  Mutual  Reserve. 

Q.  Why  don't  you  want  to  see  assessment  companies  reorgan- 
ized and  compelled  to  put  up  legal  reserve  and  do  business  on  a 
level  premium  basis?  A.  Because  there  .is  not  a  single  assess- 
ment company  that  has  got  the  size  or  bulk  or  anything  to  war- 
rant it  at  this  time.  There  is  not  an  assessment  company  of  any 
magnitude. 

Q.  Then  they  could  not  do  it  any  way  ?  A.  We  thought  it  was 
just  as  well  to  tie  up  the  law  that  way. 

Q.  If  the  company  is  able  to  do  it,  why  not  let  them  do  it, 
if  an  assessment  company  can  pull  itself  into  shape  and  condi- 
tion that  it  can  maintain  level  premiums  and  have  legal  reserves, 
why  shouldn't  it  be  encouraged  to  do  it  ?  A.  Well,  Mr.  Hughes, 
if  you  sat  at  the  Insurance  Depaytnjent  week  in  and  week  out 
and  read  the  correspondence  that  we  are  receiving  at  the  Depart- 
ment from  people  who  are  policyholders  in  the  Mutual  Eeserve 
who  believed  when  they  went  iiito  the  Mutual  Reserve  after  rein- 
corporation as  a  regular  life  company,  they  were-  getting  all  the 
benefits  of  a  straight  life  policy,  you  would  know  why. 

Q.  Can't  you  make  that  clear  without  losing  the  advantage  of 
the  readjustment  of  the  new  business  ?  A.  You  cannot  make  it 
clear  in  any  way  I  know. 

Q.  Why  did  you  encourage  the  amendment  which  let  the 
Mutual  Reserve  in?    A.  We  did  not  encourage  the  amp.ndmp.nt. 
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It  is  not  a  departmental  measure;  you  will  find  it  is  not  recom- 
mended by  the  Department.  All  tlie  Department's  measures  are 
set  forth  in  the  text  of  the  Superintendent's  report. 

Q.  Did  you  have  any  arrangement  with  the  attorneys  repre- 
senting the  Mutual  Eeserve  as  to  the  method  in  which  oiitstand- 
ing  policies  should  be  valued?  A.  What  do  you  mean  by  ar- 
rangement? 

Q.  I  mean  any  understanding  as  to  what  you  would  favor  or 
oppose?  A.  I  don't  know  of  any  understanding  or  anything  of 
the  kind  in  connection  with  that  legislation. 

BY  THE  OHAIRMAlir: 

Q.  Do  you  remember  whether  the  Department  opposed  that  act, 
Mr.  Appleton?     A.  I  do  not,  Mr.  Armstrong. 

BY  ME.  HUGHES: 

Q.  E'ow  the  amendment  of  1901,  as  I  understand  it,  was  in 
section  52  and  the  concluding  clause  as  it  now  stands  as  follows: 
"  In  the  case  of  any  corporation  organized  under  or  subject  to 
Article  VI.  of  the  Insurance  Law,  which  corporation  has  amended 
its  charter  and  is  now  operating  under  Article  II.  sif  the  Insur- 
ance Law,  all  contracts,  policies  and  certificates  issued  prior  to  its 
reincorporation  shall  be  valued  as  one-year  term  insurance  at  the 
ages  attained  excepting  when  such  contracts,  policies  or  certificates 
shall  provide  for  a  limited  number  of  specified  premiums  or  for 
specified  surrender  values,  in  which  case  they  shall  be  valued  as 
provided  in  Article  II.,  Section  84  of  the  Insurance  Law  "  —  was 
that  amendment  brought  to  your  attention  before  it  was  adopted 
by  the  Legislature  ?     A.  It  was  brought  to  my  attention,  sir. 

Q.  Was  it  submitted  to  the  Department?  A.  Not  to  my  knowl- 
edge. 

Q.  Did  the  Department  express  any  opinion  upon  it  before  the 
Legislature?     A.  ISTot  to  my  recollection. 

Q.  Did  the  Department  know  of  the  fact  that  such  an  amend- 
ment was  before  the  Legislature  ?  A.  That  is  a  question  you  will 
have  to  ask  of  the  Superintendent. 

Q.  You  don't  know  about  that  yourself?  A.  I  don't  know 
about  that  myself. 

Q.  You  don't  know  whether  it  was  opposed?  A.  I  cannot  an 
swer  the  question. 
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BY  THE  CHAIRMAN": 

Q.  Mr.  Applet6n,  has  any  Act  before  the  Legislature  during  the 
last  ten  years  been  passed  of  which  the  Department  has  not 
known?    A.  That  we  have  not  known? 

Q.  What  I  mean  is  you  have  copies  of  all  bills?  A.  We  have 
merely  copies  of  all  bills. 

Q.  Any  Act  relative  to  the  insurance  companies  that  the  De- 
partment has  not  known  about?  A.  Yes.  I  do  not  want  to  say 
not  known  about 

Q.  riled  and  constantly  before  you?     A.  Yes, 

Q.  And  filed?  A.  Yes.  Let  me  say  right  here  it  is  the  policy 
of  the  Department  never  to  express  an  opinion  on  any  insurance 
bill  coming  up  in  either  House,  unless  it  is  a  bill  introduced  by  the 
Department  until  it  may  be  referred  to  the  Department  by  the 
Governor.     You  can  appreciate  very  readily 

Q.  I  understood  you  to  say  you  did  not  know  whether  the  De- 
partment had  knowledge  of  such  bills?     A.  Oh,  no. 

THE  CHAIRMAJST:  You  must  have  had  knowledge  of  it? 

BY  ME.  COX: 

Q.  In  other  words,  the  policy  of  your  Department  is  to  oppose 
any  bill  before  the  Legislature?  A.  It  is  the  policy  of  our  De- 
partment to  favor  or  not  to  oppose  legislation  except  Department 
legislation.  When  legislation  reaches  the  Governor,  if  the  Gover- 
nor refers  it  to  the  Department,  then  the  Department  furr^ishes 
him  with  a  written  memorandum. 

Q.  How  long  has  that  been  the  policy  of  the  Department  ?  A. 
It  has  been  the  policy  of  the  Department  as  long  as  I  have  had 
any  thing  to  do  with  watching  legislation  for  the  last  eight  or  nine 
years. 

Q.  Was  there  any  special  reason  for  that?     A.  Yes,  sir. 

Q.'What  is  it?  A.  If  you  would  introduce  a  bill  and  we  did 
not  agree  with  your  bill,  or  if  somebody  else  introduced  a  bill  and 
we  did  agree  with  the  bill,  the  supposition  might  be  we  were  in- 
terfering with  legislation  and  it  was  the  policy  of  both  our  Chiefs, 
as  far  as  insurance  legislation  was  concerned,  to  keep  their  hands 
off  of  it  in  that  manner. 

BY  ME.  HUGHES: 

Q.  When  was  this  law  passed  which  precludes  assessment  com- 
panies at  the  present  time  from  reorganization  as  old  line  com- 
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panies?  A.  I  think  it  was  passed  this  winter;  I  think  there  was 
an  amendment  passed  for  it  this  winter,  by  one  of  the  Session 
Laws  of  this  year;  I  think  you  will  find  in  the  text  of  this  year's 
report,  a  suggestion  that  this  law  be  repealed,  that  Section  52 
should  be  amended.     Have  you  got  this  year's  fire  report? 

ME.  DAWSON:   No,  not  the  fire  report. 

THE  WITNESS:  Well,  I  think  in  this  year's  fire  report  you 
will  find  that. 

Q.  Then  taking  a  company  like  this  Masonic  Life  Association 
of  Buffalo,  that  has  ledger  assets  of  about  a  hundred  and  sixty- 
two  thousand  dollars,  and  a  total  income  last  year  of  three  hundred 
and  eighty-six  thousand  dollars,  that  company  under  the  Depart- 
mental view  should  not  be  permitted,  under  any  circumstances,  to 
reorganize  as  a  level  premium  company?  A..  That  is  our  view, 
Mr.  Hughes,  yes,  sir. 

Q.  You  keep  them  in  the  assessment  state?  A.  That  is  our 
view.  We  have  arrived  at  it  in  the  way  I  IJave  described  to  you; 
that  is  the  only  one  you  can  pick  out,  I  guess  in  the  reports  of  that 
kind. 

Q.  Do  you  think  it  is  advisable  that  the  assessment  companies 
that  are  not  in  as  flourishing  a  condition,  as  the  Masonic  Life  As- 
sociation should  be  able  to  continue  business  in  their  present  mode  ? 
A.  I  do  not  know;  that  is  one  of  the  serious  questions.  I  don't 
know  how  you  are  going  to  handle  it.  There  are  a  lot  of  people 
in  those  companies  that  have  been  insured  for  years,  absolutely 
without  protection.  That  is  one  of  the  things  for  the  Committee 
to  consider. 

Q.  Do  you  know  whether  Massachusetts  has  taken  any  action 
with  regard  to  such  companies?  A.  I  cannot  answer  about  the 
Massachusetts  Statutes. 

Q.  Do  you  know  whether  they  compel  such  companies,  to  be- 
come old  line  companies  instead  of  prohibiting  them?  A.  I  am 
not  familiar  with  the  Massachusetts  laws  in  that  particular.  There 
was  some  legislative  action  over  there,  but  I  cannot  discuss  it  in- 
telligently. 

Q.  So,  as  the  Department  views  it,  the  assessment  association 
should  be  left?  A.  I  do  not  know  what  else  there  is  to  do  for 
them.    We  tried  to  get  up  a  law 

Q.  And  introducing  new  members  continually  to  add  to  the 
number  of  those  who  eventually  are  sure  to  be  dissatisfied?     A. 
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Now,  Mr.  Hughes,  we  got  up  a  law,  Article  10,  and  we  are  criti- 
cised for  our  Article  10 

Q.  No,  only  for  tlie  makeshift  in  it,  not  for  the  good  parts  of  it? 
A.  If  anybody  will  produce  a  law,  why,  the  Department,  I  am 
sure,  will  be  very  glad  to  have  it. 

Q.  Why  should  you  not  go  a  little  further  than  you  did  in 
Article  10,  and  favor  a  law  which  would  put  assessment  companies 
on  substantially  a  level  premium  basis  with  adequate  reserve? 
What  has  changed  your  view  from  1898  with  regard  to  that 
policy?  A.  Well,  anybody's  view  changes,  as  you  grow  older, 
and  as  you  watch  the  wheels  go  round,  and  watch  the  results. 
You  get  some  kind  of  a  hobby 

Q.  I  asked  you  what  had  changed  your  Adews?  A.  Oh,"  I  don't 
know,  general  experience  and  watching  business^  and  all. 

Q.  Here  is  an  amendment  of  Section  52,  apparently  adopted 
last  year  in  regard  to  the  amendment  of  charters  of  domestic  in- 
surance corporations  (handing  book).     A.  Yes. 

Q.  By  inserting  therein  any  statement  or  matter  which  might 
have  been  originally  inserted  therein.  And  I  am  infoirmed  that 
there  has  been  added  to  that  the  words: 

"And  may  likewise  amend  its  charter  or  certificate  of  incor- 
poration, by  inserting  therein  any  powers,  whicli,  at  the  time  of 
such  amendment,  may  have  been  conferred  by  law  upon  dom.estic 
insurance  corporations,  engaged  in  a  business  of  the  same  general 
character,  or  which  might  be  included  in  the  certificate  of  incor- 
poration of  a  domestic  insurance  company,  organized  under  any 
general  law  of  this  State  for  a  business  of  the  same  general  char- 
acter." 

Are  you  acquainted  with  that?  A.  I  cannot  answer  without 
haying  the  different  laws  before  me,  but  Section  52,  to  the  best 
of  my  recollection,  was  so  amended  as  to  incorporate  in  the  Insur- 
ance Law  that  provision  which  is  now  contained  in  the  Stock 
Corporation  Law.  Under  the  present  Stock  Corporation  Law 
you  have  the  right  to  amend  the  charter  and  get  the  powers  which 
you  could  originally  have  acquired,  and  it  was  deemed  advisable, 
if  it  was  going  to  be  an  insurance  corporation,  to  bring  it  under 
the  Insurance  Law. 

Q.  Who  procured  that  amendment?  A.  I  am  under  the  im- 
pression that  that  amendment  was  a  Departmental  amendment, 
and  introduced  at  the  suggestion  of  the  Attorney-General's  office. 
That  is  the  best  of  my  recollection. 
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Q.  Was  any  insurance  company  interested  in  obtaining  it,  that 
you  know  of?    A.  Not  to  my  knowledge. 

ISAAC  VANDEEPOEL,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Vanderpoel,  did  you  conduct  or  have  charge  of  the 
examination  of  the  Washington  Life  in  1900  ?    A.  I  did. 

Q.  Did  you  at  that  time  make  an  examination  of  the  per- 
centages of  lapses  and  restorations  of  that  company  as  shown 
by  their  annual  statements  ?    A.  I  did  not. 

Q.  That  is  a  matter  which  you  remember  was  commented  upon 
in  the  report  of  the  last  examination?     A.  Yes. 

Q.  And  Mr.  Dawson  a  little  while  ago  gave  evidence  as  to  the 
percentages  of  lapses  and  restorations  from  1901  to  1904.  Now, 
I  am  advised  that  prior  to  1900,  and  to  the  examination  of  that 
year,  there  was  a  very  heavy  percentage  of  lapses  and  restora- 
tions. Did  that  escape  the  attention  of  the  Department  alto- 
gether ?     A.  Yes,  they  had  not 

Q.  In  1900?  A.  Yes,  they  had  not  become  so  abnormal  as 
to  call  our  attention  to  it.  I  think  they  were  done  then  in  a 
more  modified  degree;  still  they  were  abnormal,  but  to  no  ultra 
degree. 

Q.  But  your  attention  was  not  drawn  to  them  ?    A.  No. 

Q.  Is  it  your  practice  in  dealing  with  examinations  to  call  in 
the  actuary  of  the  Department  in  order  to  ascertain  whether  the 
policies  are  valued  properly,  and  whether  there  is  anything  sig- 
nificant in  connection  with  the  reports  of  an  actuarial  nature? 
A.  The  actuarial  work  connected  with  an  examination  is  usually 
the  reading  of  the  registers  of  the  Insurance  Department,  the 
valuation  registers,  with  the  actuary's  registers  of  the  company. 

Q.  Would  this,  in  the  ordinary  course  of  examination,  ever 
have  been  brought  to  your  attention,  if  those  outside  of  the  De- 
partment had  not  raised  the  question  of  undue  lapses  and  resto- 
rations ?  A.  I  think  that  I  noticed  that  the  Washington's  lapses 
as  per  its  annual  reports'  were  growing  very  absurdly  large,  lapses 
and  restorations. 

Q.  So  that  is  a  matter  that  the  Department  does  look  into  on 
examination  ?    A.  Oh,  yes. 

Q.  And  calls  the  actuary  in  for  that  purpose  ?    A.  Oh,  yes. 


4416  Legislative  Insurance  Investigation. 


Q.  Now,  I  have  been  informed  that  at  the  conclusion  of  the 
examination  of  the  Mutual  Life  in  1903  a  certificate  was  issued 
by  the  Superintendent  of  Insurance  in  which  it  was  stated  that 
in  approving  the  report  of  the  Examiner  it  was  fitting  to  note 
tlie  unusual  extent  and  thoroughness  of  the  examination,  and  the 
evidence  which  it  bears  to  the  conscientiousness  and  careful  man- 
agement of  this  institution.  Did  the  report  contain  a  statement 
of  that  description  ?    A.  My  report. 

Q.  This  is  apparently  the  report  of  the  Superintendent  in 
approving  your  report.    A.  Well,  that  was  his  owa  obiter. 

Q.  Then  I  understand  that  your  report  contained  the  follow- 
ing :  "  This  examination  occupied  the  entire  time  of  the  examin- 
ing force  of  the  Insurance  Department  during  a  period  of  nearly 
nine  months,  every  detail  of  the  company's  transactions  being 
subjected  to  scrutiny."  Further,  the  statement  was  made  that 
the  company  had  "  been  managed  in  the  best  interest  of  the 
policyholders,  the  cost  of  whose  insurance  to  them  in  a  purely 
mutual  company  depends  upon  the  intelligent  administration  of 
its  affairs."  Did  you  make  those  statements  in  your  report?  A. 
I  did. 

Q.  And  they  have  been  used  as  an  advertisement  by  the  com- 
pany?   A.  I  suppose  so. 

Q.  But  as  a  matter  of  fact  you  had  not  examined  the  manage- 
ment of  the  institution?    A.  ISTot  beyond  the  evidence  given  here. 

ME.  HUGHES:    That  is  all. 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Dawson,  you  have  examined  the  statement  I  now  show 
you  with  regard  to  the  Provident  Savings  Life  Assurance  So- 
ciety, showing  premiums,  dividends,  expenses,  policies  issued,  gain 
in  insaranee,  amount  of  insurance  in  force,  assets,  liabilities  and 
amounts  paid  policyholders  for  the  years  1894  to  1904,  inclu- 
sive?   A.  I  have. 

Q.  Is  that  statement  correct  according  to  the  annual  reports 
of  that  company  to  the  New  York  Insurance  Department?  A. 
Not  taking  it  with  the  blue  book,  the  life  insurance  blue  book, 
not  with  the  annual  report. 
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Q.  Is  that  Life  Insurance  Year  Book  accepted  as  a  correct 
compendium  of  sucli  data?  A.  Is  ordinarily  regarded  as  entirely 
reliable,  yes. 

ME.  HUGHES:    I  oflfer  this  statement  in  evidence. 

(Paper  marked  Exhibit  No.  852.) 

(Exhi\)it  'No.  852  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  The  result  of  this  table,  Exhibit  No.  852, 
with  regard  to  the  Provident  Savings,  is  as  follov?s: 

With  regard  to  the  showing  of  ten  years,  increase  in 

premiums $1,519,050 

Decrease  in  dividends  to  policyholders 138,959 

Increase  in  expenses 1,101,953 

Increase  in  liabilities 6,213,500 

Decrease  in  surplus 13,180 

Insurance  written  in  ten  years 313,492,627 

Increase  in  insurance  in  force  in  ten  years  only. . . .  .  17,164,410 

Q.  That  would  indicate  that  of  the  $313,000,000  something 
sike  $296,000,000  had  gone  off  the  books?  A.  No,  it  does  not 
indicate  that  quite,  because  they  had  a  very  heavy  lapse  rate  on 
the  business  which  was  in  force  at  the  beginning  of  that  period. 
It  was  on  old  'increasing  rates.  It  indicates  that  is  all  they 
gained  while  they  were  writing  that  business. 

Q.  Now,  the  other  day  when  Senator  Dryden  was  on  the 
stand  certain  figures  were  introduced  with  regard  to  the  amount 
which  had  been  received  by  the  Mutual  Benefit  of  New  Jersey, 
during  the  last  thirty  years  and  the  amount  paid.  It  was  stated, 
I  believe,  that  the  Mutual  Benefit  had  received  in  premiums 
$196,000,000  and  had  paid  to  policyholders  $105,000,000.,  Have 
you  looked  up  the  figures  upon  that  so  you  are  able  to  correct 
that  statement?  A.  In  the  same  way,  these  figures  are  from  the 
year  book.  The  premiums  received  during  the  thirty  years  are 
$204,511,673.     The  payments  to  policyholders,  $181,471,508. 

THE  OHAIEMAN:  There  will  be  a  meeting  of  the  Com- 
mittee in  the  adjoining  room  immediately  after  adjournment. 
The  Committee  will  now  stand  adjourned  until  10:30  o'clock 
next  Wednesday  morning,  December  27th. 

(Adjourned  to  December  27th,  1905,  at  10:30  A.  M.) 
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STATEMENT  OF  ANDEEW  HAMILTOIT 

TO  THE 

BOARD    OF    TRUSTEES    OF    THE    NEW    YORK    LIFE 

INSURANCE  COMPANY. 
GeBtlemen: 

The  letter  sent  by  the  President  to  me  on  November  15,  1905, 
stating  that  my  presence  was  desired  before  the  Legislative 
Investigation  Committee,  reached  me  in  due  time.  The  President 
is  awdre  of  the  fact  that  my  health  demanded  that  I  should  take 
ii  trip  to  Europe  for  the  purposes  of  a  cure.  The  trip  had  been 
long  contemplated  and  my  journey  was  begun  before  the  reso- 
iiition  creating  the  Legislative  Committee  was  passed  and  at 
the  time  M'hen  the  Governor  of  New  York  State  had  publicly 
declared  that  no  investigation  would  occur. 

I  was  engaged  in  preparing  my  statement  in  reply  to  this  letter 
when  I  received  advices  that  Secretary  McCall  was  about  to  visit 
me.  I  have  therefore,  awaited  his  arrival  before  completing  the 
statement,  hence  the  delay. 

The  urgent  request  of  the  President's  letter,-  emphasized  by 
tlie  Secretary's  personal  solicitation,  I  am  most  anxious  to  com- 
ply with,  but  I  regret  that  the  state  of  my  health  does  not  permit 
me  to  retitrn  home  at  this  time.  No  one  regrets  this  more  sin- 
cerely than  I  do.  I  enclose  herewith -the  letter  of  Dr.  Riviere, 
nn  eminent  specialist  and  a  member  of  the  Legion  of  Honor, 
•(vhich  enjoins  me  that  if  I  hope  to  regain  my  health  so  as  to 
continue  my  professional  work,  his  course  of  treatment  should 
not. be  interrupted.  My  duty  towards  those  who  are  dependent 
upon  me,  leaves  me  no  other  course  but  to  follow  his  advice. 

I  have  noted  the  demand  for  an  accounting  of  the  amounts 
paid  to  me  by  the  Company.  In  order  to  comply  so  far  as  pos- 
sible with  this  demand,  I  must  of  necessity  make  a  statement  of 
considerable  detail  \pith  which  the  President  of  the  Company 
is  familiar,  but  which  I  wish  brought  to  tlje  attention  of  the 
Board  of  Trustees.  Let  me  say,  first,  that  the  subject  of  my 
legal  expense  account  has  not  noAV  for  the  first  time  come  under 
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detailed  examination  by  public  officials.  When  the  representa- 
tives of  the  Prussian  Government  passed  upon  the  accounts, 
management  and  condition  of  the  New  York  Life  Insurance 
Company,,  in  1899,  in  response  to  their  enquiries  I  made  an  ex- 
tensive report  which  reviewed  practically  the  same  conditions 
\>/hich  have  still  continued  to  exist  in  connection  with  my  depart- 
ment and  my  expenditures.  The  report  is  filed  in  the  archives 
of  the  Prussian  Government,  and  the  President  of  the  Company 
will  recall  that  by  those  critics  who  cannot  be  suspected  of  any 
favoritism  to  American  enterprises,  it  was  accepted  and  passed 
as  entirely  satisfactory.  In  this  reply  I  will  have  occasion,  from 
time  to  time,  to  follow  the  lines  of  that  report. 


CONDITIONS     UNI>EE     WHICH     I     ASSUMED     THE 
SUPERVISION    OF    THE    BUREAU    OF    TAXA- 
TION   AND    LEGISLATION. 

At  the  time  when  I  was  given  full  charge  of  the  Bureau  of  Taxa- 
tion and  Legislation  for  the  New  York  Life  Insurance  Company, 
it  had  become  apparent  to  its  executive  officers,  and  as  well  to  the 
officers  of  the  Mutual  Life  Insurance  Company  and  the  Equitable 
Life  Assurance  Society,  that  the  mass  of  proposed  legislation  upon 
insurance  topics,  including  taxation,  was  annually  increasing  in 
such  volume,  that  unless  concerted  action  was  taken,  the  companies 
might  be  practically  legislated  and  taxed  out  of  existence.  In 
order  to  obtain  this  concerted  action,  I  conferred  with  the  officers 
of  these  other  companies.  Their  opinions  concurred  with  mine — 
that  the  agency  force  as  guardians  of  insurance  in  legislative 
affairs,  was  a  failure.  If  sufficient  attention  was  given  by  agents 
to  these  matters,  then  the  main  business  of  the  company — the  in- 
suring of  lives — was  sadly  neglected.  It  had  also  been  found  im- 
possible to  rouse  the  policyholders  of  our  companies  to  exert  their 
influence.  Our  combined  experieuce  was  that  in  no  case  where 
this  means  was  tried,  was  it  ever  successful,  although  it  had  been 
tried  in  a  great  many  cases.  We  could  not  secure  the  co-operation 
of  the  smaller  companies — in  fact  it  is  the  practice  of  the  smaller 
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companies  to  hide  themselves  behind  the  buhvark  of  the  larger  com- 
panies, resting  supinely,  no  matter  how  hostile  the  legislation, 
realizing  that  the  larger  companies  cannot  afford  to  wait  for  their 
co-operation.  The  brunt  of  the  attack,  therefore,  falls  upon  the 
larger  companies.  I  venture  to  say  if  this  defence  was  not  made 
by"  the  larger  companies,  that  many  small  companies  woxild  have 
been  unable  to  meet  the  requirements  that  would  have  been  im- 
posed upon  them  by  the  passage  of  hostile  legislation  and  would 
■gradually  have  been  compelled  to  sink  into  a  position  of  compara- 
tive obscurity.  If  the  smaller  companies  had  been  willing  to  da 
their  share  in  these  matters,  the  expenses  incidental  to  the  work 
would  have  been  reduced  to  such  an  extent  that  the  item  would 
have  been  too  small  to  attract  any  attention. 

With  all  these  points  before  us,  it  became  necessary  to  have  repre- 
sentatives other  than  agents  and  policyholders  in  these  affairs.  The 
usual  practice  of  depending  alone  upon  counsel  to  attend  and 
present  arg-uments  at  fixed  hearings,  was  correctly  determined  to  bo 
insufficient.  The  very  fact  that  the  great  life  insurance  interests 
of  J^ew  York  favored  or  opposed  pending  legislative  propositions, 
would  of  itself  often  concentrate  the  opposition  against  their  views ; 
so  likewise  did  the  knowledge  that  we  were  represented  at  the  capi- 
tals of  various  States  lead  to  demands  that  political  favorites  should 
be  employed  in  the  role  of  counsel,  which,  if  acceded  to,  placed  our 
affairs  at  the  mercy  of  those  who  did  not  possess  our  confidence. 
These  and  other  considerations  led  the  thrpe  companies  to  but  one 
conclusion.  We  felt  that  if  a  secret  service  was  a  permissible  gov- 
ernmental agency,  a  confidential  service  would  be  the  only  effective 
and  at  the  same  time  proper  plan  to  guard  the  welfare  of  the  most 
extensive  commercial  interests  in  the  world — the  life  insurance 
business  of  the  State  of  JSTew  York.  This  .confidential  secret 
service  was  decided  upon  as  the  only  feasible  plan  of  protection. 
It  was  so  reported  to  the  several  companies.  I  explained  to  the 
President  of  the  New  York  Life  Insurance  Company,  as  did 
the  other  gentlemen  who  were  associated  with  me  in  this  work  to 
the  ofiicers  of  their  respective  companies,  that  itemized  accoimts 
by  name,  or  amounts  by  separate  vouchers,  details  or  particu- 
lars, .should  not  be  demanded  if  we  were  to  be  held  responsible. 
If  I  accounted  fully  by  detailed  statements  as  to  who  my  repre- 
sentatives were  and  the  amounts  paid  to  them  to  the  President  of 
the  ISTew  York  Life  Insurance  Company,  I  would  be  equally 
bound  to  account  fully  to  the  representatives  of  the  other  com- 
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panics.  Their  reports  would  be  similarly  exchanged.  Confi- 
dences so  spread  would  lose  their  character  and  become  food  for 
general  gossip.  In  addition,  by  this  plan,  I  was  able  to  have 
as  my  representatives  frequently  men'  who  would  not  have  ac- 
cepted the  retainer  were  it  known  that  they  were  interested  in 
legislation  for  insurance.  I  was  able  to  aissure  them  that  their 
employment  would  be  known  to  me  and  to  no  one  else,  and  witii 
them  I  have  always  kept  and  ah^'ays  shall  keep  my  word.  The 
protection  of  the  companies  under  such  a  plan  was  ample.  Each 
one  of  the  companies  was  supplied  daily  with  a  list  of  legislative 
propositions  and  their  progress.  The  clipping  bureaus  and  the 
agency  advices  apprised  them  of  the  more  complete  particulars 
and  favorable  or  imfavorable  outcome.  The  officers  were  there- 
fore fully  cognizant  of  the  menaces  that  threatened  the  policy- 
holders' interests,  they  were  fully  aware  of  the  pecuniary  loss 
entailed  to  policyholders  if  certain  measures  were  passed,  and 
they  knew  the  struggles  and  the  results.  If  the  cost  was,  in  the 
jud^nent  of  any  one  of  the  participating  companies'  officers,  i.oo 
great,  the  system  could  have  been  summarily  terminated.  The 
President  of  the  company  has  testified  that  it  was  under  those 
conditions  that  I  undertook  to  represent  the  New  York  Life  In- 
surance Company  in  this  department,  and  I  had  a  like  undei'- 
standing  with  the  representatives  of  each  of  the  other  partici- 
pating companies.  These  representatives  had  the  same  under- 
standing on  their  behalf  with  each  other  and  with  the  JSTejv  York 
Life  Insurance  Company  through  me.  Were  it  not  for  this  ab- 
solute understanding,  I  would  not  have  undertaken  the  work, 
because  I  would  h^ve  been  so  hampered  that  failure  must  surely 
have  followed. 


CONDITIONS  WHICH  COISTFEONT   INSUEANCE   COM- 
PANIES'IN  MATTEES  OF  LEGISLATION  AND 
TAXATION. 

The  New  York  Life  Insurance  Company  transacts  business  in 
everv  one  of  the  States  and  Territories  and  in  the  District  of 
Columbia,  all  of  which  constitute  the  United  States.  It  also 
transacts  business  in  practically  every  civilized  country  in  the 
world.     It  is  doubtless  well  known  to  you  that  every  insurance 
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cnuipaiiy  flhich  holds  its  charter  from  the  State  of  New  York 
is  legally  considered  in  every  other  State  of  the  Union  as  a 
"  foreign  corporation,"  and  is  treated  as  such.  Each  one  of  these 
States  and  Territories  is  sovereign  in  regard  to  the  wa,y  in  vs^hich 
the  New  York  Life  Insurance  Company  shall  conduct  its  busi- 
ness in  that  State.  They  can  pass  any  laws  they  see  fit,  and  the 
Xew  York  Life  Lisurance  Company  is  obliged  to  comply  with 
the  requirements  of  these  laws  or  quit  the  State.  The  license  which 
is  given  this  cornpany  to  do  business  in  the  various  States  is  good 
for  one  year  and  must  be  renewed  annually.  A.  Savings  bank  is 
subject  to  control  and  taxes  by  a  single  State.  The  great  railroad 
systems  may  extend  into  a  dozen  States,  but  the  great  life  insur- 
ance companies  of  ISTew  York.  State  have  more  than  fifty  bosses  in 
the  United  States,  at  least  one  in  every  State  and  Territory,  repre- 
sented by  tlie  Legislature  and  the  Special  Insurance  Ofiicial.  Even 
in  far-off  Hawaii  an  extensive  plan  of  insurance  regulation  was 
brought  forward  last  year.  We  can  pass  by,  for  the  present,  Can- 
ada and  the  foreign  governments.  Under  the  form  of  government 
of  the  States  in  the  United  States,  "representative  democracy,'' 
the  legislative  bodies  are  frequently  composed  of  persons  not  suffi- 
cneiitly  well  versed  in  legal  matters ;  their  knowledge  of  insurance 
is  also,  in  the  great  majority  of  cases,  restricted,  and  they  have 
but  a  very  vague  notion  of  the  enterprise  as  a  whole.  Without  in 
any  way  impeaching  the  honesty  of  purpose  of  such  legislators,  it 
is  but  fair  to  say  that  the  greater  part  of  them  are  very  anxious 
to  show  their  zeal  as  public  benefactors  in  the  interest  of  the  people 
of  their  own  State.  Their  favorite  manner  of  proceeding  is  to 
attempt  to  enact  laws  which  require  the  policyholders  of  insurance 
eomijanies  at  large  to  pay  to  the  particular  State  Treasuries  more 
uv  less  extravagant  amounts  as  taxes.  In  the  few  States  where  no 
tax  is  at  present  specifically  imposed,  numerous  bills  are  regularly 
introduced  providing  for  taxes  varying  from  high  to  low.  Where 
a  tax  is  at  present  imposed,  it  is  sought  to  increase  it.  Legislators 
seek  to  increase  the  revenues  collected  by  the  several  State  In- 
surance Departments  from  the  insurance  companies!  Bills  to  com- 
pel the  company's  reports  to  be  repeatedly  and  unnecessarily  pub- 
lished in  newspapers,  are  advocated,  to  gain  favor  with  the  press  for 
increasing  their  revenues.  At  the  instigation  of  companies  engaged 
in  other  forms  of  insurance  and  by  other  corporations  to  exempt 
themselves,  burdens  on  insurance  are  iirged  in  various  forms. 
Enactments  are  offered  calling  for  investment  of  the  company's 
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assets  in  enterprises  within  the  particular  State,  or  for  deposits  of 
the' policyholders'  reserve  with  State  officials.  JSTon-forfeiture  and 
notice  laws,  and  different  principles  for  surrender  values  are  pro- 
posed for  the  particular  State,  which  are  intended  to  discriminate 
against  the  great  mass  of  policyholders  not  resident  in  that  State. 
Wholesale  revision  or  codification  of  th'e  Insurance  Statutes  of 
some  State  or  States,  is  continually  under  way.  Surplus,  which 
is  a  misnomer  in  life  insurance,  and  which  the  legislators  do  not 
seem  to  understand  is  a  liability,  catches  their  eye  and  they  call. 
for  its  distribution.  Forms  of  policies,  restriction  of  legitimate 
defenses,  and  evasion  of  the  general  rules  of  evidence  in  insu- 
rance actions  are  multiplied.  Taxing  of  the  cash  value  as  a  per- 
sonal asset  of  the  policyholder;  laws  forbidding  the  companies 
to  remove  their  cases  to  the  United  States  Courts  under  penalty 
of  cancellation  of  the  license  of  the  company  to  do  business; 
proposals  to  place  the  company  at  the  mercy  of  blackmailers, 
financial  highwaymen  or  competing  companies,  by  compelling 
the  companies  to  print  lists,  of  their  policyholders,  are  but  a  few 
of  the  many  propositions  that  arise  annually.  These  represent 
by  no  means  all  the  topics  of  interest  to  the  policyholders  of 
the  E"ew  York  Life  Insurance  Company  which  test  the  resources 
of  my  department  to  ameliorate  at  least,  if  not  defeat.  Afiirma- 
tive  legfslation  to  repeal  or  modify  existing  laws  in  various 
States  which  embarrass  the  company's  business,  is  offered  oc- 
casionally. Outrageous  propositions,  such  as  the  ten  per  cent. 
tax  proposed  in  Arkansas,  or  absurd  propositions  like  the  ilicli- 
igan  Bill,  where  a  doctor's  certificate  of  ill  health  would  excuse 
the  payment  of  the  instirance  premium  and  keep  a  policy  in  force ; 
or  the  Virginia  Bill,  making  it  actionable  for  a  life  insurance 
agent  to  enter  the  oSice  of  a  man  where  the  sign  "No  Agents 
Allowed"  is  displayed,  find  legislative  favor.  However  ridicu- 
lous these  bills  may  seem,  they  demand  attention.  It  must  be 
borne  in  mind  that  my  department  not  only  represented  the  in- 
terests of  the  policyholders,  but  also  represented  the  interests  of 
the  agents.  The  equal  of  the  agency  force  of  the  New  York 
Life  Insurance  Company  has  never  been  seen,  and  it  has  been 
one  of  my  chief  ambitions  to  prevent  legislation  hostile  to  the 
interests  of  those  agents,  and  many  bills  were  introduced  which, 
had  we  not  been  watchful,  would  in  a  great  many  States  have 
entirely  destroyed  our  agency  organization.  Measures  harmless 
-in  their  terms,  pending  in  distant  States,  or  even  near  at  home, 


4424  Legislative  Insurance  Investigation. 

not  watched,  are  liable  to  be  changed  without  warning  to  include 
life  insurance  subjects.  Fire  insurance  bills  are  amended  to 
affect  life  insurance  companies,  and  general  measures  are  changed 
to  catch  both.  If  it  is  proposed  to  raise  money  for  State  pur- 
poses, then  at  once  all  the  other  corporate  interests  attempt  to 
have  he  requisite  amount  levied  upon  the  policyholders  of  life 
insurance  companies  and  the  burden  not  placed  upon  the  other 
corporate  interests. 

It  makes  no  difference  if  the  enactment  originates  ia  territory 
where  it  affects  but  little  business,  because  such  an  enactment 
becomes  a  precedent  to  be  followed  by  others.  As  an  illustra- 
tion of  precedents,  the  Indiana  tax  cases  are  pertinent.  In  the 
Indiana  Legislature  the  attempt  was  made  to  pass  a  law  placing 
the  surrender  value  of  a  life  insurance  policy  upon  the  list  of  per- 
sonal property  which  was  taxable  to  the  owner.  Companies 
which  offered  no  such  advantages  to  policyholders  supported  it 
as  an  attack  upon  their  rivals  who  offered  this  advantage.  The 
measure,  however,  was  defeated.  Immediately  the  State  As- 
sessors proceeded  to  tax  policyholders,  proclaiming  that  the 
existing  law  was  broad  enough  in  its  terms  to  cover  this.  The 
proposition  was  as  novel  as  it  was  important.  If  it  was  true  in 
Indiana,  it  was  probably  true  of  many  other  States  in  the  Union. 
It  would  have  caused  an  annual^  expense  on  all  policyholders, 
enormous  in  the  aggregate;  yet  the  amount  collectible  on  a 
single  policy  would  be  relatively  so  small  that  it  woud  not  excite 
a  policyhoder  to  incur  the  great  expense  of  protracted  and  ag- 
gressive litigation.  The  New  York  Life  Insurance  Company, 
through  my  department,  retained  eminent  and  influential  coun- 
sel and  succeeded  by  a  divided  court  in  defeating  the  project. 
The  expense  was  large,  but  it  accomplished  a  saving  to  policy- 
holders of  the  'New  York  Life  Insurance  Company  in  that  State 
of  many  times  this  large  sum  paid,  to  say  nothing  of  the  benefit 
to  insurance  generally  in  that  State  and  to  the  business  of  insur- 
ance in  those  other  States  which  were  willing  and  anxious  to 
follow  Indiana  if  the  plan  succeeded.  .Following  out  this  idea 
developed  in  Indiana,  several  States — notably  Arkansas,  intro- 
duced similar  measures,  all  of  which  were  defeated. 

Let  me  transgress  here  for  a  moment  to  say  it  would .  have 
been  comparatively  easy  for  the  officers  of  these  insurance  com- 
panies to  have  sat  with  arms  folded  and  allowed  the  legislators 
■to  pass  whatever  bills  they  cared  to.     The  passage  of  these  bills 
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would  not  affect  these  officers  personally,  for  I  have  never  known 
of  a  bill  to  be  intrbduced  or  hitherto  thought  of,  which  would 
have  had  the  slightest  effect  upon  the  compensation  or  duties  of 
the  officers  of  life  insurance  companies.  But  these  gentlemen 
have  assumed  their  responsibility  in  accordance  with  their  idea 
of  their  duty  towards  their  policyholders  whose  interests  ihej 
represent. 


MEASURES   BY  WHICH   LEGISLATION"  HOSTILE   TO 

THE  INTEEESTS  OF  POLICYHOLDEKS  WAS 

TAKEN  CARE  OR 

At  the  capital  of  every  State  we  have  either  retained  repre- 
sentatives for  the  companies,  or  are  in  co-operation  with  some 
one  who  has  retained  representatives  duly  influential.  As  1  have 
previously  said,  it  has  been  found-  advisable  to  keep  such  matters 
entirely  free  from  the  agency  force  representatives,  and  it  has  also 
been  found  impossible  to  interest  the  policyholders  of  the  com- 
pany. It  has  also  been  found  advisable  as  the  result  of  experi- 
ence, to  avoid  as  far  as  possible  any  exact  public  information  as 
to  who  represents  us.  The  known  presence  of  a  corporation  rep- 
resented at  legislative  halls,  is  the  signal  for  renewed  vigor  in 
the  attack  of  blackmailers  and  cranks,  and  unfortunately  members 
of  the  legislative  body  are  frequently  deaf  to  reasoning  where  a 
non-voting  or  corporate  interest  is  at  stake.  The  relatione,  there- 
fore, of  the  people  of  the  various  States  of  the  Union  who  are 
employed  for  the  purpose  of  defeating  legislation  and  taxation 
hostile  to  the  interests  of  the  policyholders  of  the  New  York  Life 
•Insurance  Company,  must  of  necessity  be  mainly  confidential  and 
private,  as  was  stipulated  in  our  employment.  As  a  result,  much 
is  avoided;  many  movements  that  would  otherwise  be  unknown 
until  they  became  public  property,  are  learned  of  and  suppressed 
in  advance,  and  they  are  thus  laore  discreetly  provided  against. 
Prevention  is  again  proved  herein  to  be  better  than  cure.  Where 
it  becomes  necessary,  we  have  often  occasion  to  employ  the  c6l- 
umns  of  the  public  press  for  a  discreet  advocacy  of  our  view?; 
this  method  has  been  found  to  be  very  efficacious,  but  it  has  also 
been  found  to  be  very  expensive.  Pledges'  in  advance  obtained 
through  influential  persons,  leave  us  free  to  parry  attacks  from 
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quarters  not  so  well  protected.  I^ot  long  ago  in  a  distant  city, 
a  well-conceived  scheme  to  change  a  tax  bill  so  that  it  would 
cost  this  company  in  the  place  of  less  than  $20,000,  over  $60,000^ 
annually,  and  of  course  otlier  companies  in  like  proportion,  was 
developed  over  night  and  backed  by  the  State  officials  because 
the  State  needed  money.  My  representative,  however,  being  on 
the  ground  unnoticed,  defeated  the  measure  with  the  same  celerity 
with  which  it  was  developed.  My  varioiis  representatives  in  .;hc 
several  States  must  be  people  who  are  in  touch  with  every  move- 
ment and  who  can  learn  of  every  change  in  time  to  advise  me 
and  to  receive  instructions  Such  services  as.  these  cost  money, 
and  I  have  foimd  it  more  O'/onoraical  to  employ  the  best  man  or 
the  best  men,  because  the  saving  thus  effected  to  the  policyhokl- 
ers  of  the  company  represents  anywhere  from  five  to  a  hundred 
times  the  amount  paid  to  these  representatives.  Good  bills  mus-t 
be  watched  to  see  that  they  are  not  changed.  Each  year 
the  situation  requires,  in  one  State  or  another,  changes  of  my 
representatives.  Emergencies  demand  very  close  attention. 
Therefore,  to  give  these  proper  attention,  I  make  personal  visits 
from  time  to  time  to  every  State  in  the  Union.  Many,  matters 
with  the  State  Insurance  Departments,  on  occasii/U,  also  receive 
the  attention  of  this  Department.  Canada  calls  for  similar  atten- 
tion from  time  to  time,  and  Washington  and  the  Territories  have 
also.  All  Congressional  revenue  matters  in  the  past  have  received 
my  attention,  aiid  also  Congressional  action  looking  towards  a 
national  supervision  of  insurance,  declaring  it  to  be  conmierce  and 
thus  bringing  it  within  the  protection  of  the  provisions  of  the 
United  States  Constitution,  and  guarding  it  in  a  measure  from 
attacks  in  the  several  States.  I  am  such  a  great  believer  that 
practically  the  salvation  of  the  policyholders  of  life  insurance 
rests  in  national  supervision  or  federal  control,  that  I  have  in- 
curred considerable  expenditure  in  connection  with  the  work  of 
my  department  in  attempting  to  create  in  every  State  in  the  United' 
States  a  sentiment  in  favor  of  national  supervision.  I  believe  that 
the  money  thus  spent  by  me  in  this  respect  will  be  returned  one 
hundredfold^ to  the  policyholders  of  the  company. 

The  method  of  dividing  the  States  in  the  United  States  among 
the  three  companies  has  been  testified  to  by  Mr.  Thummel  of  the 
Mutual  Life.  In  accordance  with  this  plan,  the  entire  responsi- 
bility for  some  of  the  several  States  was  allotted  from  time  to 
time  to  me  or  to  a  representative  of  one  of  the  other  two  companies. 
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In  the  others  we  eo-operated.  In  this  allotment  let  me  emphatically 
state  that  the  State  of  New  York  and  its  legislative  aiTairs  was  in 
no  instance  in  charge  of  myself  or  the  New  York  Life  Ins\irance 
Coinpany.  We  had  no  share  of  that  responsibility  ■ —  absolutely 
none.  Except  when  on  a  few  occasions  I  remained  in  Albany  for 
affairs  in  court  or  when  appearing  for  clients  on  other  than  insur- 
ance matters,  or  on  holidays,  I  was  never  in  Albany  during  the 
session  of  the  Legislature,  ily  rule  was  to  reach  New  York  City 
on  Monday,  and  if  necessity  required,  visit  other  cities.  If  not, 
and  my  work  could  be- done  in  New  York  City,  I  would  return  to 
Albany  on  Friday  night  or  Saturday.  Insurance  measures  pend^ 
ing  in  New  York  State  were,  of  course,  discussed  by  me  with  Mr. 
Short,  of  the  Mutual  Life  Insurance  Company,  who  had  charge 
of  Albany  matters,  and  to  whom  I  always  addressed  myself  when 
desiring  to  be  informed  or  io  make  suggestions.  Permit  me  to 
state  at  this  time  that  I  am  not  attempting  to  cast  any  reflections 
upon  representatives  of  any  of  the  other  companies.  I  know  of  no 
basis  for  any  such  reflections.  I  have  found  in  my  work  that  in 
every  legislative  body  in  the  United  States  there  was  as  large  a 
proportion  of  honest  men  as  there  is  in  any  body  of  men  in  any 
walk  of  life.  Permit  me  also  to  state  that  in  my  work  I  have  not 
found  it  so  difficult  to  defeat  blackmailers.  A  man  who  is  out  to 
blackmail  corporate  interests  is  generally  well  known  and  las 
character  thoroughly  understood.  These  men  never  retain  in- 
fluence for  any  length  of  time,  and  I  have  found  that  re- 
quests to  the  honest  members  of  the  Legislature  for  hel^:)  in 
defeating  the  blackmailer  is  always  readily  and  cheerfully 
granted.  I  found  that  my  chief  difficulty  had  been  in 
taking  care  of  the  legislation  introduced  by  ignorant  people  and 
by  cranks,  by  other  corporate  interests  endeayoring  to  remove 
the  burden  from  their  shoulders  and  jilace  it  on  the  life  insur- 
ance policyholders,  and  la=t  and  chiefly  by  the  outrageous  bills 
introduced  to  tax  the  policyholders  of  the  New  York  Life  Insur- 
ance Company  for  the  purpose  of~adding  to  the  revenue  of  the 
State,  defended  for  no  other  reason  than  because  the  State  needed 
the  money.  It  is  true  that  the  policyholders  of  the  life  insurance 
companies  should  be  taxed  to  such  an  extent  that  they  should  bear 
the  expenses  attendant  upon  the .  Insurance  Department  of  the 
several  States,  but  any  amount  collected  by  that  State  above  the 
necessary  expenses  for  conducting  the  Insurance  Department  is 
robbery  of  the  policyholder  pure  and  simple.     In  order  that  you 
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geutlemen  may  understand  what  a  burden  these  taxes  are  upon 
the  companies  in  New  York  State  alone,  I  will  state  that  the 
amount  of  taxes,  allowances,  fees,  etc.,  paid  by  the  life  insurance 
companies  of  New  York  State  for  said  taxes  during  the  ten  years 
from  1895  to  1904  inclusive  amount  to  $21,137,924.00,  of  which 
the  policyholders  of  the  New  York  Life  Insurance  Company  have 
contributed  more  than  any  other  company,  namely  $5,547,526.82. 
It  can  thus  be  seen  in  this  brief  summary  of  the  work  that  is 
required  of  my  department  that  the  task  is  a  herculean  one,  and 
I  want  to  say  in  this  respect  that  the  best  years  of  my  life  have 
been  devoted  to  using  every  proper  method  for  defeating  legisla- 
tion and  taxation  hostile  to  the  interests  of  the  policyholders  of 
the  New  York  Life  Insurance  Company.  Let  me  add  further, 
and  I  cannot  state  this  too  emphatically,  the  injunctions  of  the' 
president  of  this  company  to  me  were  always  unmistakably  ex- 
plicit that  my  expenditures  and  my  work  were  to  be  strictly  con- 
fined within  the  limitations  of  the  law  of  the  land.  These  in- 
structions have  been  faithfully  followed  to  the  letter.  There  has 
never  been  a  disbursement  made  by  me  of  the  company's  funds 
which  trespassed  upon  the  instructions  given  me  by  the  president 
of  this  company,  and  I  want  it  thoroughly  iiilderstood  that  not  one 
dollar  of  any  moneys  e'^'er  paid  to  me  by  the  New  York  Life  In- 
surance Company  has  been  used  improperly  or  for  improper  pur- 
poses, or  in  a  way  that  transgressed  either  the  statutory  law  or  the 
moral  law. 


EXPENSES   AND   ACCOUNTING. 

I  have  noted  the  demand  of  the  president  for  an  accounting 
of  the  various  moneys  that  have  been  paid  to  me  by  the  New 
York  Life  Insurance  Company.  In  consequence  of  the  accepted 
understanding  by  this  company  and  my  other  companies  reprcr 
sented  in  the  joint  undertaking,  as  to  the  manner  in  which 
disbursements  were  to  be  made  without  vouchers  other  than  my 
own,  no  demand  Was  made  by  me  for  vouchers  from  other 
people,  nor  were  there  any  books  or  accounts  kept  by  me  cover- 
ing same.  Nor  are  there  any  of  mj  checks  to  produce.  Pay- 
ment by  my  check  would  necessarily  have  disclosed  the  fact  that 
the  person  receiving  the  check  was  under  retainer  bv  rae.  and 
would  thus  have  necessarily  hampered  that  portion  o-f  rnv  work 
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that  WHS  most  efficacious,  namely,  absolute  secrecy.  Cash, 
drafts  and  certificates  Avere  generally  preferred.  I  cannot  pro- 
duce my  checkbooks  cr  cancelled  checks  which  relate  to  affairs 
other  than  those  of  the  IS'aw  York  Life  Insurance  Company.  I 
cannot  produce  any  books  of  these  particular  accounts  because 
none  were  every  kept  by  me.  Even  if  I  did  possess  them,  it  does 
not  appear  to  me  that  the  demand  for  them  would  be  a  fair  and 
honest  one.  The  understanding  that  I  had  in  undertaking  this 
Avork  was  distinct  and  thorough.  If  it  had  not  been  so,  I  should 
Jiave  declined  the  task.  HoweA'er,  I  am  able  to  state  imder  some 
headings  the  disbursements  that  have  been  made,  by  me  since 
the  Prussian  report  of  1899.  This,  with  my  own  compensation, 
is  the  only  accoimting  I  can  give  of  these  moneys.  This  revicAv 
of  closed  and  accepted  accounts  is  entirely  voluntary  on  my  part 
and  is  made  at  this  time  because  I  do  not  Avant  to  embarrass 
either  the  president  or  the  Board  of  Trustees  of  this  company. 
When  my  health  permits  it,  I  trust  sincerely  that  you  gentlemen 
of  the  Board  of  Trustees  Avill  give  me  an  opportunity  of  apppar- 
ing  before  you  in  person  and  explaining  in  detail  my  entire  work 
as  carried  out  by  me  in  the  Avay  I  thought  Avas  for  the  best  inter- 
ests of  the  policyholders  of  the  New  York  Life  Insurance  Com- 
pany. It  must  be  understood,  however,  that  the  serA'ices  T  ren- 
dered to  the  company  coA^er  considerably  more  than  the  depart- 
ment of  legislation  and  taxation.  They  include  matters  for  the 
veal  estate  department,  inA'^estment  and  securities,  agency  affairs, 
the  routing  of  newspaper  blackmailers,  legal  licenses,  Insurance 
Department  action,  State  codification  and  revision  of  insurance 
laAA's  and  various  litigations.  Many  matters  of  highly  confi- 
dential character,  I  have  crossed  the  continent  to  the  State  of 
^Vashington  four  times  and  return  in  thirteen  months  for  the 
late  treasurer.  .My  functions  include  Canada,  and  have  ranged 
Avithin  the  territory  included  from  Maine  to  California.  I  have 
a  staff  of  lawyers  under  salary  in  my  NeAv  York  offices  practic- 
ally operating  solely  for  me  in  company  affairs.  My  Albany 
office  and  its  attendant  expense  is,  saAi-e  for  a  few  old  clients, 
ponducted  solely  for  briefs  in  insurance  matters. 


4430  Legislative  Insurance  Investigation. 

stateme:?^!  of  account  above  kefeered  to. 

1899  to  1905. 

1899  $7,050     $2,900     $13,500  $3,000     $9,000    $40,600     $76,050 

1900  14,900       4,500         3,000  3,000       4,500       64,000       93,900 

3,000 

'   3,000 

6,900  4,000 

26,000       9,000 
9,000 


1901 

10,300 

6,400 

1903 

10,000 

2,200 

1903 

13,100 

3,600 

1904 

13,000 

7,100 

1905 

10,000 

7,200 

$77,350  $33,900 

21,400 

85,900 

127,000 

3,200. 

S9,600 

48,000 

8,700 

'51,000 

86,300 

3,900 

83,100 

142,100 

24,000 

97,000 

147,300 

$49,400  $34,000  $74,700  $451,300  $730,500 

It  will  be  seen  from  this  table  that  the  amounts  disbursed  by 
me  in  the  different  years  vary  considerably,  and  it  niust  be 
bol-ne  in  mind  that  the  sums  charged  in  a  single  year  do  not  al- 
ways represent  the  actual  transactions  for  that  year.  My  paid 
ohligations  in  one  year  were  at  times  received  from  a  previous 
year  and  carried  in  part  into  the  succeeding  year.  Sometimes  it 
has  been  my  custom  to  engage  attorneys  for  a  longer  period 
than  a  year  at  a  time.  In  tliis  way  the  initial  expense  would  be 
great,  but  the  final  expense  would  be  less.  From  tim.e  to  time, 
in  order  to  keep  the  expenditures  for  the  year  to  a  proper  limit, 
and  from  time  to  time  when  in  the  absence  of  the  president  or 
some  officer  in  the  confidence  of  the  situation,  or  for  like  reasons, 
I  did  not  ask  for  the  money  from  the  company,  I  was  of  necessit}' 
then  obliged  to  borrow  from  the  banks,  and  this  amount  would  be 
made  good  subsequently.  Consequently  you  will  find  that  the 
several  payments  to  me  often  cover  accounts  for  the  previous  or 
following  year.  Such  were  the  notes  paid  by  Morgan  &  Co.,  and 
afterwards  cared  for  by  the  company  without  my  i^ntervening.  I 
iiuist  say,  in  connection  with  that  transaction,  that  I  never  knew 
until  I  read  it  in  the  published  evidence,  how,  when,  from  what 
fund  or  by  whom,  that  line  of  obligations  was  satisfied.  I  knew 
that  the  creditors  sent  me  no  notices  to  step  up  and  settle,  and  that 
contented  me. 

You  -will  note  the  somewhat  large  expense  for  retainers  and 
newspaper  articles  in  the  year  1904.    A  large  portion  of  this  ex- 


Statement  of  Andreio  Hamilton.  4431 

pense  was  occasioned  by  the  matter  that  I  have  referred  to  above, 
Tiamely,  the  attempt  to  create  piiblic  sentiment^throughout  the 
United  States  in  favor-  of  national  supervision.  You  will  also 
note  that  the  same  item  of  expenses  in  1905  are  large  in  com- 
parison, which  is  owing  to  the  fact  that  this  has  been  the  most 
active  year  we  have  had  in  legislative  matters,  due  primarily  to 
the  troubles  in  the  Equitable  Life  Assurance  Society,  and  also 
due  to  the  fact  that  the  bureau  this  year  was  practically  carried 
on  by  the  Mutual  Life  and  the  ISTew  York  Life  alone,  with  com- 
paratively little  assistance  from  the  Equitable  Life  Assurance 
Society.  In  this  way  a  great  many  more  States  than  usual  had  to 
be  taken  care  of  this  year  by  both  the  Mutual  Life  and  the  New 
York  Life.  We  have  at  least  one  representative  in  every  one 
of  fifty  States  and  Territories  in  the  United  States.  In  a  great 
many  States  it  has  been  necessary  to  have  more  than  one  repre- 
sentative. From  the  annual  expenses  of  my  department  of  legis- 
lation and  taxation,  when  you  deduct  my  own  hotel  and  traveling 
expenses,  and  the  traveling  and  hotel  expenses  of  those  people 
imder  retainer  by  me,  rent  and  office  expenses,  telegraph  and 
telephone,  the  fixed  retainer  paid  out  (in  some  years  this  would 
average  as  high  as  $25,000),  the  5  per  cent,  that  was  paid  to  me 
on  my  disbursements,  the  50  per  cent,  of  the  difference  between 
the  actual  cost  of  the  bureau  and  $100,000  which  was  paid  to  me, 
the  amount  left,  when  di\'ided  among  the  fifty  Statee  and  Terri- 
tories, is  so  small  that  it  will  not  warrant  the  suspicion  that  it  could 
be  a  fund  for  corruj^t  purposes  or  a  heavy  legitimate  expense. 
Closing  this  topic,  I  declare  positively  that  all  disbursements 
reported  were  actually  made  and  expenses  charged  for  actually, 
honestly  and  legitimately  incurred. 


SPECIAL  ADVANCES  CHAEGED  1904. 

I  notethe  amount  of  $235,000  charged  against  me  for  these 
accounts  and  which  has  been  fully  brought  out  in  President  Mc- 
Oall's  explanations  to  the  Investigating  Committee  and  whicb., 
fis  appears  by  his  testimony,  I  was  entitled  to  apply  on  other 
accounts.  The  discharge  of  obligations  incurred  or  accruing  in 
my  department  in  1904  and  1905  not  represented  in  the  stated 
]>ayments  for  those  years,  my  unsettled  accounts  for  retainers, 
for    commissions,    for   percentages,    and   the   balance   under   my 
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special-  tax  arrangement,  all  of  which  accounts  are  still  open,  are 
to  he  deducted  from  this  gross  amount.  I  have,  however,  no 
objection,  as  an  evidence  of  good  faith  during  my  absence,  pend- 
ing svfih.  a -settlement  of  these  accounts,  to  place  in  the  custody 
of  the  company  $100,000,  which  it  may  hold,  and  which  is  to  be 
repaid  in  whole  or  in  part  as  may  appear  upon  such  future  audit. 


RESUI^TS  or  MY  SERVICES  m  CONNECTION  WITH 
MATTERS  PLACED  IN  MY  CHARGE,  AS  EVI-  - 
DENCED  BY  THE  MONEYS  SAVED 
TO  POLICYHOLDERS. 

During  the  last  seven  years  there  have  been  introduced  in  the 
various  States  over  750  bills  directly  affecting  the  interests  of 
the  policyholders  of  the  New  York  Life  Insurance  Company.  As 
I  have  stated  above,  many  of  these  measures,  had  they  passed, 
Svould  practically  have  driven  the  company  out  of  business  in  the 
particular  State;  but,  in  addition,  the  tax  measures  that  have 
been  so  defeated  in  connection  with  my  work  within  this  period 
of  severt  vears  shows  that  there  has  been  a  saving  to  New  York 
Life  policyholders  in  this  one  item  alone  of  over  $2,500,000.  In 
other  words,  had  these  proposed  tax  measures  been  passed,  it 
would  have  cost  the  policyholders  of  the  New  York  Life  Insur- 
ance Company  $2,500,000  more  than  they  have  already  paid 
within  the  ijeriod  of  seven  yeara.  The  company  pays  this  year 
in  the  United  States  for  taxes  and  official  fees  about  $780,000, 
Avhich  the  proposed  legislation  would  have  swelled  to  $1,299,000. 

I  saved  for  the  company  in  connection  with  the  Beers  claim, 
which  marked  mj  first  connection  with  it,  a  payment  of  $37,500 
a  year.  I  have  also  been  instrumental  in  defeating  the  repudia- 
tion of  municipal  bonds  in  Texas  and  Washington,  held  as  com- 
pany investments,  saving  hundreds  of  thousands  of  dollars,  and, 
unaided,  I  secured  a  credit  and  saving  of  taxes  levied  by  New  York 
State  for  the  years  1901,  1902  and  1903  upon  this  company  of 
about  $170,000.  These  are  the  only  items  I  recall,  but  I  am 
sure  there  are  a  great  many  more.  There  has  been  a  gross  sav- 
ing to  the  policyholders  of  the  company  of  upwards  of  $3,200,- 
000.     The  total  expenses  for  my  department  for  this  and  all  the 
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other  work  incidental  to  it  amounts  to  $720,650.  The  net  saving 
to  the  policyholders,  therefore,  in  cash  alone  during  this  period 
amounts  to  $2,479,450. 

Respectfully  submitted, 

ANDREW  HAMILTON. 
Dated  Paris,  France,  December  15,  1905. 


Republic  of  France,  City  of  Paris. 
Consulate  of  the  United  States  of  America 


ss.: 


Andrew  Hamilton,  being  duly  sworn,  says  that  he  prepared, 
read  aiid  sig-ned  the  foregoing  letter  to  the  Board  of  Trustees 
of  the  New  York  Life  Insurance  Company,  and  that  the  several 
matters  of  accoimt  therein  set  forth,  are  triily  and  correctly 
stated,  and  that  the  general  contents  thereof  are  true  to  the  best 
of  his  knowledge,  information  and  belief. 

ANDREW  HAMILTON. 

Subscribed  and  sworn  to  before  me  this  15th  day  of  Decem- 
ber, 1905. 

HANSON  C.  COXE, 
(L.  S.)  Deputy  Consul  General  of  the  United 

States  of  America  at  Paris,  France. 


ALDEEMANIC  CHAMBER, 

City  Hall,  New  York  City. 

December  2Y,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

JOHN  C.  McCALL,  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  McOall,  you  have  seen  Mr.  Hamilton?    A.  I  have,  sir. 

Q.  In  what  condition  did  you  find  him  ?  A.  Wellj  my  opinion 
of  course  would  be  only  the  opinion  of  a  layman,  Mr.  Hughes. 

Q.  ^Yell,  what  was  your  observation  of  it?  A.  My  own  ob- 
servation is  Mr.  Hamilton  is  in  a  very  serious  condition. 

Q.  What  brought  you  to  that  conclusion?  A.  Both  his  ap- 
pearance and  hid-  manner. 

Q.  Is  he  out  i    A.  Yes,  sir. 

Q.  Able  to  walk  around?  A.  Well,  he  goes  out  very  seldom 
during  the  daytime,  except  to  go  to  the  doctor's. 

Q.  Able  to  travel?    A.  No,  sir,  I  don't  think  so. 

Q.  How  long  has  he  been  in  Paris?  A.  I  could  not  tell  you 
that,  sir. 

Q.  Have  you  any  doctor's  certificate  in  regard  to  his  condi- 
tion? A.  I  have.  I  have  only  got  one  doctor's  certificate,  al- 
though he  is  in  the  care  of  more  than  one  doctor.  That  is  the 
original  and  that  is  the  translation  of  it. 

(Two  papers  marked  Exhibits  853,  the  original,  and  854,  the 
translation.) 

Q.  How  long  were  you  in  communication  with  Mr.  Hamilton  ? 
A.  I  was  in  cominunication  with  him  from  the  time  I  arrived  in 
Paris,  which  was  at  half  past  nine  Saturday  until  the  time  of 
leaving  Paris,  which  was  about  six  o'clock  on  Eriday.  I  did  noth- 
ing else  practically  in  Paris  except  to  see  him  and  to  obtain  from 
him  the  statement  which  I  have  brought  back. 
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Q.  What  did  you  ask  him  for  ?  ^.  I  don't  know  just  exactly 
what  you  mean. 

Q.  What  did  you  request  of  him  ?  A.  I  requested  of  bini  as 
you  asked  me  to  —  I  asked  him  for  his  check  books  and  also  his 
checks.  He  said  he  had  none  to  produce.  He  said  his  check 
books  and  checks  related  to  his  own  personal  and  private  af- 
fairs. Before  I  had  asked  him  that  I  asked  him  if  he  was  in  a 
fit  condition  to  return  home  with  me.  He  said  he  would  like 
nothing  better  in  the  world  than  to  come  back  with  me,  in  fact 
I  postponed  my  trip  —  I  was  coming  back  on  Wednesday  on  the 
Kaiser  Wilhelm,  and  Mr.  Hamilton  begged  me  to  postpone  my 
sailing  until  Saturday  to  see  if  at  that  time  his  condition  would 
be  in  such  shape  as  to  permit  him  to  return.  His  physician 
would  not  hear  of  it. 

Q.  Had  he  been  at  work  on  a  statement  before  you  arriyed? 
A.  He  had  been  in  a  way.  He  had  his  plans  marked  out  and 
the  kind  of  a  statement  that  he  was  to  write,  but  he  had  not  put 
anything  on  paper. 

Q.  Did  you  take-  over  to  him  any  draft  of  a  statement  which 
he  was  to  sign  ?    A.  'So,  sir. 

Q.  Did  you  take  over  any  suggestions  to  him,  for  him  with 
reference  to  the  kind  of  a  statement  he  should  make  ?  A.  I  did 
not. 

Q.  Did  you  procure  a  statement  from  him  ?     A.  I  did,  sir. 

Q.  Did  you  assist  him  in  drafting  it  ?  A.  I  assisted  him  in 
this  way,  that  Mr.  Hamilton  in  making  out  his  briefs  or  any- 
thing of  that  kind  has  never  used  a  stenographer,  that  is  he  does 
not  dictate,  he  writes  his  statements  out  in  longhand.  Mr.  Ham- 
ilton would  write  the  statement  out  in  longhand  and  he  was  only 
able  to  work  about  two  hours  and  a  half  a  day  —  he  would  write 
out  a  statement  and  I  would  run  off  and  get  a  stenographer  to 
write  it  on  a  typewriter  and  bring  it  back  to  him  for  correction. 

Q.  Is  this  the  original  statement  that  he  prepared  and  gave 
you  (showing  witness  paper)  ?  A.  That  is  the  original  statement 
which  he  prepared  and  gave  me. 

MR.  HUGHES:   I  offer  it  in  evidence. 

(Statement  marked  Exhibit  No.  855  and  read  in  evidence  by 
Mr.  Hughes.) 

MR.  HUGHES:  In  connection  with  this  I  offer  in  evidence  a 
statement  furnished  by  the  New  York  Life  Insurance-Company 
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of  the  payment -for  legal  expenses  to  Judge  Hamilton,  from  Janu- 
ary 1st,  1895,  to  January  1st,  1905. 

(Paper  marked  Exhibit  No.  856.) 

(Exhibit  ISTo.  856  will  be  found  in  Book  of  Exhibits.) 

MR.  HUGHES:    It  shows  the  following  aggregate  payments 
for  each  of  the  years  stated: 


1895 

$10,979 

1-896 

40,917 

189Y 

66,156 

1898 

94,205 

1899 

79,075 

1900 

92,249 

1901 

106,309 

1902 

49,142 

To  that  is  appended:  "Paid  by  the  New  York  Security  and 
Trust  Company,  $59,310.79." 

1903  $88,226 

1904  143,577 

Q.  Where  is  the  1905  ?    A.  $12,000  in  1905. 

MR.  HUGHES:  In  this  connection  I  would  also  mark  for  iden- 
tification the  statement  of  the  payments  for  law  expenses  by  the 
New  York  Life  Insurance  Company,  other  than  the  payments  to 
Judge  Hamiltooi. 

(Paper  marked  Exhibit  No.  857  for  identification.) 

MR.  HUGHES:  These  payments,  according  to  the  condensed 
statement  previously  furnished  by  the  company,  amount  in  the 
years  1900  to  1905,  inclusive,  to  $1,103,920.14.  * 

Q.  Have  you  a  copy  of  the  statement  made  to  the  Prussian  De- 
partment relative  to  the  services  or  payments  to  Mr.  Hamilton? 
A.  No,  sir.     I  think  T  can  get  one,  Mr.  Hughes. 

Q.  You  have  a  copy  of  that  at  the  company's  ofiice?  A.  I  am 
not  sure  about  that,  but  I  vsdll  see. 

Q.  "We  should  like  to  have  it.     A.  Yes,  sir. 
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"Q.  What  amount  did  you  figure  out  was  to  be  accounted  for  by 
Mr.  Hamilton  when  you  went  to  see  him?  A,  I  did  not  figure  out 
any  amount. 

Q.  According  to  the  statement  of  payments  to  Judge  Hamilton, 
it  appears  that  in  the  years  1899  to  1905,  has  been  paid  to  him 
$575,722.90;  that  in  addition  there  has  been  placed  in  hia  hands 
and  charged  to  the  Home  Office  Keal  Estate  Account,  $235,000; 
that  in  addition  there  has  been  paid  by  J.  P.  Morgan  &  Oompaiiy, 
$59,310.79;  and  that  there  had  been  further  received  by  Mr.  Ham- 
ilton in  connection  witli  the  tax  matter,  that  is  to  say,  the  litiga-. 
tion  over  the  law  of  1901,  relating  to  tax  on  premiums,  some  ninety 
thousand  dollars,  making  a  total  of  $955,033.69. 

Q.  Did  you  ask  him  for  an  accounting  of  that  sum?  A.  I  did' 
not  ask  him,  no  sir;  I  asked  him  for  a  statement  of  accounting,  so 
far  as  he  was  able  to  give  me  one.  I  did  not  mention  any  sum  or 
sums,  but  I  wanted  him  to  give  me  an  account  for  every  dollar  he 
had  had  from  the  New  York  Life  Insurance  Company  as  far  as 
he  was  able  to  give  me. 

Q.  You  are  quite  aware  that  he  did  not  do  that?  A.  No,  sir, 
I  am  not. 

Q.  Are  you  under  the  impression  that  $720,550  covers  all  the 
money  that  Judge  Hamilton  has  received  from  the  NeAV  York  Life 
Insurance  Company  for  the  last  six  years?  A.  I  am  not,  but  if 
you  read  the  items — ^he  ha"s  not  included  in  this — he  has  not  in- 
cluded a  hundred  thousand  dollars  which  he  has  not  spent. 

Q.  He  has  a  hundred  thousand  dollars  that  he  has  not  spent? 
A.  He  gives  it  here. 

Q.  He  says  he  will  deposit  the  hundred  thousand  dollars,  sub- 
ject to  future  audit,  but  did  you  understand  he  had  one  hundred 
thousand  dollars  that  he  had  not  spent?  A.  I  xmderstood  that  he 
had  ooDie  hundred  thousand  dollars  of  the  two  hundred  and  thirty- 
five  thousand  dollars  they  had  advanced  to  him. 

Q.  Your  understanding  that  the  hundred  thousand  dollars  was 
not  simply  offered  to  be  placed  in  the  hands  of  the  New  York  Life 
subject  to  the  audit  of  his  accounts,  but  he  really  had  a  hundred 
thousand  dollars  which  belonged  to  the  New  York  Life  now,  ac- 
cording to  his  own  account?  A.  No,  I  did  not  understand  it  that 
way. 

Q.  Did  you  understand  that  he  had  one  hundred  thousand  dol- 
lars that  he  had  not  spent?  A.  No,  sir;  I  understood  that  he 
turned  over  to  the  New  York  Life  Insurance  Cdmpany  a  hundred 
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thousand  dollars,  to  be  acted  upon  by  the  Committee,  and  that  then 
when  those  other  special  cases  come  up  the  Committee  should  re- 
turn to  him  any  amount  of  money  they  thought  was  due  him. 

Q.'Let  us  have  a  definite  statement  on  this.  Did  you  under- 
stand that  he  had  a  hundred  thousand  dollars  left  of  the  two  hun- 
dred and  thirty-five  thousand  dollars,  as  I  understood  you  to  say 
a  moment  ago  ?  A.  I  cannot  say  that.  I  don't  know  whether  I 
had  any  understanding  about  it,  or  not. 

Q.  What  led  you  to  say  what  you  did  a  moment  ago  regarding 
that  ?    A.  I  don't  know,  sir. 

Q.  Well,  now  it  appears  that  in  the  last  six  years A.  Let 

me  say  in  addition  to  that  you  have  put  in  there  in  regard  to  the 
eighty  thousand  dollars  that  he  received  in-  the  tax  matter.  . 

Q.  Ninety  tliousand  dollars  ?  A.  How  in  the  world  could  he 
uccount  for  that  ? 

Q.  lie  could  account  for  that,  I  suppose,  by  advising  you  that 
he  claimed  it  for  his  tax  fees.  Did  you  call  his  attention  to  the  fact 
that  you  had  ascertained  he  had  been  paid  for  his  services  in  the 
Provident  Savings  Trust  case,  and  there  was  no  basis  for  the  ISTew 
York  Life  paying  any  amount  ?  A.  I  could  not  call  his  attention 
to  the  fact,  because  it  is  not  true. 

Q.  Don't  you  know  that  the  Provident  Savings  had  paid  him  for 
his  services  ?    A.  I  don't  know  anything  about  that. 

Q.  Haven't  you  ever  heard  of  that  ?  'A.  !N"ever  heard  of  it. 

Q.  Are  you  now  aware  of  any  reason  why  the  ISTew  York  Life 
should  have  agreed  to  pay  him  any  sum  whatever  in  connection 
with  the  saving  of  taxes  in  connection  with  litigation  over  the  Law 
of  1901  ?  A.  I  don't  see  any  reason  why  they  should  not  have 
paid  him  for  his  services. 

Q.  Why  shoiild  he  be  paid  for  his  services  which  were  not  ren- 
dered on  their  behalf,  and  was  paid  for  by  the  Provident  Savings 
Company  ?  A.  My  understanding  is  the  services  were  rendered 
entirely  on  behalf  of  the  New  York  Life  Insurance  Company. 

Q.  Then  you  have  not  been  here  recently  to  hear  testimony  cm 
that  point  ?  A.  Well,  I  don't  think  that  would  change  my  opinion 
whether  I  heard  it  or  not. 

Q.  Did  you  personally  have  anything  to  ,do  with  Mr.  Hamilton's 
retainer  in  that  matter  ?    A.  Not  at  all. 

Q.  You  kiicw  nothing  about  it,  save  that  you  have  heard  ?  A. 
Nothing  at  all. 

Q.  But  treating  the  $90,000  of  the  aggregate  placed  in  Mr. 
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Hamilton's  hands  as  applicable  to  that  retainer,  we  have  left,  it 
would  appear  something  like  $865,000  ?  A.  You  have  got  to  take 
$100,000  from  that. 

Q.  And  that  is  for  the  reason  you  deem  that  to  be  unexpended  ? 
A.  I  don't  know  about  that 

Q.  We  should  not  take  it  from  that  unless  we  know  it  has  not 
been  expended.  That  is  one  of  the  things  you  wanted  to  find'  out  ? 
A.  I  don't  know  whether  it  ever  occurred  to  me  to  find  it  out.  I 
do  not  think  he  has  attempted  to  account  for  the  $100,000  in  that 
statement  at  all. 

Q.  You  did  not  go  over  to  Mr.  Hamilton  entirely  in  the  dark  as 
to  the  amounts  for  which  he  should  render  an  accounting?  A.  I 
went  over  there  to  Mr.  Hamilton  to  get  an  accounting'  for  every 
dollar  he  had  ever  had  from  the  ISTew  York  Life  Insurance  Com- 
pany. 

Q.  You  knew  what  he  had  had,  didn't  you  ?  A.  I  cannot  say  as 
I  did.     I  had  a  general  knowledge  of  it. 

Q.  Didn't  you  take  a  memorandvim  from  the  office  of  the  sums 
he  had  had  and  of  which  you  desired  a  full  accounting?  A.  No, 
-sir. 

Q.  Did  you  have  in  mind  the  $235,000  as  well  as  the  amounts 
that  had  been  paid  him  directly  for  legal  expenses  ?  A.  I  had  in 
mind  every  dollar — to  account  for  every  dollar  he  had  ever  got 
from  the  New  York  Life  Insurance  Company. 

Q.  Trusting  to  him  to  state  what  he  had  ?    A.  Absolutely. 

Q.  Not  taking  anything  from  the  office  to  make  as  a  basis  for 
your  demand  ?     A.  No,  sir. 

Q.  And  your  idea  now  is  that  the  difference  between  $720,000 
that  figures  in  his  account,  and  the  $865,000,  the  apparent  total  of 
the  items  mentioned  exclusive  of  the  amounts  paid  in  connection 
wit  hthe  tax  retainer,  should  be  treated  as  in  his  hands  1  A.  You 
mean  that  $100,000  ? 

Q.  No,  I  mean  the  difference  between  $720,000  and  $865,000. 
A.  Why,  certainly  it  is  in  his  hands  for  services  that  he  was  paid 

for. 

Q.  I  thought  we  had  deducted  everything  that  he  had  been  paid 
for?  A.  No,  he  has  been — how  in  the  world  could  I  get  an  ac- 
counting from  him  for  the  $80,000  or  $90,000  that  has  been  paid. 

Q.  I  adopted  your  suggestion  for  the  purpose  of  the  moment, 
and  deducted  that  from  the  total?  A.  I  am  glad  you  did  that. 
That  is  what  I  would  like  to  do. 
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Q.  That  still  leaves  $865,000  and  he  has  only  accounted  for 
$T20,000  ?  A.  Then  I  think  you  wanted  to  deduct  that  $100,000 
that  he  returned. 

Q.  Has  he  returned  that  ?  A.  I  don't  know.  He  did  not  re- 
turn it  by  me.  All  he  said  to  me  was  that  when  this  report  was 
acted  upon  by  the  Committee  $100,000  would  be  placed  in  their 
hands. 

Q.  What  about  the  balance  of  $45,000?  A.  That  balance  of, 
$45,000 — I  think  he  could  not  account  for  money  spent  in  1901, 
M'hich  was  that  $56,000  payment;  he  only  accounted  in  that  year 
1901  for  $20,000,  which  wa,s  the  item  that  he  collected  in  that 
year,  and  the  difference  between  that  was  money  he  had  evidently 
spent — I  forget  the  dates  of  those  notes,  only  I  have,  an  idea  that 
if  those  notes  were  taken  up  at  that  time  for  the  years  1896  and 
189Y,  of  course  he  could  not  account  in  the  year  1901  for  the 
moneys  he  had  spent  in  those  years.  I  think  if. you  take  from  that 
the  difference  between  $36,000  and  $39,000,  the  amount  he  re- 
ceived in  taxes  and  the  $100,000  which  he  is  to  place  in  the  Trus- 
tee's hands 'in  escrow,  you  will  come  pretty  near  finding  the  two 
out  of  the  three. 

Q.  Why  should  he  put  anything  in  the  Trustee's  hands  in  escrow 
— why  shouldn't  he  pay  over  ?     A.  I  have  no  idea  about  that. 

Q.  Did  you  suggest  that  to  him?  A.  I  did  not,  sir.  I  was 
working  morning,  noon  and  night  to  get  that  statement  from  him. 
He  was  able  to  work  only  about  two  hours  and  a  half  a  day. 

Q.  Did  you  ask  him  whether  the  moneys  which  he  had  received 
from  the  ISTew  York  Life  Insurance  Company  had  been  deposited 
in  bank?    A.  No,  sir;  I  did  not. 

Q.  Did  you  call  his  attention  to  the  fact  that  the  Committee 
had  seen  transcripts  of  his  bank  accounts  ?  A.  I  had  no  necessity 
of  calling  his  attention;  he  knew  it. 

Q.  He  knew  that  ?    A.  Yes,  sir. 

Q.  Did  he  know  the  Committee  ha^  traced  certain  deposits  or 
connected  certain  deposits  with  moneys  paid  him  by  the  New 
York  Life?    A.  Yes,  sir. 

Q.  Did  you  ask  him  how  it  was  that  if  the' moneys  had  been 
deposited  in  the  bank  he  could  draw  them  out  without  checks? 
A.  No,  I  did  not  ask  him  that  question,  but  I  don't  quite  see  what 
you  mean. 

Q.  Did  you  call  his  attention  to  the  fact  that  it  was  important 
that  he  should  show  j^ou  his  check  book  in  order  that  you  might 
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understand  that  the  moneys  had  actually  been  paid  out  for  the 
purposes  for  which  he  claimed  they  had  been  paid  ?    A.  I  did  noj;. 

Q.  Did  he  rely  in  his  talk  with  you  exclr.sively  upon  the  ground 
that  the  matter  was  so  entirely  confidential  that  the  -Board  of  Trus- 
tees were  not  entitled  to  find  out  whether  he  had  actually  spent  this 
money  ?     A.  I  do  not  see  what  you  mean  by  that. 

Q.  Just  what  I  say.    A.  I  cannot  understand  your  question.' 

Q.  Did  he  take-  the  position  that  the  Board  of  Trustees  of  the 
New  York  Life  were  not  entitled  to  know  whether  in  fact  he  had 
spent  this  money?    A.  l^o,  sir. 

Q.  Then  why  did  you  not  on  their  behalf  insist  upon  the  pro- 
duction of  his  checks  and  check  books  ?    A.  I  did  insist  upon  it. 

Q.  And  what  did  he  reply  to  your  insistence  ?  A.  He  replied 
that  he  had  no  checks  to  produce. 

Q.  Do  you  mean  by  that  that  they  had  been  destroyed?  A.  I 
could  not  tell  you  that. 

Q.  Did  you  ask  him  whether  they  were  in  existence  ?  A.  I  did 
not. 

Q.  Did  you  tell  him  of  our  request  that  you  should  come  back 
empowered  to  take  his  check  book  and  checks  and  submit  them  to 
the  Committee  ?    A.  I  did. 

Q.  What  reply  did  he  make  to  that?  A.  He  made  the  same 
reply  he  made  before,  that  he  had  no  checks  to  produce.  ^ 

Q.  Did  you  ask  him  what  he  meant  by  that?    A.  'So,  eir. 

Q.  Did  you  ask  him  whether  it  was  because  he  did  not  want  to 
produce  them?    A.  No,  sir. 

Q.  Or  because  he  did  not  have  them?  A.  ISTo,  sir;  I  did  not. 
I  did  not  ask  him  at  all. 

Q.  Did  you  acquiesce  in  his  position  that  it  would  not  be  proper 
in  view  of  his  position  that  the  whole  transaction  should  be  confi- 
dential, to  require  him  to  produce  vouchers  for  his  payments?  A. 
i  did  not  acquiesce  in  anything  at  all.  I  went  over  there  to  get  a 
statement.  I  did  the  best  I  could.  I  worked  morning,  noon  and 
night 

Q.  Did  you  ask  him  where  his  checks  or  check  books  were  ?  A. 
I  have  told  you  I  did. 

Q.  Where  did  he  say  they  were  ?  A.  He  said  he  had  no  checks 
to  produce. 

Q.  Yes,  but  did  he  tell  you  where  they  were  ?    A.  Why,  no,  sir. 

Q.  Did  you  ask  him  whether  he  had  them  in  Paris  ?  A.  'No, 
sir:  I  did  not. 
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Q.  Did  you  ask  to  see  them?     A.  No,  sir. 

Q.  How  did  he  arrive  at  these  amounts  he  had  placed  in  this 
table,  showing  a  total  expenditure  of  $720,000  ?  A.  I  could  not 
tell  you  that. 

Q.  Did  he  make  any  calculations  in  your  presence  ?  A.  No,  sir. 

Q.  Did  you  ask  him  how,  without  any  checks  to  produce,  or  any 
memoranda  or  vouchers,  he  was  able  to  figure  up  the  amoimt  ex- 
pended by  him  ?  A.  No,  sir ;  except  that  he  told  me  he  had  kept 
under  those  headings  in  a  kind  of  a  diary  he  had  had,  the  amounts 
oi  money  received  by  him  from  the  New  York  Life  Insurance 
Company,  and  that  he  had  entered  under  those  headings  the  dis- 
bursements he  had  made,  entered  in  that  list. 

Q.  Did  you  ask  him  to  show  that  to  you?     A.  I  did  not. 

Q.  Did  he  show  it  to  you?     A.  He  did  not. 

Q.  This  first  column,  under  the  head  of  retainers,  you  under- 
stood that  he  had  retained  as  his  own  compensation?  A.  Abso- 
lutely. ' 

Q.  The  second  column,  under  the  head  of  five  per  cent,  of  dis- 
bursements, you  understood  he  had,retained  for  his  own  compensa- 
tion?    A.  Absolutely. 

Q.  The  fifty  per  cent,  of  difference  between  the  amount  ex- 
pended and  one  himdred  thousand  dollars,  you  understood  that  he 
liad  retained  for  his  own  compensation  ?  A.  Absolutely,  it  be- 
longed to  him. 

Q.  Making  a.  total  of  those  three'  items  in  the  years  1899  to 
1905,  inclusive,  of  about  a  hundred  and  sixty  thousand  dollars? 
A.  Does  it  make  as  much  as  that?  I  do  not  think  it  makes  quite 
as  much  as  that,  about  a  hundred  and  fifty-two  thousand  dollars, 
I  should  say — yes,  about  that. 

Q.  About  a  hundred  and  sixty  thousand  dollars  ?     A.  Yes. 

Q.  The  next  column  states  clerk  hire  and  rent,  various  sums. 
To  what  rent  did  he  refer  ?     A.  Kent  for  his  offices. 

Q.  What  ofiices?  A.  He  has  offices  in  New. York  city  and  has 
offices  in  Albany. 

Q.  And  he  has  oifices  in  the  New  York  Life  Building  in  New 
York  ?  A.  Yes,  but  I  think  he  had  offices,  before  that  in  the  Flat- 
iron  Building. 

Q.  "When  did  he  have  offices  in  the  Flatiron  Building     A.  I 

could  not  tell  you  that.     I  think  it  w^s  along  from  1902  until 

«'ell,  I  could  not  say.  - 

Q.  Did  he  have  an  office  this  year  in  the  Flatiron  Building  ?•    A. 
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I  think  he  did.  I  am  not  sure  about  that.  That  is  merely  con- 
jecture,  upon  my  p'art. 

Q.  Was  he  practicing  law  for  the  'New  York  Life  Insurance 
Company  in  the  Flatiron  Building?     A.  I  think  so. 

Q.  Did  he  not  have  an  office  in  the  New  York  Life  Insurance 
Company's  Building?     A.  I  think  so. 

Q.  Why  should  he  have  quarters,  or  an  office,  in  the  Flatiron 
Building  ?  A.  I  don't  know,  sir ;  I  think  that  would  be  a  proper 
question  to  ask  Mr.  Hamilton  if  he  was  here. 

Q.  Did  you  ask  him  that  ?     A.  No. 

Q.  Did  you  ask  him  what  those  items  of  rent  were  for  ?  A.I 
did. 

Q.  What  did  he  tell  you  ?  A.  Rent  for  offices  and  clerks  in  the 
offices. 

Q.  Did  you  ask  him  what  offices  he  had  rented?  A.  I  asked 
him  in  a  general  way;  yes,  sir. 

Q.  What  did  he  tell  you  ?  A.  He  told  me  he  had  offices  in  New 
York  and  Albany. 

Q.  You  were  after  an  accounting.  What  accounting  did  you 
get  for  these  items  aggregating  a  hundred  and  twenty -four  thou- 
sand dollars  for  clerk  hire  and  rent?    A.  That  is  all  I  have. 

Q.  Did  yoii  ask  him  to  whom  he  had  paid  nine  thousand  dollars 
rent  in  1905  ?     A.  No. 

Q.  Or  did  you  ask  him  to  whom  he  had  paid  nine  thousand  "dol- 
lars rent  in  1904?    A.  No,  sir. 

Q.  Does  he  pay  the  New  York  Life  Insurance  Company  rent? 
A.  I  cculd  not  tell  you  that,  sir. 

Q.  What  clerk  hire  has  he?  A.  Well,  I  could  not  tell  you  that. 
I  suppose  he  has  quite  a  number  of  clerks.  He  told  me  his  pay- 
roll for  clerks  amounted  to  about  five  hundred  dollars  a  month. 

Q.  Five  hundred  dollars  a  month  ?    A.  Yes,  sir. 

Q.  I  suppose  it  would  be  fair  to  say  that  the  clerk  hire  is  in- 
cluded in  these  items  each  year  appearing-  each  year  according  to 
the  Leading  ?    A.  Yes,  sir ;  I  suppose  so. 

Q.  So  we  do  not  know  for  the  year  1905,  how  much  was  for 
rent  and  how  much  for  clerk  hire  ?  A.  I  do  not  think  there  is  any 
separation. 

Q.  Did  you  ask' him  to  separate  them?    A.  No,  sir. 

Q.  Does  he  pay  the  wages  or  compensation  of  any  clerk  in  his 
office  in  the  New  York  Life  Building?    A.  He  pays  all  of  thein. 

Q.  Does  he  pay  Mr.  Lynch  ?    A.  Absolutely, 


44:44  Legislative  Insurance  Investigation. 

Q.  Is  not  Mr.  Lynch  on  the  payroll  of  the  New  York  Life  ?  A. 
Xo,  sir ;  not  that  1  know  of.  Of  course,  that  is  a  broad  question  to 
ask  roe,  but  I  don't  think  he  is. 

Q.  Let  us  see  about  that A.  There  may  have  been  a  pay- 
ment made  to  Mr.  Lynch  some  years  ago  before  Judge  Hamilton 
came  down,  but  when  Judge  Hamilton  came  down  and  took  charge 
of  that  bureau  in  1902  all  the  men  employed  up  there  were  em- 
ployed by  him. 

Q.  What  is  the  amount  of  his  payroll  at  the  !N"ew  York  Life 
ofSce?    A.  I  could  not  tell  you,  Mr.  Hughes. 

Q.  Did  you  ask  him  what  proportion  of  his  expenses  for  clerk, 
Jiire  he  Was  charging  in  this  account  ?     A.  No,  sir ;  he  told  me 
that  the  average  of  his  clerk  hire  was  about  $500  a  month. 

Q.  As  a  matter  of  fact,  do  you  understand  that  this  is  all  his 
clerk  Lire  or  only  a  part  of  it  ?    A.  I  think  it  is  all  his  clerk  hire. 

Q.  You  think  it  is  all  his  clerk  hire?  A.  Of  course,  that  is  con- 
jecture on  my  part. 

Q.  Including  the  Albany  office  ?     A.  I  think  so. 

Q.  And  his  Matiron  office  ?    A.  I  think  so. 

Q.  Why  should  he  have  charged  against  the  moneys  received 
from  the  New  York  Life  all  his  clerk  hire?  Isn't  he  practicing 
law  for  others  ?  A.  I  don't  know  that  he  is ;  and  I  don't  know  that 
lje_has  charged  all  those  against  the  New  York  Life. 

Q.  Well,  that  is  your  understanding?  A.  If  I  answered  that 
(juestion  that  way  I  did  -not  mean  to,  because  I  have  absolutely  no 
knowledge  that  those  items  for  clerk  hire  have  all  been  charged. 

Q.  He  is  in  receipt  of  a  very  large  sum  from  his  practice  inde- 
pendently of  what  he  received  from  the  New  York  Life  ?  A.  I 
hope  he  is. 

Q.  You  imderstand  that  he  has  received  large  sums  from  the 
other  insurance  companies  in  this  very  tax  matter  where  the  New 
York  Life  was  involved  ?     A.  I  understand  so. 

Q.  Yet  in  making  up  this  expense  list  does  he  charge  the  entire 
amount  against  the  amount  received  from  the  New  York  Life? 
A.  I  don't  know  as  to  that. 

Q.  Did  you  ask  him  how  $24,000  could  have  been  expended  in 
traveling  expenses  in  1905  ?    A.  No,  sir. 

Q.  Did  that  amount  excite  your  curiosity  ?'  A.  I  thought  it  was 
a  pretty  big  amount. 

Q.  Did  you  mention  that  to  him  ?    A.  No,  sir. 

Q.  Did  you  ask  him  how  he  got  such  a  round  figure  as  $24,000 
for  1905?    A.  No,  sir. 
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Q.  Did  you  ask  through  whom  this  had  been  disbursed?  A. 
ISTo,  sir.  ^ 

Q.  Whether  any  part  of  his  OAvn  traveling  expenses  was  in- 
cluded in  it?  A.  I  think  ail  his  own  traveling  expenses  were  in- 
cluded. 

Q.  Did  you  ask  him  how  much  was  for  his  own  traveling  ex- 
penses ?    A.  I  did  not. 

Q.  Of  course,  he  was  not  including  any  part  of  his  traveling 
expenses  to  Europe  ?    A.  I  hope  not. 

Q.   So  it  would  be  entirely  before  July  1st  ?    A.  Yes,  sir. 

Q.  Did  you  ask  him  what  traveling  he  had  done  in  that  period  ? 
A.  Ko. 

Q.  Did  you  ask  if  he  could  sever  the  amount  paid  for  newspaper 
articles  from  those  paid  in  representation  in  other  ways?  A.  I 
did  not. 

Q.  Well,  what  analysis,  criticism  or  examination  did  you  sub- 
ject this  account  to?  A.  I  did  not  make  any,  sir.  My  duty  was 
to  go  over  there  and  get  a  statement  from  him. 

Q.  Whatever  he  gave  you  ?    A.  Whatever  he  gave  me ;  yes,  sir. 

Q.  So  you  did  not  construe  your  powers  as  broad  enough  to 
riubject  him  to  any  examination  on  the  matter?  A.  I  do  not  think 
I  would  ha^-e  been  competent  to  make  any  examination  of  him  on 
the  matter. 

Q.  So  you  were  there  to  take  what  he  would  give  you  on  the 
matter  ?    A.  Absolutely. 

Q.  I  notice  here  in  1902  a  statement,  Daniel  E.  Lynch,  retainer, 
in  the  payroll?  A.  Yes,  sir;  that  was  probably  before  he  came 
down. 

Q.  And  Daniel  E.  Lynch,  services  ?  A.  He  was  on  the  payroll 
of  the  company  previous  to  Judge  Hamilton's  coming  down  to 
take  charge  of  the  bond  and  mortgage  bureau,  and  when  Judge 
Hamilton  came  down 

Q.  When  was  that  ?    A.  It  Avas  after  January,  1903. 

Q.  Are  the  expenses  of  the  clerk  hire  in  that  bond  and  mortgage 
bureau  included  in  this  account  ?    A.  In  which  account  ? 

Q.  This  account  of  Mr.  Hamilton's?     A.  Oh,  yes;  he  pays  all. 

Q.  Although  they  relate  to  bond  and  mortgage  matters?  A. 
Yes,  sir. 

Q.  Has  he  ever  be6n  asked  for  a  budget  in  connection  with  his 
expenses  in  such  matters  ?    A.  I  could  not  tell  you,  Mr.  Hughes. 

Q.  Did  you  call  to  his  attention  that  it  was  a  matter  of  consider- 
able importance  that  he  should  make  a  clean  breast  of  exactly  what 
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had  l)oen  done  in  connection  with  his  bureau?  A.  I  most  cer- 
iniiily  (lid. 

Q.  And  tell  you  how  he  had  —  to  whom  he  had  paiid  thfl 
moneys  and  the  amounts  that  were  paid?     A.  Yes,  sir. 

Q.  And  he  replied  to  that  in  what  way  ?  A.  In  the  same  way 
as  he  has  in  the  statement. 

Q.  Did  you  suggest  to  him  that  it  was  not  competent  for  tho 
president  to  put  any  person  in  receipt  of  moneys  from  the  insur- 
ance company  in  a  position  where  an  accounting  could  not  bo 
demanded?     A.  N"o,  sir. 

Q.  Did  you  tell  him  that  the  trustees  were  entitled  to  have  an 
account  regardless  of  his  feelings  in  the  matter?  A.  I  do  not 
think  that  would  have  made  any  difference  to  him. 

Q.  So  you  have  no  knowledge  and  obtained  no  information 
from  him  other  than  is  contained  in  this  statement  ?  A.  That  is 
f.ll,  sir. 

Q.  Have  you  in  any  other  way  ascertained  to  whom  any  of 
these  moneys  were  paid  ?    A.  ISTo,  sir. 

Q.  Have  you  made  any  eifort?     A.  No,  sir. 

Q.  Has  any  effort  been  made  by  the  executive  officers  of  the 
company,  so  far  as  you  know?  A.  That  I  could  not  tell  you, 
Mr.  Hughes. 

Q.  So  up  to  date  this  memorandum  from  Mr.  Hamilton  is  all 
the  information  that  the  executive  officers  or  the  Board  of  Trus- 
tees possess  as  to  what  has  been  done  with  the  moneys  placed  in 
his  hands?     A.  Absolutely,  so  far  as  I  know. 

MR.  HUGHES :  That  is  alL 

THE  WITNESS :  Let  me  say  a  word,  if  you  will,  in  regard 
to  my  work  in  Paris.  I  arrived  there  and  had  a  very  bad  trip 
over,  and  was  not  feeling  particularly  well,  ,and  I  got  to  Paris 
-on  Saturday  night,  and  was  unable  to  have  Judge  Hamilton  to 
-get  to  work  on  the  statement  until  Monday,'"  and  it  was  a  tedious 
proceeding.  He  is  in  constant  pain  with  his  trouble.  In  addi- 
tion to  the  trouble  mentioned  in  the  certificate  he  has  got  a 
very  bad  case  of  nephritis,  for  which  he  went  to  Carlsbad  this 
summer,  and  it  is  practically  impossible  for  him  to  work  for  any 
continuous  period  at  all.  I  was  most  anxious  to  get  back  before 
the  Committee  adjourned,  and  so  therefore  a  lot  of  the  questions 
you  asked  me  whether  I  interrogated  Mr.  Hamilton  or  not  were 
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not  occasioned  by  any  lack  of  desire  on  my  part  to  obtain  the 
information  you  have  asked,  but  I  was  anxious  to  get  that  state- 
ment from  him,  and  that  was  my  chief  and  sole  ambition. 

Q.  I  notice  that  the  statement  is  very  meagre  with  regard  to 
ihe  matter  of  the  moneys  paid  by  Morgan  &  Co.  A.  I  do  not 
think  he  knew  very  much  about  that. 

Q.  Well,  he  had  got  the  original  moneys  from  the  New  York 
Security  and  Trust  Company,  had  he  not?  A.  I  don't  know 
sbout  that.    That  was  before  my  connection  with  the  company. 

Q.  Did  you  ask  him  about  that?    A.  I  do  not  think  I  did. 

Q.  You  say  you  do  not  think  he  knew  much  about  it?  A.  He 
says  there  he  does  not  know  how  those  accounts  were  settled,  and 
that  he  did  not  know  until  he  read  it  in  the  paper  how  those 
accounts  were  taken  up. 

Q.  Did  he  know  how  they  were  originated?  A.  I  presume  he 
did.     He  must  have. 

Q.  Did  you  ask  him  about  that?  A.  JSTo,  because  that  would 
have  taken  him  back  of  the  year  1897,  and  I  do  not  think  he 
had  any  data  that  he  would  have  been  able  to  furnish  that  would 
give  the  pai-ticular  information. 

Q.  Did  he  include  in  his  report  to  the  Prussian  Governmeni 
any  accounting  for  those  moneys  finally  paid  by  Morgan  ct  Co. 
and  originally  advanced  him  by  the  Central  Bank  and  the  IS^ew 
York  Security  and  Trust  Company?  A.  I  could  not  tell  you 
that,  Mr.  Hughes. 

Q.  It  is  hardly  possible  that  he  should  have  at  that  time?  A. 
I  could  not  tell  you.  I  have  not  a  clear  enough  distinction  in 
regard  to  that  Prussian  report. 

Q.  The  point  that  occurred  to  us  when  we  were  examining 
into  that  matter  the  other  day,  was  why  it  was  that  moneys  should 
be  borrowed  by  Mr.  Hamilton  for  the  purpose  of  meeting  such 
expenses  when  the  New  York  Life,  of  course,  had  very  large 
balances  and  was  abundantly  able  to  take  care  of  any  disburse- 
ments he  had  to  make.     A.  Yes,  sir. 

Q.  Did  you  bring  that  to  his  attention  ?    A.  No,  sir. 

Q.  Well,  inasmuch  as  these  amounts  were  obtained  by  him 
before  1899—    A.  Yes. 

Q.  You  did  not  inquire  into  that  particularly?  A.  Not  at  all, 
no,  sir. 

Q.  Why  should  he  draw  the  line  at  1899,  other  than  the  fact 
that  he  had  made  a  report  to  the  Prussian  Government?    A.  Be- 
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cause  it  was  in  the  year  1899  he  started  to  keep  under  different 
headings  the  account  he  has  stated  there.  He  had  never  kept 
any  account  in  any  other  way  until  the  time  of  the  Pru.ssian  re- 
port, which  gave  him  the  idea  he  ought -to  keep  an  account  of 
such  items. 

Q.  I  thinik  the  Prussian  report  to  which  you  refer  is  in  our 
hands.  I  have  not  it  here  to  submit  to  you  for  identification.  A. 
It  is  about  nine  or  ten  pages  long.    Is  that  it? 

Q.  It  is  a  long  statement,  but  it  is  hardly  in  the  form  in  which 
I  svippose  it  was  finally  submitted,  nor  does  it  contain  anything 
in  regard  to  Mr.  Hamilton  except  the  total  amount  paid  to  him. 
A.  I  think  it  deals  entirely  with  Mr.  Hamilton  and  his  depart- 
ment. 

Q.  In  explanation  of  his  work?    A.  Yes. 

Q.  And  with  regard  to  the  measures  taken  to  defeat  obnox- 
ious legislation?    A.  I  think  so. 

Q.  Something  in  the  nature  of  this  report?  A.  I  think  so, 
yes,  sir,  it  is  a  report  nine  or  ten  pages  long. 

Q.  I  think  you  had  better  see  if  you  have  it  on  your  files. 

A.  Surely,  I  will  get  it  for  you.  In  fact  it  follows  along  very 
closely  on  the  lines  of  this  report,  Mr.  Hughes. 

Q.  I  see  in  his  statement  with  regard  to  the  notes  paid  by 
Morgan  &  Co.,  the  words,  "  And  afterward  cared  for  by  the 
company  without  my  intervening,"  did  you  ask  him  for  a  more 
detailed  explanation  of  that?  A.  ISTo,  sir.  I  think  it  explains  it- 
self. 

Q.  He  says  that  he  had  never  been  asked  by  the  creditors  to 
step  up  and  settle  and  that  he  was  content?    A.  Yes,  sir. 

Q.  Did  you  ask  him  how  it  was  that  these  matters .  were 
carried  for  years  without  any  suggestion  on  the  part  of  the  banks 
or  trust  companies  that  he  should  settle  ?  A.  No,  sir,  it  never 
occurred  to  me  to  ask  him  that. 

ME.  HUGHES :    All  right,  that  is  all. 

HEISTEY  D.  APPLETON,  resumed. 

BY  ME.  HUGHES: 

Q.  At  the  close  of  your  examination  on  Friday  we  were  in- 
quiring ^vitli  regard  to  the  amendment  of  Section  52  of  the  In- 
surance Law,  which  prevented  the  incorporation  of  assessment 
companies  as  level  premium  companies  ?    A.  Yes,  sir. 
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Q.  I  understand  that  that  was  a  departmental  measure?  A.  It 
was,  yes,  sir.  (Producing  letter.)  There  is  the  letter  of  May 
18th  addressed  to  his  Excellency  hy  the  Superintendent  approving 
the  hill,  and  there  is  the  opinion  of  the  Attorney  General,  dated 
January  6th,  1905,  which  was  really  one  of  our  reasons  for  ap- 
proving the  bill. 

,    MR.  HUGHES :    I  offer  those  in  evidence. 

(Papers  admitted  and  marked  Exhibits  858  and  859.) 

Q.  Was  it  because  of  the  receipt  of  that  opinion  that  you  fa- 
vored the  amendment  to  Section  52  providing  for  the  exclusion  in 
the  certificate  or  certificates  of  whatever  might  be  included  in  the 
case  of  a  domestic  company  organized  under  the  laws  of  the  State  ? 
A.  Partially  in  consequence  of  the  receipt  of  that  opinion  and  in 
consequence  of  the  receipt  of  other  opinions  that  we  have  had  from 
the  prior  Attorney  General,  where  there  seemed  to  be  certain  un- 
certainties as  to  Section  52,  and  the  idea  of  the  Department  was 
that  all  things  relating  to  insurance  corporations  should  be  found 
in  the  Insurance  Law  rather  than  have  to  go  to  the  ^tock  corpora- 
tion law,  Section  32.  I  am  not  positive,  Mr.  Hughes,  whether 
that  amendment  is  specifically  referred  to  in  the  text  of  the  Super- 
intendent's report  for  this  year  or  not,  but  you  will  note  that  in 
his  letter  to  the  Governor  he  specifically  states  his  reasons  along 
that  line. 

Q.  This  opinion A.  After  this  bill  was  passed  it  was  re- 
ferred to  the  Department  by  the  Governor,  and  that  is  our  ref- 
erence to  the  bill — our  recommendation  to  the  Governor  for  the 
approval  of  the  bill. 

Q.  This  opinion  of  the  Attorney  General  was  received  January 
6th,  1905  ?    A.  January  6th,  1905. 

Q.  And  when  did  you  first  propose  the  amendment  to  Section 
52  ?  A.  Well,  the  proposition  of  the  amendment  to  Section  52 
would  go  into  the  text  of  the  Superintendent's  report  of  this  year. 
It  would  be  some  time  probably  in  March. 

Q,  Is  there  a  reference  to  it  in  the  report  to  the  last  Legisla- 
ture, of  1905  ?  A.  Well,  I  think  there  is,  but  we  would  have  to 
have  the  fire  report. 

Q.  The 'fire  report?  A.  The  fire  report.  All  recommenda- 
tions of  the  Superintendent  to  the  Legislature  are  put  into  the 
fire  report,  because  it  is  the  first  volume. 
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Q.  Then  the  amendmemt  to  Section  52  providing  that  a  do- 
mestic company  in  amending  its  charter  might  include  any  pow- 
ers which  at  the  time  of  the  amendment  might  have  been  con- 
ferred by  law  npon  domestic  corporations  engaged  in  a  business 
of  the  same  general  character  was  not  suggested  by  the  Depart- 
ment at  the  instance  of  any  one  connected  with  the  Equitable 
Life  Assurance  Society  ?    A.  It  was  not. 

Q.  The  idea  of  that  amendment  was  originated  prior  to  the 
disclosure  of  the  Equitable  trouble?  A.  Before  any  of  the  con- 
troversies in  the  Eqiutable  Life  had  arisen. 

Q.  "Was  the  other  amendment  of  Section  62  which  debarred 
assessment  companies  from  incorporating  under  Article  2  of  the 
Insurance  Law  recommended  by  the  Department  in  its  report  to 
the  Legislature?  A.  I  cannot  recollect  that  without  looking  at 
the  report. 

Q.  We  wiU  have  that  here  shortly.  Has  the  Insurance  De- 
partment ever  taken  the  position,  according  to  your  recollection, 
that  it  would  not  execute  or  act  under  legislation  that  it  deemed 
impolitic  or  unwise?  In  other  words,  has  it  ever  set  up  its  own 
authority  in  opposition  to  the  provisions  of  the  Insurance  Law? 
A.  That  is  rather  a  difficult  question  to  answer,  Mr.  Hughes. 

Q.  Take  for  example.  Section  9  of  the  Insurance  Law,  provid- 
ing     A.  I  know  that  section. 

Q.  Probably  you  know  that  by  heard?  A.  That  is  the  section 
that  gives  the  Superintendent  the  right  to  refuse  admission  to 
any  foreign  corporation  when  in  his  judgment  it  is  in  the  best  in- 
terests of  the  citizens  to  so  refuse.  That  places  upon  the  Super- 
intendent the  responsibility  in  the  case  of  the  application  of  any 
foreign  corporation  to  give  his  certificate  that  it  is  a  good  corpo- 
ration if  he  admits  it;  therefore,  it  is  one  of  the  most  oneroue 
responsibilities  resting  upon  the  Superintendent,  and  great  care 
is  always  exercised  under  that  section. 

Q.  ISTow,  it  proceeds  to  say  that  the  section  shall  not  apply. to 
any  existing  domestic  insurance  corporation  or  to  fraternal  in- 
surance associations  organized  on  the  lodge  system.  Is  your  un- 
derstanding that  the  Department  under  the  law  has  not  the  power 
to  exclude  a  fraternal  assessment  organization  organized  under 
the  lodge  system  ?  A.  It  is  my  understanding  that  Section  9  does 
not  apply  to  fraternal  organizations,  but  as  a  matter  of  fact  the 
Department  without  Section  9  has  refused  to  admit  fraternal  or- 
ganizations when  in  its  judgment  it  was  for  the  best  interests  of 


Testimony  of  Henry  D.  Appleton.  4i51 


the  citizens  of  the  State,  depending  upon  them  to  start  mandaums 
proceedings  if  necessary  against  the  Department.  I  want,  if  you 
will  let  me,  to  explain  the  position  of  the  Department,  please,  Mr. 
Hughes. 

Q.  Certainly.     A.  For  instance,  there  have  been  a  number  of 
fraternal  orders  organized  at  other  points,  authorizing  the  issu- 
ance of — transaction  of  what  is  called  the  endowment  business, 
the  payment  of  benefits  to  living  members.     The  experience  of 
every  department  has  been  that  that  cannot  be  done. 
Q.  You  think  that  is  a  bad  thing?    A.  It  is  a  bad  thing. 
Q.  Apart  from   that,   what   is   j'our   authority  for   excluding 
them?     A.  None  at  all,  except  the  protection  which  the  Super- 
-intendent  thinks  he  should  ^ve. 

Q.  Has  the  Superintendent  been  clothed  by  law  to  prevent 
the  fraternal  assessment  associations  from  doing  business?  A. 
He  has  not  been  clothed  with  any  authority  of  that  character. 

Q.  Why  do  you  assume  to  exercise  it?  A.  It  has  been  exer- 
cised in  the  way  I  told  you;  all  the  Superintendents  have  deemed 
it  advisable  not  to  admit  those  orders,  and  have  said  that  if  the 
orders  wanted  to  go  to  the  courts  they  could  take  us  to  the  courts, 
and  we  would  then  have  the  guarantee  of  the  courts  for  doing 
what  we  believed  to  be  absolutely  Avrong. 

Q.  So  you  have  provided  yourself  with  an  extra  official  author- 
ity subject  to  the  jurisdiction  of  the  courts?    A.  We  have. 

Q.  Have  you  recommended  the  Legislature  to  change  Section 
9  so  that  you  would  be  clothed  with  the  authority  that  you  thinJv 
you  ought  to  have  under  the  Statutes  to  exclude  companies  not 
doing  proper  business?  A.  We  have  never  recommended  the 
Leo'islature  in  that  way,  but  indirectly  we  have  recommended 
the  Legislature  in  another  way.  We  have  asked  the  Legislature 
to  ,amend  Article  Y  of  the  Insurance  Law  and  we  have  called 
attention  of  the  Legislature  to  the  defects  of  said  article. 

Q.  Why  have  not  you  recommended'  that  that  little  sentence 
in  Section  9  should  be  changed  so  you  would  have  the  same  ex- 
pressed grant  of  discretion  in  the  case  of  fraternal  companies  as 
in  the  case  of  other  foreign  companies  ?  A.  I  cannot  answer 
that  question,  Mr.  Hughes,  why  we  have  not. 

Q.  Did  you  decline  to  give  a  certificate  to  the  Security  Life 
&  Triist  Company  or  to  relicense  it?  A.  Without  the  Depart- 
ment records  before  me  I  cannot  answer  that  question  in  the 
way  you  ask  it.    My 
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Q.  Was  that  the  company  that  had  reinsured  the  risks  of  the 
American  Union?  A.  The  Security  Trust  &  Life  Company,  its 
principal  asset  consisted  of  a  certain  piece  of  realty.  Our  De- 
partment in  appraising  that  realty  did  not  appraise  it  as  high  as 
the  company  did.  The  result  of  it  was,  we  thought  its  condition 
was  not  satisfactory.  To  the  hest  of  my  recollection  the  com- 
pany did  not  make  an  application  for  its  renewal  license.  It  is. 
possible,  however,  that  we  refused  the  renewal  license.  The 
records  will  tell. 

Q.  Is  it  not  a  fact  that  the  license  was  refused  because  the 
valuation  of  that  piece  of  real  estate  was  so  low  by  the  Depart- 
ment that  its  capital  was  impaired?  A.  I  have  stated  to  you, 
Mr.  Hughes,  that  I  cannot  tell  whether  it  was  refused  or  whether 
the  company  was  told  that  it  had  better  not  apply,  I  cannot  tell. 
I  can  verify  that  from  the  records. 

Q.  Do  you  know  what  that  real  estate  was  earning  at  the  time  \ 
A.  I  do  not.  Mr.  Hughes,  will  you  permit  me  to  make  a  state- 
ment at  this  point  ? 

Q.  Certainly.  A.  It  is  very  evident  to  me  that  you  have  not 
got  in  exact  touch  with  our  Department. 

Q.  I  am  trying  to  get  there.  A.  We  have  substantially  two 
departments.  The  Albany  office  is  the  executive  office  where 
all  correspondence  emanates  from,  where  all  valuation  of  policy 
obligations  are  made;  it  is  the  department  of  record.  The  New 
York  office,  in  charge  of  Deputy  Superintendent  Hunter,  is  the 
headquarters  of  the  Examining  Board.  All  examinations,  every- 
thing pertaining  to  an  examination,  an  appraisal  of  property,  the 
examination  of  sufficiency  of  title,  the  exarnination  of  financial 
condition — everything  connected  with  or  pertaining  to  examina- 
tions is  conducted  at  the  Albany  office 

THE  'OHAIEMAN:  At  the  New  York  office  you  mean? 

THE  WITNESS:  Excuse  me,  at  the  New  York  office.  Mr. 
Hunter,  the  Deputy  Superintendent,  may  'phone  to  me  in  the 
absence  of  the  Superintendent  that  he  wants  an  appointment  for 
a  certain  company;  that  appointment  is  immediately  sent  to  him. 
The  Superintendent  may  decide  that  some  company  should  be 
examined,  when  the  appointment  is  sent  to  Mr.  Hunter.  From 
the  time  that  that  examination  commences  until  its  close  it  is  in 
charge  of  Mr.  Hunter.  We  have  nothing  to  do  with  it.  At 
the  close  of  the  examination  Mr.  Hunter  may  send  the  report 
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to  us,  the  original  report,  and  a  copy  for  delivery  to  tlie  com- 
pany. He  may  make  delivery  of  tlie  copy  of  the  report  to  the 
company  and  notify  us  that  he  has.  Then  under  Section  39 
of  the  Insurance  Law  there  is  a  hearing  had  on  the  report.  That 
hearing  is  always  before  the  Superintendent  or  before  Mr.  Hunter. 
And  after  the  determination  of  the  report  the  report  is  filed. 
When  the  report  is  filed,  and  completed,  then  jt  comes  to  the 
Albany  office  and  rests.  Now,  for  any  information  regarding 
examinations — regarding  the  methods  of  examinations,  the  pro- 
cedure during  examinations,  it  is  but  fair  to  call  on  Mr.  Hunter. 

Q.  Well,  we  have  called  on  the  Chief  Examiner  for  one?  A. 
Yes. 

Q.  We  will  have  Mr.  Hunter  a  little  later.  ^Now,  with  regard 
to  this  matter  of  licensing,  however,  is  that  attended  to  by  the 
iN'ew  York  office?  A.  The  matter  of  licensing  is  attended  to  by 
the  Albany  office,  sir. 

Q.  And  the  grounds  for  refusing  a  renewal  of  the  license  are 
grounds  taken  and  held  by  the  Albany  office?  A.  The  grounds 
for  refusal  would  be  the  Albany  office,  or  it  might  be  something 
that  Mr.  Hunter — ^Mr.  Hunter  might  call  attention  to  something 
in  the  company. 

Q.  Well,  it  would  be  the  Alhany  office  that  would  act  finally  in 
the  premises  ?  A.  All  these  matters  are  passed  upon  by  the  Su- 
perintendent himself. 

Q.  And  the  Superintendent  asks  your,  advice  in  regard  to  the 
matter  of  licenses,  does  he  not?     A.  Yes,  sir. 

Q.  Therefore,  we  come  back  in  the  case  of  the  Security  Life 
&  Trust  Company  to  the  report  that  was  made  by  the  'New 
York  office  to  the  office  at  Albany,  and  which  led  the  office  in 
Albany — if  it  was  so  led A.  Yes. 

Q.  To  refuse  a  renewal?     A.  Yes. 

Q.  Do  you  recall  as  to  that?  A.  I  do  not  recollect  whether  it 
was  a  refusal  of  a  renewal  or  whether  the  company  did  not  ask 
for  a  renewal. 

Q.  Do  you  recall  the  ground  on  which  it  was  placed?  A.  That 
question  was  incident  to  the  valuation  of  that  realty. 

Q.  Do  you  recollect  asking  the  appraisers  for  a  return  upon 
the  income  of  the  property  which  was  appraised  at  a  low  value  ? 
A.  I  do  not  recollect  that  record,  without  looking  it  up. 

Q.  I  omitted  to  ask  you  in  regard  to  the  operation  of  this 
provision  of  law  excluding  from  the  privileges  of  Section  52 
an  assessment  association.     I  call  your  attention  to  the  case  of 
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the  Expressmen's  Mutual  Benefit  Association.  I>o  you  know 
whether  as  a  matter  of  fact  that  association  has  a  three  per 
cent,  reserve?     A.  I  do  not. 

Q.  Do  you  kno-w  whether  it  carries  a  larger  reserve  than  that 
required  by  the  law  with  reference  to  old  line  companies?  A. 
I  do  not. 

Q.  Do  you  know  anything  about  its  securities?     A.  I  do  not. 

Q.  Suppose  that  a  company  did,  although  an  assessment  com- 
pany, carry  a  reserve  more  favorable  to  its  policyholders  than 
that  required' by  the  law  of  the  State,  and  suppose  it  had  funds 
sufficient  to  make  the  required  deposit,  and  was  in  a  position 
where  it  could  show  unexceptional  securities;  would  you  say 
there  was  any  reason  for  depriving  it  of  an  opportunity  to  organ- 
ize as  a  level  premium  company?  A.  I  would  say  that  the 
Expressmen's  can  organize  as  a  level  premium  company,  not 
as  a  mutual  company,  imder  the  Act  of  1903.  I  would  say  that 
because  you  have  got  one  Expressmen's  which  you  might  desire 
To  take  care  of,  that  that  is  no  reason  for  leaving  the  door  open 
for  a  lot  of  others  who  might  be  driven  in,  not  Expressmen's. 
I  would  say  that  the  experience  of  the  Department  has  clearly 
demonstrated  that  nothing  but  disappointment  comes  to  the  policy 
or  certificate  holder  who  has  stayed  in  an  assessment  company 
even  though  it  reincorporates. 

Q.  And  what  do  you  think  of  the  fate  of  the  policyholder  who 
remains  with  an  assessment  company  that  does  not  reincor- 
porate? A.  I  don't  think  the  policyholder  who  remains  with 
the  assessment  company  that  does  not  reincorporate  is  going 
to  have  any  different  fate  than  if  it  reincorporated. 

Q.  So  that  as  far  as  your  sympathy  for  the  policyholders  is  con- 
cerned, they  are  about  in  like  case  ?  A.  My  sympathy  with  the 
policyholders  is  always  sympathy.  I  did  everything  I  could  in 
every  instance  to  protect  the  policyholders. 

Q.  We  appreciate  that,  but  I  mean  to  say  that  the  policy- 
holders are  in  like  case  in  both  instances,  in  joxir  judgment  ^ 
A.  Well,  I 

Q.  But  occasionally  there  would  be  a  company  that  could  pull 
itself  into  a  condition  where  it  could  do  an  old  line  business  a 
mutual  company  with  adequate  reserves,  and  I  fail  to  see  froia 
anything  you  state,  that  it  should  not  have  the  opportimity  to  do 
so.  A.  It  has  got  the  opportunity ;  it  has  got  the  opportunity  of 
reincorporating  under  Article  10  of  the  Insurance  Law,  Article 
10  is  still  in  existence. 


Testimony  of  Henry  D.  AppJeton.  4455 

Q.  Yon  mean  the  Stipulated  Premium  Law?  A.  I  mean  tlie 
Stipulated  Premium  Law. 

Q.  You  liave  referred  to  Article  10,  which  is  the  Stipulated 
Premium  Law  provision — you  mean  that,  do  you  not?    A.  I  do. 

Q.  I  would  like  to  read  you  a  letter  received  by  the  Commit- 
tee, or  that  portion  of  it  which  relates  to  the  Stipulated  Premium 
Act,  from  the  Hartford  Life  Lisurance  Company: 

November  25th,  1905. 
"  Hon.  W.  W.  Armstrong, 

"52  Broadway,  I^ew  York  City.  ^  '    ^ 

"  Dear  Sir : — Herewith  we  enclose  statement  which  we  believe 
gives  you  such  information  as  you  request  in  your  favor  of  the 
1 8th  inst^int.  The  business  written  in  your  State  since  1899,  when 
the  company  began  the  issuing  of  legal  reser\^e  business,  exclusively, 
has  been  very  small  in  amount.  During  1904  and  1905  there 
have  been  issued  only  thirty-eight  policies,  and  a  portion  of  those 
were  revivals,  or  transfers.  We  have  not  maintained  an  agency 
force  in  your  State  to  write  business  since  1899.  We  Avrite  a  full 
legal  reserve  policy,  the  same  as  all  old  line  companies,  but  our 
license  in  your  State  is  under  the  Stipulated  Premium  Act,  be- 
cause of  the  fact  that  we  are  still  carrying  a  volume  of  our  safety 
fund  business,  whose  form  of  license  is  so  great  a  handicap  to  the 
securing  of  new  business  that  we  have  considered  it  unwise  to  at- 
tempt writing  new  business  under  these  conditions." 

Q.  What  do  you  think  of  the  advantages  of  the  Stipulated 
Premium  Law  in  the  light  of  a  statement  like  that?  A.  Well,  I 
know  there  is  correspondence  on  file  in  the  department  at  Albany 
in  reference  to  that  particular  company.  I  know  that  that  com- 
pany was  originally  in  the  State  of  New  York  as  a  regular  com- 
pany; that  it  afterwards  changed  to  an  assessment  company;  that 
it  changed  back  to  an  old  line  company.  That  as  an  assessment 
company  it  had  a  licen  e  to  do  business  in  this  State  and  it  asked 
for  a  license  as  an  old  line  company,  and  after  giving  the  matter 
most  careful  consideration,  as  will  be  shown  by  the  departmental 
correspondence,  the  Superintendent  giving  it  a  personal  hearing 
himself  he  told  the  company  that  they  would  be  relicensed  to 
transact  business  in  JSTew  York  State  as  a  stipulated  premium  com- 
pany and  not  as  a  regiilar  life  company,  for  the  reason  that  ths 
greater  the  volume  of  their  business,  or  greater  percentage  of  their 
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•business  was  assessment  buinees.     That  record  is  on  file ;  I  cannot 
carry  all  the  ditails  in  mind;  that  is  substantially  the  situation. 

Q.  The  point  I  am  directing  your  attention  to  is  the  embar- 
rassment of  a  company  apparently  in  getting 'new  business  that 
takes  a  license  under  the  Stipulated  Premium  Law.     Are  you  ac 
quainted  with  that  ?     A.  I  cannot  say  that  I  am  acquainted  with 
the  embarrassment  of  the  company,  Mr.  Hughes. 

Q.  This  is  in  answer  to  the  suggestion  that  it  is  not  necessary 
to  enable  an  assessment  company  to  take  advantage  of  the  privi- 
leges of  Section  52,  because  it  has  the  opportunities  of  Article  10, 
to-wit,  the  Stipulated  Premium  Law?     A.  Yes. 

Q.  ISTow,  it  would  seem  from  this  that  a  company  taking  ad- 
vantage of  Article  10  is  not  in  a  very  good  position  to  obtain 
new  business?  A.  Well,  of  course,  that  is  one  of  the  questions 
that  is  subject  to  argument,  and  subject  to  review ;  but  the  Depart- 
ment cannot  always  have  everything  it  wants.  The  Department, 
in  recommending  the  Stipulated  Premium  Law,  recommended  wha± 
it  believed  to  be  something  that  would  be  helpful,  a  middle  ground 
insurance.  Whether  we  have  succeeded  or  not,  I  don't  know.  All 
legislation  is  a  matter  of  trial ;  we  do  not  pretend  to  be  infallible. 

Q.  Do  you  know  whether  under  the  laws  of  the  State  a  stock 
company,  subject  to  Article  2,  can  do  an  assessment  business? 
A.  I  cannot  answer  that  question. 

Q.  Do  you  know  of  any  prohibition  in  the  law  which  prevents 
it  from  doing  such  a  business?  A.  I  don't  think  there  is  any 
prohibition  in  the  law. 

Q.  Do  you  know  that  the  Security  Mutual  got  out  from  under 
the  provisions  of  the  Stipulated  Premium  Law  and  reincorpo- 
rated to  avoid  the  disadvantages  that  attended  it  while  it  was 
under  that  law?  A.  I  know  that  the  Security  reincorporated, 
first  reincorporated  under  10,  then  reincorporating  under  2;  and- 
I  know  that  the  explanation  that  was  made  by  the  officers  of  the 
Security  for  the  second  step  was  that  the  Stipulated  Premium 
Law  had  been  discounted  by  passing  so-called  stipulated  pre- 
mium laws  at  other  points,  which  had  none  of  the  safeguards  of . 
the  'Nevf  York  law. 

Q.  I  call  your  attention  to  the  provisions  of  Section  214,  being 
a  portion  of  Article  6,  and  to  that  part  of  the  Section  which  is  as 
follows : 

"  This  article  shall  not  prevent  any  corporation,  association 
or  society,  authorized  to  do  business  hereunder,  from  paying  out 
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of  surplus  accumulations  or  reserve  funds  to  its  members,  such 
ratable  cash  dividends  or  crediting  on  assessments  such  ratable 
sums  as  they  are  now,  or  may  hereafter  become  entitled  to  by 
the  terms  of  the  contracts,  provided  that  nothing  contained  in 
this  article  shall  be  construed  to  permit  any  contract  promising 
any  fixed  cash  payment  to  any  living  certificate  or  policyholder, 
unless  such  corporation,  association  or  society  shall  have  depos- 
ited the  sum  of  one  hundred  thousand  dollars  with  the  Insurance 
Department  of  the  State  and  the  Superintendent  has  certified 
1o  that  effect." 

Do  you  recall  the  controversy  that  came  up  with  the  Bankers' 
Life,  with  regard  to  the  application  of  that  section?  A.  I  do  not 
recall  any  controversy  with  reference  to  that  section;  no,  sir. 

Q.  Do  you  recall  that  the  Bankers'  Life  was  criticised  for 
issuing  policies  promising  cash  surrender  values?  A.  I  recall 
that  fact. 

Q.  Do  you  recall  that  the  Bankers'  Life  requested  an  oppor- 
timity  to  make  a  deposit  of  one  hundred  thousand  dollars  and 
permission  was  refused?  A.  I  do  not  recall  the  fact  in  that 
way,  no,  sir. 

Q.  What  do  you  recall  in  regard  to  their  desire  to  deposit  OEfe 
hundred  thousand  dollars,  if  anything,  in  order  to  avail  them- 
selves of  the  privileges  of  that  section?     A.  I  do  not  recall  the 
details  in  reference  to  any  tender  on  the  part  of  the  Bankers' ' 
Life  to  make  a  deposit  under  that  section. 

Q.  Do  you  make  —  do  you  use  the  word  "  tender  "  in  a  tech- 
nical way?    A.  No,  I  do  not  want  to  be  technical  at  all. 

Q.  You  mean  an  offer,  any  proposition?  A.  Any  proposi- 
tion. If  you  will  permit  me,  as  yon  have  referred  to  the  Bankers' 
Life  —  I  have  a  very  brief  statement. 

Q.  Regarding  that  whole  matter?  A.  Regarding  the  matter, 
which  I  should  like  to  present. 

Q.  Yes,  we  will  take  it  and  offer  it  in  evidence.  A.  You  can 
offer  that  in  evidence  also  (referring  to  another  paper) .  It  is  not  a 
complete  record.     That  letter  is  addressed  to  the  Bankers'  Life. 

(Papers  marked  respectively  Exhibits  IsTos.  860  "and  861,  and 
read  by  Mr.  Hughes.) 

Q.  Apparently,  your  Department  had  no  difficulty  in  express- 
ing itself  forcibly  when  it  wished  to.    ]N"ow-,  I  call  your  attention 
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to  these  positions  tliat  are  taken.  You  say  tliat  under  the  pro- 
visions of  their  existing  constitutions,  Class  "B  members  had  none 
of  the  rights  accorded  to  Class  A,  and  the  result  had  been  a  vio- 
lation of  the  spirit  of  the  insurance  law. 

Then  the  Superintendent  goes  on  to  say:, 

"  This  constitution  must  be  amended  at  the  annual  meeting 
to  be  held  in  January  coming." 

Q.  What  provision  of  law  authorized  the  Superintendent  to 
direct  that  the  constitution  must  be  amended  at  the  next  meet- 
ing? A.  The  general  provision  of  law  that  the  Superintendent 
is  supposed  to  safeguard  and  protect  the  policyholders.  The.  re- 
sults that  are  therein  set  forth  are  shown  by  reports  of  examina- 
tions of  the  examiners  of  the  Department  on  file. 

Q.  So  that  even  to  the  extent  of  requiring  a  change  in  the  con- 
stitution the  Department  has  considered  itself  as  qualified  and 
competent  to  protect  the  interests  of  policyholders  ?  A.  In  a 
case  of  that  character  and  shown  specifically  by  the  examiner's 
report. 

Q.  It  is  further  stated  "  It  is  made  most  apparent  to  me  that 
an  effort  has  been  made  on  the  part  of  the  management  of  your 
corporation  to  divert  trust  funds  belonging  to  a  particular  class 
to  the  general  funds  or  assets  of  the  company."  The  Superin- 
tendent says  he  refers  to  the  permanent  fund.  And  he  proceeds 
to  discuss  the  fund.  A.  That  is  a  detail  that  I  do  not  carry  in 
mind.     The  report  speaks  for  itself. 

Q.  Do  you  know  whether  the  courts  afterwards  decided  that  the 
fund  referred  to  belonged  to  the  general  fund  of  the  company? 
A.  I  do  not. 

Q.  Do  you  know  whether  or  not  that  fund  is  now  in  tht  general 
fund  of  the  company?     A.  I  do  not. 

Q.  Have  you  advised  yourself  as  to  the  question  whether  this 
position  taken  by  the  Department  was  adhered  to?  A.  I  have 
not. 

Q,  Or  has  been  abandoned?     A.  I  have  not. 

Q.  Do  you  know  anything  about  the  matter?  A.  Mj  memo- 
randum, Mr.  Hughes,  is  a  statement  of  fact.  Since  this  matter 
was  first  called  to  my  attention  on  Saturday  I  hastily  looked  it  over 
and  I  have  set  forth  before  you — ^I  have  not  had  an  opportunity 
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to  look  it  over;  the  matter  is  a  matter  of  record  on  the  Depart- 
ment files. 

Q.  Is  the  fund  in  question  included  in  the  liabilities  of  the 
company  according  to  its  report  (showing  witness  book)?  A. 
I  cannot  answer  that  question. 

Q.  You  don't  know  anything  about  the  matter  personally?  A. 
I  don't  know  anything  about  that,  sir. 

Q.  "Well,  after  the  Department  had  taken  this  position  in  Mr. 
Payn's  letter,  who  in  the  Department  was  charged  with  the  d\ity 
of  keeping  track  of  the  matter  and  requiring  the  evidence  to  be 
furnished  called  for  by  the  Superintendent's  letter?  A.  Well, 
the  matter  was  a  matter  that  was  pending  for  some  few  months 
after  the  Superintendent's  letter.  In  the  fall  of'  that  year  the 
company  reincorporated  under  the  provisions  of  Chapter  690  of 
the  Laws  of  1893,  paying  in  a  capital  stock  of  $100,000,  and  to 
the  best  of  my  recollection  everything  at  that  time  was  a  clean 
bill  of  health  and  straightened  out  the  troublesome  questions  and 
the  incorporating  as  a  regular  company  under  Chapter  690,  Laws 
of  1893,  all  of  the  questions  we  raised  in  reference  to  the  char- 
acter of  their  contract  was  taken  care  of,  because  they  had  the 
right;  but  you  cannot  expect  me  to  cary  in  mind  all  of  those 
details. 

Q.  Oh,  no.  A.  And  I  have  not  them  in  mind.  I  have  tried  to 
be  frank  with  you. 

Q.  I  merely  want  to  get  .what  you  do  recall.  I  suppose  it  was 
a  matter  of  some  importance  and  as  to  which  the  policy  of  your 
Department  might  be  in  mind?  A.  I  have  tried  to  give  you  a 
fair  and  full  statement  in  a  very  hurried  way. 

Q.  The  particular  instance  is  not  so  important  as  the  general 
attitude  of  the  Department  tovt^ards  certain  questions.  Here  is 
a  third  matter  referred  to  by  the  Superintendent.  He  says  "  the 
policy  contracts  now  in  use  are  not  policies  which  can  properly 
be  written  by  an  assessment  life  insurance  corporation,"  and  he 
proceeds  to  say  "  the  policy  contracts  must  be  amended  so  as  to 
meet  with  the  approval  of  this  Department  or  I  will  be  compelled 
to  take  action  of  a  character  which  will  be  detrimental  to  your 
management  and  will  necessarily  prejudice  your  company  before 
the  insuring  public."  Now  the  Superintendent  has,  in  fact,  been 
in  a  position  where  an  insurance  company  had  to  meet  his  wishes 
with  regard  to  forms  of  policies,  has  it  not?  A.  In  this  instance, 
yes,  sir. 
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Q.  What  is  true  in  this  instance  is  true  in  any. instance  where 
a  company  uses  a  misleading  and  ambiguous  and  deceptive  or 
improper  form  of  policy  contract?  A.  I  do  not  agree  with  you 
in  your  contention  for  one  moment,  Mr.  Hughes. 

Q.  HoAv  would  the  Superintendent  he  able  to  take  action  of.  a 
character  detrimental  to  the  management  of  the  Bankers'  or  that 
would  prejudice  the  Bankers'  before  the  insuring  public  because 
of  the  character  of  their  policies,  and  could  not  take  the  same 
action  where  any  insurance  company  isstfcd  policies  with  decep- 
■ive  and  ambiguous  provisions  such  as  were  likely  to  ensnare  the 
unwary  policyholder?  A.  Do  you  want  my  statement  in  refer- 
ence to  that,  Mr.  Hughes? 

Q.  Yes.  A.  The  company  in  question  is  an  assessment  com- 
pany. It  cannot  write  any  policy  agreeing  to  pay  a  definite 
amount  of  insurance  for  a  fixed  or  definite  premium.  It  has  got 
to  incorporate  in  its  policy  contracts  a  safety  clause  provision  to 
show  the  policyholders  what  they  are  getting.  The  Bankers'  Life 
are  issuing  a  contract  so  carefully  worded  that  the  ordinary  in- 
surer does  not  know  that  the  safety  clause  provision  is  in  the  con- 
tract; therefore  they  are  violating  the  provisions  of  the  insur- 
ance law  as  interpreted  by  the  Attorney  General,  Sections  207 
and  210.  There  is  a  definite  provision  in  the  law.  There  is  no 
such  definite  provision  in  the  law  applicable  to  a  regular  life  com- 
pany. A  regular  life  company  can  issue  such  'a  contract  as  it 
may  elect;  it  has  got  to  maintain  the  reserve  provided  for  under 
Section  84 — and  that  is  the  position. 

Q.  Did  you  allege  in  this  letter  that  they  had  put  a  safety  clause 
provision  in  ambiguous  or  uncertain  terms  ?  A.  Yes,  sir,  I  thinlc 
there  is  sonie  reference  of  that  character. 

Q.  On  the  contrary,  the  letter  seems  to  say: 

"  We  recognize  the  safety  clause  provision  as  being  ample  to 
enable  the  call  of  extra  premiums  or  assessments,  or  to  increase 
the  premium  or  assessment  rate,  in  the  event  of  the  present  rate 
being  insufficient ;  at  the  same  time  there  are  features  in  connection 
with  these  policies  which  do  not  belong  to  assessment  insurance." 

Now,  the  point  was  that  they,  had  included  cash  surrender 
values  —  that  was  it,  wasn't  it  ?    A.  I  think  that  was  the  point. 

Q.  Now,  what  action  did  you  take  to  prevent  other  companies 
from  putting  their  safety  clause  or  their  power  to  increase  assess- 
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ments  in  such  dubious  or  ambiguous  provisions  that  the  ordinary 
policyholder  would  not  detect  them?  A.  I  think  in  every  single 
instance  where  the  Department's  attention  was  called  to  a  com- 
pany attempting  to  pay  cash  surrender  value,  or  not  having  a 
safety  clause  provision  in,  that  the  Department  addressed  the 
company  and  told  them  that  they  must  have  the  safety  clause  pro- 
vision in. 

Q.  Now,  have  you  addressed  yourself  to  the  supervision  of 
policies  in  any  other  cases  than  where  the  question  of  the  safety 
clause  provision  in  assessment  policies  has  been  up?  A.  "Well, 
there  have  been  some  questions. 

Q.  Take  these  guaranty  gold  bonds  that  we  hear  of  — •  have  you 
addressed  your  attention  to  those  ?  A.  Mr.  Hughes,  we  have  never 
questioned  a  policy  contract  written  by  a  regular  life  company 
which  has  the  right  to  issiie  a  contract  agreeing  to  pay  a  definite 
amount,  for  a  fixed  or  definite  premium. 

Q.  So  that  in  all  the  old  line  companies  and  the  very  large 
companies  you  have  never,  and  the  Superintendent  has  never, 
said  that  he  would  be  compelled  to  take  action  \vhich  would 
necessarily  prejudice  the  company  before  the  insuring  public  if 
they  do  not  revise  their  policies?  A.  He  certainly  has  not,  be- 
cause he  has  got  no  such  right  in  the  law,  while  in  the  case  in 
point  he  has  the  right  in  the  law.  The  defect  is  not  the  Super- 
intendent; it  is  the  defect  of  the  Insurance  Law. 

Q.  So  that  the  point  was  in  the  particular  case  of  the  assess- 
ment contract,  that  he  thought  he  had  a  ground  under  the  law 
to  take  advantage  of  it  ?    A.  Will  you  let  me  make  a  statement  ? 

Q.  You  are  'making  them  all  the  time ;  go  on  and  make  an- 
other. A.  Up  until  1892  an  assessment  corporation  did  not  write 
a  contract  in  definite  amount;  it  was  merely  what  they  collected. 
In  1892  Section  210  was  put  in  the  law,  requiring  them  to  write 
a  contract  for  a  definite  amount,  and  making  them  liable  for  the 
fixed  amount.  The  Attorney-General  interpreted  that  section  as 
requiring  the  safety  clause  provision,  and  from  that  time  on  we 
have  endeavored  to  see  to  it  that  all  the  assessment  contracts  writ- 
ten should  contain  that  safety  clause  provision,  as  that  is  a  direct 
mandate  of  the  law. 

Q.  Did  you  supervise  the  way  in  which  it  was  put  in,  or  were 
you  siinply  content  with  what  you  deemed  to  be  its  legal  suffici- 
ency ?  A.  Well,  we  attempted  to  a  certain  degree  to  supervise  the 
way  it  was  put  in. 
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Q.  Did  you  do  that  in  the  Mutual  Reserve  ?  A.  In  the  case  of 
the  Mutual  Reserve  ? 

Q.  Yes.  A.  Every  contract  of  the  Mutual  Reserve  has  got  the 
safety  clause  provision  in. 

Q.  Undoubtedly,  but  did  you  suggest  to  them  the  way  in  which 
it  should  be  put  in,  so  that  no  one  could  be  deceived,  or  suppose 
that  premiums  stated'on  the  first  page  were  the  only  premiums 
they  would  have  to  pay  ?  A.  I  have  no  recollection  that  we  ever 
attempted  to  review  the  contracts  of  the  Mutual  Reserve  from 
that  standpoint,  and  yet  we  may  have. 

Q.  What  I  want  to  get  at  is  this :  Is  the  power  of  the  Super- 
intendent, his  practical  authority  under  the  law,  sufficient  to  enable 
him  to  say:  "You  cannot  put  out  a  policy  of  that  description 
with  that  deceptive  language,  or  that  provision  tucked  off  in  some 
minor  paragraph,  without  my  taking  action  which  will  be  detri- 
mental to  your  management  and  will  necessarily  prejudice  your 
company  before  the  insuring  public?"  A.  Unfortunately  it  has 
not.  The  reason  in  the  case  of  the  Empire  Life  that  you  are  now 
discussing 

Q.  The  Bankers'.  A.  There  were  reports  before  the  Superin- 
tendent calling  his  particular  attention  to  those  conditions. 

Q.  So  you  think  he  is  really  not  armed  with  power  generally  to 
supervise  policies  ?  A.  He  has  not  got  the  power  he  should  have 
in  that  particular  at  all,  sir. 

Q.  They  ought  all  to  be  submitted  to  him,  and  no  form  should 
be  allowed  without  that — is  that  your  idea  ?  A.  I  stated  to  you 
Friday  my  personal  belief  was  that  the  time  had  arrived  when  we 
should  have  standard  life  policies.    That  covers  it. 

(Recess  until  2.30  P.  M.) 
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AFTEK  EEOESS. 

HENRY  D.  APPLETON,  resumed. 
BY  ME.  HUGHES: 

Q.  It  is  further  stated  in  Mr.  Payn's  letter  of  December  23, 
'1898,  that  until  the  Bankers'  Company  had  relieved  the  situation 
hy  conforming  to  some  of  the  suggestions  contained  in  the  letter 
he  did  not  feel  that  he  would  be  warranted  in  giving  what  might 
be  considered  as  a  quasi  approval  of  past  methods  which  would 
apparently  follow  his  permission  for  reincorporation.  What  right 
had  the  Superintendent  to  refuse  permission  for  reincorporation 
if  the  statute  was  complied  with  ?  A.  The  statute  expressly  pro- 
vides that  they  can  only  reincorporate  with  the  Superintendent's 
permission. 

Q.  The  Superintendent  interpreted  that  to  mean  that  he  can 
require  any  change  in  the  management  of  the  affairs  of  the  com- 
pany- that  seemed  to  him  just  ?  A.  That  was  the  interpretation  at 
that  time,  sir. 

Q.  And  then  these  were  matters  that  were  referred  to,  in  the 
letter  with  regard  to  the  past  conduct  of  business  such  as  would 
have  been  affected  by  reincorporation  under  Article  X  ?  A.  - 
Well,  I  don't  remember  all  of  the  details,  just  what  the  matters 
were,  Mr.  Hughes.  At  the  time  that  matter  was  up  it  was  so 
considered  by  the  Department  as  expressed  in  the  Superintendent's 

letter. 

Q.  Was  it  eventually  permitted  to  reincorporate  without  any 
changes  such  as  had  been  suggested?  A.  It  eventually  did  rein- 
corporate under  the  Act  of  1893,  the  provisions  of  Chapter  690 
of  tlje  Laws  of  1893,  which  gave  it  powers  that  it  did  not  have 
under  its  original  articles  of  association. 

Q.  Would  it  not  have  had  some  of  those  powers  under  the 
stipulated  premium  law  included  in  Article  X?  A.  It  would 
have  had  some  of  tbose  powers  under  the  stipulated  premium  law 
included  in  Article  X,  yes,  sir. 

Q.  Did  it,  as-  a  matter  of  fact,  make  any  of  the  changes  which 
were  proposed  by  the  Superintendent  in  tbis  letter?  A.  As  a 
mattef  of  fact  I  cannot  answer  that  question  without  going  to  the 
records. 
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Q.  Are  you  now  able  to  recall  whether  on  the  receipt  o£  this 
communication  or  in  connection  with  the  matters  that  were  pend- 
ing before  the  Department  the  Bankers'  did  say  that  they  were 
ready  to  put  up  $100,000,  and  obtained  the  benefits  mentioned 
under  Section  214?  A.  I  cannot  answer  that  question  without 
an  examination  of  the  records,  which  I  have  not  made. 

Q.  You  have  no  recollection  upon  the  subject?  A.  I  have  no 
recollection  upon  the  subject. 

Q.  Did  you  tell  Mr.  Morgan  that  the  Department  would  not 
permit  the  deposit  of  $100,000,  and  that  he  would  be  compelled  to 
resort  to  mandamus  proceedings  in  order  to  require  such  a  de- 
posit to  be  accepted?  A.  I  have  no  recollection  of  it — ^if  I  told 
Mr.  Morgan  anything  in  that  way 

Q.  Did  you  tell  Mr.  Morgan  that  it  didn't  make  any  difference 
what  the  statute  said  that  he  could  not  compel  the  Department  to 
accept  the  deposit  unless  he  resorted  to  the  courts?  A.  I  have 
no  recollection  of  telling  Mr.  Morgan  that  in  that  manner,  sir. 

Q.  Or  that  in  substance  in  any  manner?  A.  What  interpreta- 
tion Mr.  Morgan  may  have  placed  upon  what  I  told  him  in  refer- 
ence to  Section  214  I  cannot  tell.  I  told  Mr.  Morgan  that  the 
deposit  of  $100,000  provided  for  in  Section  214  was  considered 
by  the  Department  in  the  nature  of  special  legislation,  not  run- 
ning to  all  other  companies;  that  Section  214  was  amended  as  I 
recollected  sometime  in  1885,  when  that  provision  was  put  in — • 
"that  provision  was  put  in  for  the  express  purpose  of  enabling 
the  Mutual  Keserve  Life  to  meet  its  maturing  bonds  —  not  its 
bond  statement.  The  bonds  were  issued,  and  there  was  no  pro- 
vision in  the  Insurance  Law  for  the  payment  of  any  cash  benefits 
to  life  members;  in  fact  there  was  an  express  provision  that  they 
could  not  pay  such  benefits,  and  Judge  Euggles,  who  was  then 
Deputy  Superintendent  of  Insurance,  favored  that  amendment  so 
as  to  enable  the  Mutual  Reserve  to  meet  those  bonds,  and  the 
word,  as  I  remember  it,  in  that  Section  214  is  for  existing  con- 
tracts, and  the  Department  construed  that  word  existing  contracts 
to  apply  to  contracts  existing  at  the  time  that  amendment  waa 
made.  Mr.  Morgan's  desire  in  making  that  deposit  of  $100,000 
with  our  Department  was  so  that  his  company,  the 'Bankers'  Life, 
would  be  enabled  to  pay  cash  dividends,  and  it  was  our  judgment 
that  they  could  not  even  though  they  made  a  depoat  pay  the 
cash  dividends. 

Q.  And  that  you  told  him  in  substance?  A.  That  is  what  I 
told  him  in  substance. 
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Q.  So  that  in  substance  you  told  him  you  would  not  recognize, 
cncn  though  a  deposit  were  made,  the  right  of  the  cbmpany  to 
pay  cash  dividends  under  that  section?  A.  That  is  the  substance 
of  what  I  told  him. 

Q.  Now,  was  there  any  proTision  of  law  outside  of  Section  214 
which  prevented  a  company  like  the  Bankers'  from  paying  cash 
dividends?    A.  Yes,  sir,  if  you  will  look  at  Section  201 

MK.  DAWSON:    You  are  thinking  of  205. 

THE  WITNESS:  No,  I  am  not  thinking  of  205,  Mr.  Dawson, 
at  all.  There  is  a  provision,  I  think,  in  Section  201,  that  they 
cannot  pay  by  reason  of  having  attained  a  certain  age — ^there  is 
a  provision  in  the  statute. 

Q.  Just  read  the  provision  that  you  refer  to.  You  have  the 
statute  before  you  ?    A.  I  am  trying  to  locate  the  provision. 

,      ME.  DAWSON:    In  201,  is  it? 

THE  WITNESS:  I  was  under  the  impression  it  was  in  201— 
"  and  not  by  reason  of  having  attained  a  certain  age." 

MK.  DAWSON:  You  '^etter  read  the  whole  of  it  so  as  to  get 
the  inference  out  of  it. 

MR.  HUGHES :    Just  read  the  provision  to  which  you  refer. 

THE  WITNESS:  "Any  such  corporation,  association  or  so- 
ciety which  issues  any  certificate,  policy  or  other  evidence  of  in- 
terest to  or  makes  any  promise  with  its  members  whereby  upon 
the  sickness  or  other  physical  disability  of  a  membft^*  and  not  by 
reason  of  having  attained  a  certain  age."  Now,  we  always  con- 
strued that  provision  as  running  to  the  whole  section  both  of  life 
and  to  casualty,  that  no  assessment  corporation  could  pay  cash 
dividends. 

Q.  Did  you  interpret  the  amendment  of'  Section  214  to  permit 
the  Mutual  Eeserve  Fund  Life  Association  to  pay  cash  dividends  ? 
A.  Yes,  sir,  it  was  passed  for  that  express  purpose. 

Q.  Then  your  point  was  that  the  provision  of  Section  214  while 
it  did  apply  to  existing  assessment  corporations  only  governed 
existing  contracts  ?  A.  That  was  the  way  I  had  always  supposed 
it  was  intended  to  be  drawn  by  Judge  Euggles. 
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Q.  This  section  is  as  follows:  "This  article  shall  not  prevent 
any  corporation,  association  or  society  authorized  to  do  busi- 
ness hereunder  from  paying  out  of  surplus  accumulations  or  re- 
serve funds  to  its  members  such  ratable  cash  dividends  or  cred- 
iting on  assessments  such  ratable  sums  as  they  are  now,  or  may 
hereafter  become  entitled  to  by  the  terms  of  their  contract,  pro- 
vided that  nothing  contained  in  this  article  shall  be  construed 
to  permit  any  contract  promising  any  fixed  cash  payment  to  any 
living  certificate  or  policyholder  unless  such  corporation,  asso- 
ciation or  society  shall  have  deposited  the  sum  of  $100,000  with 
the  Insurance  Department  of  the  State  and  the  Superintendent 
has  certified  to  that  effect."  Now,  what  is  there  in  that  that 
Jimits  it  to  existing  contracts?  A.  Well,  that  was  the  interpre- 
tation that  the  Department  placed  upon  it. 

Q.  Do  you  seriously  contend  that  is  your  interpretation  of  the 
Jaw?  A.  I  seriously  contend  that  I  would  not  make  any  other 
interpretation  of  the  law  without  a  court  adjudication,  sir. 

Q.  I  call  your  attention  to  the  words  of  the  law,  "  such  rataHe 
(!ash  dividends  or  crediting  on  assessments  such  ratable  sums  as 
they  are  now  or  may  hereafter  become  entitled  to  by  the  terms 
of  their  contract."  A.  I  note  the  language,  Mr.  Hughes;  I  state 
that  the  Department,  with  its  knowledge  of  assessment  insurance 
corporations,  with  its  cesire  to  protect  the  insuring  public,  be- 
lieving that  an  assessment  corporation  not  required  to  maintain 
a  statutory  reserve,  only  required  to  maintain  a  reserve  or  emer- 
gency fund  under  205,  could  not  with  safety  pay  cash  dividends, 
and  that  was  the  interpretation  placed  upon  it  by  the  Department. 
It  is  another  case  of  where  the  Department  has  endeavored  — 
you  may  say,  if  you  so  desire,  arbitrarily  —  to  protect  the  public , 
against  the  defects  of  the  law. 

Q.  That  is  precisely  the  point  I  wish  to  bring  out,  that  where 
the  Department  thought  a  certain  plan  was  injurious  to  the  pub- 
lic, if  it  could  possibly  place  an  interpretation  of  the  law  which 
would  enable  it  to  block  proceedings  under  such  plan  it  did  it? 
A.  It  did  it. 

Q.  And  even  though  the  provisions  of  the  law  did  not  contain 
the  words  which  would  have  given  it  the  authority  to  take  suoh 
action?  A.  Well,  the  provisions  of  the  law  —  we  knew  some- 
thing about  the  way  they  were  enacted,  and  supposed  that  we 
were  putting  a  fair  interpretation,  and  have  always  said  that  if 
we  Were  going  wrong  in  our  contention  we  would  be  very  glad 
to  act  otherwise  under  a  coijrt'g  interpretation. 
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Q.  Now,  I  would  like  to  call  your  attention  to  the  provision  of 
Section  201,  to  which  you  referred.  You  read  the  words,  "Any 
such  corporation,  association  or  society  which  issues  any  certifi- 
cate, policy  or  other  evidence  of  interest  to,  or  makes  any  promise 
or  agreement  with  its  members  whereby,  upon  the  sickness  " — 
etc.,  etc.,  "  any  money  or  other  benefit,  charity,  relief  or  aid  is 
to  be  paid,  provided  or  rendered  by  such  corporation,  associa- 
tion," etc.,  and  to  the  clause  in  that  paragraph  from  which  I 
have  read  and  not  by  reason  of  having  attained  a  certain  age? 
A.  Yes,  we  interpreted  that  as  we  interpreted  the  payment  of, 
cash  benefits,  so  understand  it,  having  arrived  at  a  certain  age. 

Q.  And  the  consequence  of  that  provision  was  what  ?  A.  Look 
at  the  concluding  language  of  it,  that  in  the  cases  mentioned  they 
should  seem  to  be  doing  what  kind  of  business.  Engaged  in 
casualty  insurance,  upon  the  co-operative  or  assessment  plan. 

Q.  Well,  what  has  that  to  do  with  it?  A.-  Well,  I  don't  know 
wiiat  it  has  to  do  with  it,  Mr.  Hughes.  I  have  told  you  what  the 
position  of  the  Department  was.  The  Department  made  that 
ruling,  made  that  ruling  in  the  interest  of  the  policyholders,  as 
we  believed.  We  gave  the  parties  against  whom  we  liiade  the 
lub'ng  an  opportunity  to  review  our  ruling  before  the  court. 

Q.  InTow,  in  Section  205,  as  the  law  stood  at  the  time  of  this 
amendment  to  Section  214,  it  provided,  did  it  not,  with  reference 
to  the  reserve  or  emergency  fund,  that  if  such  fund  were  in  ex- 
cess of  double  the  proceeds  of  the  last  death  or  disability,  as- 
sessment or  periodical  call  upon  the  entire  membership,  the  ex- 
cess or  any  portion  thereof  may  be  used  in  reduction  of  assess- 
ments or  premium  calls  upon  policy  or  certificate  holders;  and 
if  in  excess  of  double  such  proceeds,  and  not  less  than  the  sum 
of  one  hundred  thousand  dollars,  the  pro  rata  excess  on  any 
policy  or  certificate  terminated  by  death  or  surrender  may  be  re- 
funded to  the  holder  or  beneficiary,  provided  that  nothing  con- 
tained in  this  article  shall  be  constt-ued  to  permit  any  contract 
promising  any  fixed  cash  payment  to  any  living  certificate  or 
policyholder."     A.  That  is  so,  sir. 

Q.  That  was  the  provision  of  the  law  which  you  deemed  modi- 
fied by  the  provisions  of  Section  214,  if  the  company  had  a  hun- 
dred thousand  dollars  on  deposit?  A.  Yes,  and  as- 1  recollect 
it  now — I  cannot  state  positively— I  am  stating  something  eight 
or  nine  years  old — as  I  recollect  it,  the  policy  contracts  of  the 
Bankers'  Life  was  susceptible  of  the  reading  of  the  payment  of 
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a  fixed  cash  benefit ;  furthermore, .  I  am  not  positive  that  the 
Bankers'  Life  had  all  the  funds  therein  provided  for,  plus  the 
one  hundred  thousand  dollars. 

Q.  Well,  was  that  the  point?  A.  I  cannot  recollect  all  the 
points. 

Q.  Weren't  you  advised  that  they  did  have  the  funds  provided 
for,  and  the  right  to  make  deposits  of  one  hundred  thousand  dol- 
lars in  any  securities  the  Department  might  require  ?  A.  I  don't 
recollect  what  we  may  have  been  advised.  This  is  all  a  matter 
of  record  on  the  Department  files,  Mr.  Hughes. 

Q.  As  a  matter  of  fact,  Section  205  did  permit  the  payment 
of  cash  dividends,  didn't  it?  A.  It  permitted  the  payment  of 
cash  dividends  provided  it  was  not  an  agreement  to  pay  stated 
cash  dividends. 

Q.  In  other  words,  if  the  amount  was  not  fixed?  A.  If  the 
amount  was  not  fixed,  and  provided  they  had  a  double  mortu- 
ary call,  and  provided  they  had  a  hundred  thousand  dollars,  all 
of  which  necessitated  a  departmental  examination  and  necessitated 
an  actuarial  computation,  and  as  I  know  nothing  about  the  actu- 
arial work,  that  is  a  matter  that  would  have  to  be  passed  upon 
by  our  actuary,  Mr.  Patterson. 

Q.  But  apart  from  all  that,  and  assuming  the  Bankers'  Life 
was  able  to  comply  vdth  all  those  conditions,  you  took  the  po- 
sition that  Section  214,  or  the  amendment  of  it,  did  not  apply 
to  that  company?  A.  But  we  have  always  taken  the  position, 
whether  rightfully  or  wrongfully,  that  Section  214  was  only 
passed  for  the  purpose  of  enabling  the  Mutual  Reserve  to  pay 
its  bonds. 

Q.  And  therefore  could  not  be  availed  of  by  any  other  com- 
panies save  the  Mutual  Reserve?  A.  That  is  the  view  the  De- 
partment took  of  it. 

Q.  !N"qw,  on  December  23d,  1898,,  it  appears  that  an  examina- 
tion of  the  Bankers'  Life  had  been  requested.  Is  that  your  un- 
derstanding of  it?  A.  December  23d,  1898,  yes,  I  think  there 
was  an  examination  requested  at  that  time,  and  an  immediate 
examination,  and  they  were  told  in  the  letter  that  there  would 
have  to  be  a  necessary  delay. 

Q.  What  was  the  reason  for  that  delay ;  who  were  you  exam- 
ining, at  that  time?  A.  I. cannot  answer  that  question;  it  is  not 
possible. 

Q.  When  did  you,  in  fact,  make  the  examination  that  the 
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Bankers'  Life  desired  ?  A.  You  have  the  record  before  you,  Mr. 
Hughes,  of  the  examination  of  the  Bankere'  Life. 

Q.  I  have  a  record  showing  October  26th,  1899 ;  is  that  the  rec- 
ord ?    A.  Then  that  was  the  next  examination. 

Q.  Did  you  wait  from  December  23d,  1898,  until  the  fall  of 
1899  before  making  the  requested  examination?  A.  That  is  what 
the  record  shows,  yes,  sir. 

Q.  And  it  was  in  that  connection  that  a  good  deal  of  dissatis- 
faction was  expressel  by  the  Bankers'  Life?  A.  Well,  I  don't 
remember  about  the  dissatisfaction,  Mr.  Hughes. 

Q.  Well,  don't  you?  A.  I  do  not.  I  know  nothing,  as  I  say, 
I  know  nothing  except  the  hurried  memorandum  which  I  gave 
you  this  morning,  and  what  may  be  borne  out  by  the  Depart- 
ment records,  which  are  subject  to  the  examination  of  the  Com- 
mittee. 

Q.  Your  memorandum  as  to  the  Department's  attitude  con- 
tains some  very  general  and  sweeping  statements,  and  I  want  to 
know  whether  you  do  not  recall  that  the  Bankers'  was  trying 
to  get  the  Department  to  examine  it  so  it  could  go  on  with  its 
business  on  the  basis  stated,  and  that  the  Department  was  de- 
laying that  examination  for  a  period  of  several  months?  A.  I 
cannot  nnswer  that;  I  know  that. 

Q.  Do  you  Icnow  General  Hoagland  ?    A.  I  do. 

Q.  Did  he  appear  for  the  Bankers'  Life  in  that  matter?  A. 
He  appeared  for  the  Bankers'  Life  on  their  reincorporation  un- 
der the  act  of  1903. 

Q.  1903  ?    A.  1893,  Chapter  690  of  the  Laws  of  1893. 

Q.  When  did  he  appear  as  counsel?  A.  I  cannot  tell  you 
without  having  the  records  before  me. 

Q.  Do  you  -know  whether -the  examination  proceeded  more 
SAviftly  after  his  appearance  ?    A.  I  have  no  such  knowledge. 

Q.  Do  you  know  whether  it  was  immediately  taken  up  after 
his  retainer?  A.  Do  I  know  whether  it  was  immediately  taken 
up  after  his  retainer? 

Q.  I  mean  the  examination,  yes.  It  has  been  suggested  here 
that  General  Hoagland  appeared  for  the  Bankers'  Life  and  that 
examination  was  proceeded,  with  after  his  retainer ;  is  that  the 
fact  ?  A.  Well,  T  don't  know  when  Mr.  Hoagland  was  retained  or 
anything  about  it.  I  know  that  Mr.  Hoagland  appeared  as  counsel 
for  the  Bankers',  and  to  the  best  of  my  recollection  when  Mr. 
Hoagland  appeared  as  counsel  for  the  Bankers'  Life,  he  appeared 
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for  the  company  desiring  to  reincorporate  under  an  entirely  dif- 
ferent plan. 

Q.  Was  not  that  the  result  of  the  failure  of  the  company  to 
procure  an  examination  as  requested  in  1898,  that  it  decided  later 
to  qualify  for  reincorporation  as  an  old  line  company?  A.  I  think 
if  you  want  to  know  where  the  result  came  from  you  will  have 
to  ask  the  Bankers'  Life. 

Q.  WeH,  we  have  their  testimony.  I  want  to  know  your  rec- 
ollection? A.  I  have  no  recollection  of  that  more  than  I  have 
stated  to  you. 

Q.  Recurring  to  the  stipulated  premium  law,  here  is  a  letter 
from  the  President  of  the  Fidelity  Mutual  Life  Insurance  Com- 
pany which  contains  this  statement :  "  After  the  amendment  of 
the  charter  of  this  company  August,  1899,  authorizing  it  to  do  a 
general  life  insurance  business  as  a  reserve  company,  we  gave 
notice  to  the  New  York  Department  of  your  desire  to  comply  with 
Article  II  of  the  general  law,  whereupon  the  department  promptly 
revoked  the  license  of  the  company  to  do  business  under  the  stipu- 
lated premium  law.  We  were  compelled  to  suspend  business  in 
]SJ"ew  York  for  a  period  of  several  months."  Do  you  recall  that  ? 
A.  I  have  no  recollection  of  that,  sir.  , 

Q.  Do  you  recall  the  fact  that  the  license  was  revoked  ?  ,  A.  I 
have  no  recollection  of  its  license  having  been  revoked. 

Q.  You  remember  nothing  whatever  about  the  matter?  A.  I 
liave  no  recollection  of  the  matter.  I  know  that  the  Fidelity 
Mutual  Company  did  business  in  New  York  for  a  number  of  years 
as  an  assessment  insurance  corporation;  that  it  afterward  did  busi- 
ness as  a  stipulated  premium  company ;  that  it  is  now  doing  busi- 
ness as  a  regular  life  company ;  but  all  of  the  steps  that  may  have 
taken  place  during  that  period  I  cannot  without  the  records  before 
me  answer. 

Q.  Is  there  any  reason  why  a  company  desiring  to  comply  with 
Article  II  of  the  general  law  should,  upon  advising  the  depart- 
ment of  that  desire,  have  its  license  to  act  under  the  stipulated 
premium  law  revoked  ?  A.  There  may  have  been  a  reason  at  that 
time. 

Q.  Is  there  any  reason  which  occurs  to  you  in  the  facts  I  have 
stated  in  my  question  ?  A.  On  a  bald  statement  like  that  there  is 
no  reason,  but  the  department  never  revoked  a  license  without  a 
reason,  and  the  records  will  show  that  reason. 

Q.  What  the  reason  was  in  that  case  you  cannot  state  at  present? 
A.  I  cannot. 


Testimony  of  Henry  D.  Apphion.  4471 

Q.  Do  you  recall  President  Morgan  of  the  Bankers'  Life  seeking 
tlie  aid  of  the  department  to  procure  an  amendment  ?  A.  I  have 
Tio  such  recollection. 

Q.  Do  you  recall  saying  to  Mr.  Morgan  that  it,  would  cost  them 
$50,000  to  try  to  get  such  an  amendment,  and  then  they  would 
fail  ?  A.  Unqualifiedly,  if  Mr.  Morgan  or  any  other  person  said 
that  they  are  liars. 

Q.  You  never  made  any  such  suggestion  ?  A.  Never  made'  any 
3uch  statement,  and  Mr.  Dawson  knows  it.  Mr.  Dawson  passes  up 
those  questions.  You  know  that  never  any  such  statement  was 
made? 

MK.  DAWSON" :  Mr.  Morgan  says  you  did. 

THE  WITNESS :  If  Mr.  Morgan  stated  so  he  lied. 

.THE  CHAIRMAN:  There  must  be  no  controversy  between 
any  other  person  and  the  witness,  except  counsel. 

Q.  Did  you  have  any  interview  with  Mr.  Morgan  o'n  the  sub- 
ject ?  A.  I  never  had  an  interview  of -that  character  with  any  man, 
sir. 

Q.  I  am  now  talking  about  the  ability  to  get  an  amendment 
which  would  enable  it  to  re-incorporate  as  a  regular  mutual  com- 
pany ?     A.  As  a  regular  mutual  company  ? 

Q.  Yes,  sir.     A.  And  for  money? 

Q.  We  will  leave  out  the  money  and  we  will  find  out  if  you  had 
any  interview  on  the  subject  ?  A.  To  re-incorporate  as  a  regular 
aiutual  company  ? 

Q.  Yes.  A.  I  have  no  recollection  of  anything  of  the  kind, 
Mr.  Hughes. 

Q.  Do  you  know  whether  it  was  due  to  the  refusal  of  the 
department  to  obtain  or  aid  in  the  obtaining  of  any  such  amend- 
ment that  they  re-incorporated  as  a  stock  company?  A.  I  can- 
not give  the  reasons  why  they  re-incorporated  as  a  stock  com- 
pany, sir. 

Q.  Do  you  recall  the  American  Union  Life  Insurance  Com- 
pany?   A.  Vaguely  I  recall  the  American  Union  Life,  yes,  sir. 

Q.  Do  you  recall  the  re-insurance  of  its  risks  by  the  Secu- 
rity Life  and  Trust  Company?  A.  I  recollect  that  they  were  re- 
insured in  the  Security  Life  and  Trust  Company  of  Philadelphia. 

Q,  Did  the  department  transfer  the  securities  held  to  the  credit 
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of  the  ximerican  Union  Life  Insurance  Company  to  the  Secnritj 
Life  and  Trust  Company?  A.  'No,  sir,  the  department  has  always 
declined  to  transfer  those  securities. 

Q.  Was  there  any  litigation  over  that  matter?  A.  I  have  no 
recollection,  Mr.  Hughes,  of  there  ever  having  been  any  litiga- 
tion. There  are  .several  pending  questions.  There  was  no  re- 
ceiver after  the  American  Union  reinsured — there  was  a  judg- 
melit  creditor  receiver,  as  I  recollect  it,  appointed,  and  T  think 
that  that  receiver  endeavored  to  get  hold  of  the  department's 
funds.  I  do  not  know  whether  there  was  any  litigation  in  the 
matter  or  not,  but  I  can  state  specifically  that  the  funds  are 
in  the  hands  of  the  department  for  the  American  Union  Life. 

Q.  Do  you  recall  whether  you  permitted — and  when  I  say  you 
I  mean  the  department— permitted  the  American  Union  Life  In- 
surance Company  to  withdraw  United '  States  4  per  cent,  bonds 
and  substitute  in  their  place  New  York  City  bonds?  A.  There 
were  United  States  bonds,  I  think,  reaching  maturity,  that  is 
my  recollection.  There  was  a  transfer  made  in  securities,  but 
the  transferred  securities  stand  as  they  originally  stood;  the  gov- 
ernment bonds  were  registered  in  the  name  of  the  American  Union 
Life;  the  new  bonds,  the  city  bonds,  are  registered  in  the  name  of 
the  American  Union  Life. 

Q.  When  was  that  transfer  effected?  A.  I  cannot  give  you 
the  date  of  that  transfer. 

Q.  What  were  the  United  States  bonds  worth  at.  that  time? 
A.  I  cannot  answer  that  question. 

Q.  What  were  the  city  bonds  worth?  A.  I  cannot  answer  that 
question.    It  is  a  matter  of  record. 

Q.  Was  there  a  substitution  for  bonds  worth  in  the  market 
about  111  of  bonds  worth  in  the  market  about  93,  of  about  the 
same  par  value?  A.  We  have  no  bonds  in  the  department  that 
are  worth  93;  no  bonds  have  been  taken  by  the  department  that 
are  not  worth  par  or  better.    ^ 

Q.  I  show  you  a  statement  in  a  letter  handed  me  by  certain 
attorneys,  and  will  ask  you  to  read  it  and  tell  me  whether  the 
statement  of  fact  is  correct?  A.  Well,  to  the  best  of  my  knowl- 
edge, Mr.  Hughes,  that  is  not  an  accurate  statement.  I  am  not 
carrying  in  my  head  some  twenty-six  million  dollars  of  deposit 
securities  and  the  character  of  the  seciirities.  The  records  of  the 
Department  will  show  that  transaction  in  its  entirety. 

Q.  Have  you  taken  any  steps  to  Compel  the  insurance  com- 
panies to  make  statements  in  their  reports  which  would  show 
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the  movement  of  securities  during  the  year  for  which  they  are 
reporting?    A.  No,  sir. 

Q.  Do  you  think  it  would  be  advisable  to  reqiiire  such  a  state- 
ment ?    A.  Well,  that  is  a  new  proposition  to  me,  Mr.  Hughes. 

Q.  Have  you  not  ever  thought  of  that  before,  that  you  got  state- 
ments as  of  the  end  of  each  year  and  you  got  no  information  of 
the  movement  of  securities  during  the  year  ?  A.  I  recognize  that 
fact. 

Q.  And  you  recognize  the  facility  with  which  misleading  state- 
ments can  be  made  where  they  are  required  only  at  the  end  of 
the  year,  without  showing  the  changes  in  securities  during  the 
year  ?  A.  There  is  no  question  about  it,  that  if  there  was  a  falling 
off  in  the  market  in  securities  there  would  be  more  or  less  trouble. 

Q.  And  also  securities  could  be  handled  during  the  year  whicli 
it  would  be  inadvisable  to  show  in  a  published  report  at  its  close  ?^ 
A.  Well,  Mr.  Hughes,  T  have  never  believed,  and  do  not  believe 
now,  that  it  is  part  of  the  duty  of  the  Superintendent  of  Insur- 
ance to  manage  the  affairs  of  insurance  companies. 

Q.  Well,  that  has  been  very  positively  stated A.  Well,  I 

want  to  state  that.     That  answer  is  .     You  have  asked  me 

questions.    If  you  expect  answers  you  have  got  to  have  my  reasons 
why. 

Q.  I  would  be  very  glad  to  have  you  give  your  reasons,  and  I 
should  hope  that  you  would  make  them  adequate.  N'ow,  the  point 
is  not  whether  the  department  should  manage  the  business,  but 
whether  it  should  get  more  detailed  information  of  its  manage- 
ment. You  recognize  the  propriety  of  that,  do  you  not  ?  A.  Will 
you  allow  me  to  state  this,  in  connection  with  the  detailed  in- 
formation required  by  the  departments?  The  annual  statement 
blanks  used  by  the  Insurance  Department  are  the  consensus  of 
the  best  judgment  of  insurance  departmental  supervision.  The 
National  Association  of  Insurance  Commissioners  has  a  com- 
mittee on  blanks.  That  committee  annually  holds  its  sessions; 
amendments  to  the  blanks  are  considered  by  that  committee.  The 
blank  used  by  New  York  is  the  blank  used  by  Massachusetts,  and 
is  used  by  every  State.  The  last  life  blank  that  we  prepared  was 
the  blank  prepared  at  Columbiis.  That  blank,  a  committee  spent 
months  in  its  preparati,on.  It  was  published  in  the  Insurance 
Journal  three  or -four  times,  that  is  the  tentative  blank  was  pub- 
lished; the  amendments  were  considered  by  the  committee.  It 
was  put  up  again,  the  blank  was  published  in  that  way,  and  it  was 
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sent  to  every  insurance  department.  It  ^as  thoroughly  discussed. 
It  was  adopted  at  the  Columbus  convention.  It  was  the  wisdom 
of  departmental  experience  at  that  time. 

Q.  Did  it  express  your  wisdom  at  that  time  ?  A.  It  expressed 
wliat  little  wisdom  I  had^  not  much. 

Q.  Do  you  think  it  would  be  wise  to  compel  companies  to  state 
in  detail  their  legal  expenses?  A.  I  think  differently  about  some 
things  now  than  I  thought  some  months  ago. 

Q.  What  do  you  think  now  about  it?  A.  I  should  see  no  ob- 
jection to  that  now. 

Q.  Do  you  think  it  would  be  advisable  for  them  to  state  their 
syndicate  participations  ?  A.  If  the  blanks  can  be  covered  in  that 
way,  I  think  probably  that  that  would  be  very  desirable. 

Q.  Do  you  think  it  would  be  advisable  for  them  to  state  the 
movements  of  their  securities  during  the  year  ?  A.  I  do  not  know 
just  how  that  can  be  arranged  for. 

Q.  Here  is  the  way  Prussia  arranges  for  it  (handing  "paper). 
Here  for  example  is  a  report  to  the  Prussian  Government  with 
regard  to  the  New  York  Life  ?    A.  Yes. 

Q.  And  I  call  your  attention  to  the  entry  in  that  which  shows 
the  transactions  in  ISTew  Orleans  Railway  securities  in  1904.  Now, 
you  had  nothing  in  the  l^ew  York  Department  report  which  gave 
you  any  information  about  New  Orleans  Traction?     A.  Oh,  no. 

Q.  Apart  from  an  examination,  the  New  York  Superintend- 
ent would  have  been  entirely  ignorant  that  the  New  York  Life  had 
anything  to  do  with  New  Orleans  Traction?  A.  Unless  it  was 
shown  in  the  annual  statement  of  December  31st. 

Q.  Yes?  A.  If  they  should  purchase  securities  on  the  15th 
of  January,  and  dispose  of  them  on  the  15th  of  December,  we 
would  have  no  knowledge  of  it. 

Q.  If  they  look  over  a  lot  of  securities  which  were  objectionable 
in  the  course  of  the  year  1904  and  then  turned  them  out  on  De- 
cember 30th  or  31st,  and  took  them  back  again  or  made  some 
arrangement  by  which  they  should  be  carried  during  the  next 
year,  the  New  York  Department  would  know  nothing  about  it? 
A.  You  use  the  word  objectionable.  What  do  you  mean  by  the 
word  objectionable? 

Q.  Let  us  assume  that.  To  get  at  the  point — ^which  is  what  you 
have  in  your  statement  ?  A.  I  use  the — ^you  use  the  word  objec- 
tionable.    Are  those  securities  in  violation  of  the  law 

Q.  Answer  my  question.  You  have  not  any  information  in 
regard  to  such  a  matter,  provided  in  your  annual  statement?    A. 
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We  have  no  information  in  our  annual  statement  except  the  se- 
curities held  on  December  31st. 

Q.  Has  it  never  occurred  to  you  that  it  would  be  well  to  get 
something  more  detailed  than  that?  A.  It  never  has  occurred  to 
me,  no,  sir. 

Q.  What  is  your  present  opinion  in  regard  to  that?  A.  I  am 
not  aeciistomed  to  expressing  opinions  on  important  matters  of 
this  character  without 

Q.  Without  reflection  ?    A.  Without  reflection. 

Q.  That  is  a  matter  you  have  never  reflected  on?  A.  That  is 
a  matter  that  has  never  been  brought  to  my  attention  in  this  way, 
sir, 

Q.  Have  you  ever  thought  of  the  possibility  of  the  annual  state- 
ments being  misleading  through  the  transfers  of  securities  just 
before  the  end  of  the  year,  and  the  re-taking  of  the  securities 
after  the  beginning  of  the  next  year?  A.  Well,  I  have  always 
supposed  that  the- Board  of  Trustees,  and  the  directors  of  the  in- 
surance corporations  who  are  responsible  for  their  affairs,  were 
protecting  the  insurance  corporations.  I  do  not  suppose  that  the 
Department  would  necessarily  have  to  get  out  a  daily  (fr  monthly 
bulletin  of  the  affairs  of  insurance  companies. 

Q.  Did  you  not  think,  then,  that  the  requirements  of  the  an- 
nual statement  were  very  important  for  protection?  A.  I  have 
always  thought  the  annual  statement  was  made  to  show  the  an- 
nual condition. 

Q.  And  in  order  that  it  should  be  accurate,  you  should  have 
some  way  of  checking  up  the  reports  of  securities?    A.  We  do. 

Q.  By  examination?    A.  By  examination. 

Q.  Every  'hree  years  or  so?  A.  Well,  an  average,  I  should 
say,  of  three  years  on  the  life  companies. 

Q.  Yes.  A.  Of-  course,  if  a  company  happens  to  be  pretty 
close  to  the  wall,  more  frequently,  but  if  a  company  happens 
to  have  a  large  surplus  and  a  large  balance  of  assets  over  lia- 
bilities, we  have  not  checked  them  yearly. 

Q.  Then  you  have  not  paid  much  attention A.  Oh,  we 

have  paid  attention. 

Q.  But  not  as  much  as  if  it  had  reported  large  surplus?  A. 
We  have  paid  attention. 

Q.  In  any  other  way  except  by  examination?  A.  By  exam- 
ination, looking  over  their  statements  and  by  trying  to  keep  in 
toiTch  with  their  affairs  as  well  as  we  could, 
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Q.  Did  you  ever  look  over  the  statement  of  the  New  York 
life,  for  example,  to  see  how  their  condition  at  the  beginning 
of  the  year  tallied  with  that  of  the  last  of  the- year  preceding? 
A.  I  do  not  know  exactly  how  j^ou  mean,  by  how  it  tallied. 

Q.  In  factj  you  could  not  get  at  that  without  an  examination, 
could  you?  A.  The  statistician,  presumably,  would  check  the 
balance  at  the  close  of  the  year  and  carry  it  over  to  the  next 
year  and  run  through  his  income  and  disbursement  items,  and 
run  through  his  assets  and  liabilities.  " 

Q.  But  what  had  occurred  during  the  year  he  would  not 
know  ?  A.  Why,  I  would  never  have  thought  that  it  was  neces- 
sary to  determine  whether  in  the  year  1903  they  sold  one  mil- 
lion dollars  of  New  York  Central  and  bought  a  million  dollars 
of  Delaware  and  Hudson.  ^ 

Q.  Do  you  require  the  companies  to  give  you  a  schedule  of 
their  dividends  ?    A.  No,  we  do  not. 

Q.  Or  to  tell  you  in  what  way  they  arrive  at  the  dividends? 
A.  No,  sir.    No,  we  do  not. 

Q.  Have  you  taken  any  steps  —  and  when  I  say  you  I  mean 
the  Department  —  any  steps  to  ascertain  whether  the  surplus  is 
properly  distributed?  A.  I  think  that  a  few  years  ago  in  the 
case  of  the  Equitable  Life  there  was  an  examination  made  by 
the  actuary  of  the  Department  to  determine  that  question. 

Q.  How  long  ago  is  that?    A.  Several  years  ago,  sir. 

Q.  How  many  years  ?    A.  I  cannot  answer  that. 

Q.  Is  it  five  years  ago  ?    A.  I  should  say  fully  that. 

Q.  More  than  that?  A.  I  should  say  fully  that.  If,  Mr. 
Hughes,  you  want  this  information,  you  are  coming  to  the 
wrong  man.  You  want  to  go  to  the  actuary  of  the  Department, 
who  assists  Mr.  Vanderpoel  in  making  examinations.  He  can 
give  you  this  information  accurately.  I  cannot.  I  am  not  one 
of  the  examiners.  I  have  nothing  to  do  with  the  examinations. 
I  cannot  speak  unqualifiedly  for  the  examining  force  and  it  is 
not  fair  to  me  or  to  the  Department  to  try  to  make  me. 

Q.  What  I  asked  was  more  to  try  to  find  out  if  it  had  ever 
occurred  to  you  to  include  in  an  annual  statement  the  dividends 
declared,  the  schedule  of  dividends.  A.  I  can  answer  that  by 
stating  that  at  the  last  convention  of  Insurance  Commissioners 
there  was  a  special  Committee  appointed  to  consider  this  very 
question,  and  on  that  Committee  there  were  five  of  the  States, 
and  in  that  report  express  reference  was  made  to  preparing  some 
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kind  of  a  schedule  which  should  be  included  in  the  statement 
relative  to  dividends. 

Q.  Who  brought  that  up  in  this  convention?  A.  That  was 
brought  up,  if  I  am  not  mistaken,  by  Mr.  MacGibney  of  Louis- 
iana. 

Q.  What  did  the  New  York  Department  do  to  bring  about 
action  on  the  part  of  the  Board  of  Commissioners?  A.  The 
New  York  Department  voted  for  the  resolution. 

Q.  Did  it  suggest  it?     A.  It  did  not  suggest  it,  no,  sir. 

Q.  Why  has  not  the  Department  of  its  own  initiative,  taken 
up  this  matter  of  requiring  statements  of  distribution  of  sur- 
phis?     A.  That  question  I  cannot  answer,  Mr.  Hughes. 

Q.  Do  you  recall  when  it  was  that  the  suggestion  was  made 
in  the  Board  of  Insurance  Commissioners  that  there  should  be 
a  gain  and  loss  exhibit  required?     A.  I  do,  very  distinctly. 

Q.  How  long  ago  was  that?  A.  At  the  Mackinac  Convention 
in  1895. 

Q.  Were  you  present  at  that  convention?     A.  I  was  not. 

Q.  What  was  the  action  taken  by  that-  Convention  ?  A.  The 
Convention  adopted  a  life  blank,  incorporating  the  gain  and 
loss  exhibit. 

Q.  What  was  your  attitude  toward  the  propriety  of  that  ac- 
tion? A.  I  had  no  attitude  toward  the  propriety  of  that  ac- 
tion at  the  time. 

Q.  Have  you  taken  any  position  on  the  advisability  of  re- 
quiring a  gain  and  loss  exhibit  since  that  time?    A.  I  have,  sir. 

Q.  What  has  been  your  position?  A.  In  1895,  the  gs.in  and 
loss  exhibit  was  -adopted.  It  was  used,  I  believe,  by  but  two 
States.  The  next  year  at  the  Philadelphia  Convention  the  ques- 
tion came  up  as  to  the  advisability  of  abandoning  the  gain  and 
loss  exhibit.  The  Convention  stood  for  the  gain  and  loss  ex- 
hibit. At  both  of  those  Conventions  I  did  not  represent  the 
Department.  The  next  convention  was  held  at  Old  Point  Com- 
fort. The  question  of  the  elimination  of  the  gain  and  loss  ex- 
hibit was  brought  up  there,  as  will  be  shown  by  the  record. 
There  was  a  division.  I  had  no  expectation  tTiat  that  question 
was  coiiiing  up.  I  had  only  been  told  to  go  to  the  convention 
a  few  days  before  it  met.  I  did  not  feel  that  I  had  the  right 
to  commit  the  Department  by  voting.  I  declined  to  vote  at 
that  convention.  I  came  back  to  the  Department  and  reported 
my  action.     The  Superintendent  told  me  that  I  did  right.     That 
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it  would  be  a  matter  wliicli  would  have  his  consideration  and 
his  careful  attention. 

Q.  Who  was  that  Siiaperintendent  ?  A,  The  superintendent 
was  Mr.  Payn.  Mr.  Payn  advised  with  his  actuaries,  advised, 
1  believe,  with  Mr.  Vanderpoel,  who  had  represented  the  De- 
partment at  the  Mackinac  and  Philadelphia  conventions,  and 
it  was  decided  by  the  New  York  Department  not  to  iise  the 
gain  and  loss  exhibit,  as  it  was  decided  by  all  the  departments 
with  but  three  exceptions.  The  gain  and  loss  exhibit  was  not 
used  by  the  Department  during  that  administration,  in  fact 
never  has  been  used.  The  first  year  that  Mr.  Hendricks  was 
Superintendent  of  Insurance  I  was  requested  —  that  was  my 
fourth  convention  that  I  had  attended  —  I  was*  requested  by 
Mr.  O'Eear  to  prepare  an  address  to  be  delivered  at  the  Hart- 
ford convention  on  the  management  and  methods  of  conduct- 
ing insurance  department  business.  It  was  just  a  treatise  from 
our  way  of  doing  business.  In  that  address  under  i^niformity 
in  blanks  I  set  forth  in  detail  the  reason  why  the  New  Yorlc 
Department  had  not  used  the  gain  and  loss  exhibit.  Following 
that  address  a  resolution  was  introduced,  and  if  I  am  not  mis- 
taken, by  myself,  at  Hartford,  I  then  being  a  member  of  the 
committee  on  blanks,  that  it  was  the  sense  of  the  convention 
not  to  use  the  gain  and  loss  exhibit.  That  question  has  come 
up  at  every  succeeding  convention  to  the  best  of  my  recollec- 
tion. There  has  been  a  usual  vote  of  about  three  in  favor  of  to 
anywhere  from  eighteen  to  twenty  against,  until  this  year  at 
Bretton's  Woods,  there  was  a  tie  vote  in  favor  of  the  gain  and 
loss  exhibit,  I  voting  against  the  gain  and  loss  exhibit. 

Q.  Can  you  state  in  a  condensed  way  what  your  objections 
were  .to  the  gain  and  loss  exhibit?  A.  I  rest  my  statement  as 
to  the  objections  to  the  gain  and  loss  exhibit  On  that  statement 
in  that  report. 

Q.  Can  you  not  give  me  a  summary  of  that?  A.  I  prefer  to 
stand  on  that  report,  sir. 

Q,  How  much  of  this  relates  to  the  subject  ?  A.  Well,  I  think 
to  make  it  clear  you  want  to  take  all  that  relates  there  to  the 
uniformity  of  blanks. 

Q.  Well,  it  must  be  possible  for  you  to  state  tersely,  with- 
out reading  all  those  pages,  the  points  upon  which  you  relied?  A. 
Wei],  I  do  not  care  to 

Q.  Use  it  as  a  support  to  your  memory?  A.  I  do  not  care, 
I  have  not  read  that  address  in  five  years.     I  do  not  care  to 
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attempt  to  express  that  tersely,  any  more  tersely  than  it  is  ex- 
pressed there. 

Q.  Well,  do' you  know  what  your  objections  now  are  about  as 
to  that?  ^A.  Well,  generally  speaking,  Mr.  Hughes,  when  the 
gain  and  loss  exhibit  was  first  introduced,  an  advocate  of  the  gain 
and  loss  exhibit  found  that  he  could  not  even  with  his  own  gain 
and  loss  exhibit  strike  a  real  balance ;  that  he  had  to  force  balances. 
That  was  included  in  the  annual  statement  requiring  the  officers 
to  swear  to  a  volume  of  figures  which  were  forced 

Q.  Yes.  A.  I  might  say  in  connection  with.the  gain  and  loss 
exhibit  that  the  advocates  of  that  exhibit  claim  that  if  it  had  been 
used  that  some  of  the  conditions  which  have  arisen  would  not 
have  arisen.  If  that  is  a  fact,  why  is  it  that  the  gain  and  loss 
exhibit,  which  has  been  used  for  ten  years  in  three  of  the  States, 
has  been  published,  has  been  circulated,  has  been  commented 
upon  in  the  press,  has  not  corrected  these  conditions  ?  It  is  a 
theoretical  matter.  Some  of  the  very  best  insurance  supervising 
officials  do  not  believe  in  it ;  some  others  believe  in  it.  It  is  more 
an  actuarial  problem  than  anything  else,  and  in  preparing  that 
address  for  Hartford  I  consulted  with  our  actuary,  Mr.  Patter- 
son, and  if  I  may  use  the  expression,  as  far  as  that  portion  of  my 
address  is  concerned,  it  was  more  or  less  cribbed. 

Q.  Was  your  opposition  to  any"  gain  and  loss  exhibit  or  to  the 
particular  form  of  the  gain  and  loss  exhibit  which  has  been  given 
to  the  Wisconsin  Department?  A.  My  opposition  has  been  this, 
that  I  did  not  believe  that  it  was  part  of  the  duty  of  insurance 
departments  to  create  a  large  mass  and  volume  of  figures  which 
tnight  be  used  in  a  misleading  manner  by  rival  agents.  I  know 
that  some  of  the  opponents  of  the  gain  and  loss  exhibit  have  so 
expressed  themselves,  notably  Commissioner  Cutting  of  Massa- 
chusetts, and  others. 

Q.  What  was  the  attitude  of  the  three  great  New  York  com- 
panies towards  the  gain  and  loss  exhibit?  A.  Well,  I  never  had 
any  one  of  the  three  great  Wew  York  companies  express  an  opinion 
to  me  on  the  gain  and  loss  exhibit. 

Q.  Do  you  know  what  their  attitude  was  ?  A.  If  I  am  not  mis- 
taken, the  attitude  of  the  New  York  Life  was  favoring  the  gain 
and  loss  exhibit ;  the  attitude  of  the  Mutual  Life  as  expressed  by 
Mr.  McClintock  at  Philadelphia  was  one  that  he  did  not  care 
whether  they  had  it  or  not.  I  do  not  think  I  have  ever  heard  any 
egression  on  the  part  of  the  Equitable. 
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Q.  Have  you  any  data  accumulated  by  the  New  York  Depart' 
ment  which  would  show  whether  the  companies  keep  within  thetr 
loadings  in  their  expenses  ?  A.  I  do  not  think  we  have  any  such 
data. 

Q.  There  is  nothing  in  the  annual  statements  required  by  the 
New  york  Department  whether  the  companies  keep  within  their 
loadings  or  not?     A.  I  do  not  think  there  is.   , 

Q.  Do  you  recognize  the  desirability  of  having  some  profit  and 
loss  account  which  will  show  the  insurance  gains  of  a  company? 
A.  Well,  again,  that  is  a  question,  Mr.  Hughes,  that  I  have  no  de- 
sire to  express  a  hurried  opinion  upon.  I  think  that  is  a  matter 
which  will  have  to  come  up  before  the  Committee  on  Blanks  this 
year. 

Q.  You  do  not  have  to  wait  for  the  action  of  the  Committee  on 
Blanks  or  the  Board  of  Insurance  Commissioners.  They  are  not 
recognized-  as  authorities  in  this  jurisdiction.  My  question  is  as  to 
the  attitude  of  the  Department.  You  have  given  thought  to  these 
questions?     A.  I  have  given  some  thought  to  them. 

Q.  Have  you  not  recognized  the  desirability  of  having  a  show- 
ing which  would  disclose  whether  or  not  a  company  was  making 
insurance  gains,  how  it  increased  or  decreased  its  surplus  by  its 
year's  operations,  whether  it  kept  within  its  provision  for  expenses, 
or  exceeded  it?  A.  I  have  stated  my  position  on  that,  Mr. 
Hughes. 

Q.  "Well,  have  you  taken  any  position  on  that  general  question? 
A.  I  have  not  taken  any  position  on  that  general  question  more 
than  I  have  voted,  as  I  explained,  against  the  gain  and  loss  ex- 
hibit for  several  years;  in  fact,  for  ten  years. 

Q.  Have  you  ever,  in  examining  companies  ?  A.  I  have  never 
examined  a  company  where  the  gain  and  loss  exhibit  would  have 
been  of  any  benefit. 

Q.  Would  it  have  been  any  benefit  in  the  case  of  the  Washing- 
ton Life  ?  A.  That  question  you  will  have  to  ask  Mr.  Patterson, 
Mr.  Keifer  or  Mr.  Vanderpoel,  the  experts. 

Q.  Are  you  aware  whether  or  not  it  would  have  been  of  benefit 
in  disclosing  the  position  of  the  Washington  Life  ?  A.  Well,  Mr. 
Hughes,  I  suppose  it  would  have  been  of  benefit,  and  I  don't  know, 
you  have  gone  back  to  the  Washington,  and  I  suppose  that  it  is  the 
desire  of  yourself  and  the  Committee  to  have  all  the  light  that 
I  can  give  you.  I  would  like  to  submit  this  memorandum  with 
regard  to  the  Washington. 
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Q.  All  right.  A.  It  is  something  which  will  probably  interest 
Mr.  Dawson. 

Q.  Well,  state  what  you  have  to  say  about  the  Washington? 
A.  The  inspection — an  inspection  of  the  appointment  for  the  ex- 
amination of  the  Washington  Life  Insurance  Company  shows  that 
it  bears  the  date  of  August  15th,  1904.  The  arrangements  of  the 
Department  were  such  that  an  examination  could  not  well  be  im- 
mediately begun,  and  there  was  at  that  time  no  thought  that  the 
matter  was  particularly  pressing.  Shortly  thereafter,  a  discharged 
employee  of  the  company,  as  alleged,  indirectly  furnished  infor- 
mation to  "  The  Underv/riter  "  and  to  the  Michigan  Department, 
of  the  manipulation  by  the  company  of  its  pnliev  rr^tnrns,  and 
this  led  to  immediate  action  by  the  Isew  York  Department. 

In  this  connection  I  would  call  your  attention  to  tue  percent- 
ages placed  before  you  last  Friday  by  Mr.  Dawson. 

I  do  not  recollect  that  Mr.  Dawson  made  any  reference  to  the 
condition  of  affairs  in  the  three  companies  named.  If  all  coiifii- 
tions  except  lapses  were  the  same,  perhaps  a  comparison  of  the 
percentages  would  be  of  some  value.  If  all  the  conditions  in  the 
Washington  Life  had  been  the  same  during  the  four  years  used, 
you  might  perhaps  claim  that  a  comparison  of  its  percentages 
should  have  given  warning  that  something  was  wrong  with  the 
company;  but  you  must  laiow  that  within  that  time  the  company 
had  changed  its  policy  return  from  the  written  basis  to  the  paid  for 
and  back  again  to  the  written. 

ISTow,  those  are  the  figures  you  have  worked  on,  Mr.  Dawson. 
I  do  not  know  whether  they  misled  your  or  not. 

Q.  Address  your  remarks  to  the  Committee,  please?  A.  With- 
out making  due  allowances  for  these  very  important  differences 
in  conditions,  no  inference  of  any  value  whatever  can  be  drawn 
from  a  comparison  of  percentages. 

These  changes  in  the  methods  of  the  Washington  Life  were 
known  to  all  departments  passing  on  the  returns. 

Q.  ISTow,  the  point  of  the  inquiry  is  this,  you  have  been  how 
many  years  in  the  Department?     A.  Since  1883. 

Q.  And  you  have  been  attending  these  conventions  of  Insur- 
ance Superintendents A.  I  have  been  attending  these  con- 
ventions for  the  past  ten  years. 

Q.  And  you  have  been  more  active  than  anyone  else  in  the  De- 
partment in  connection  with  the  question  of  the  gain  and  loss 
exhibit;  that  is,  you  have  represented  before  the  conventions  the 
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Department's  views  from  time  to  time?     A.  Well,  there  Have 
been  no  Department's  views  from  time  to  time. 

Q.  Well,  then,  your  own  views?  A..  I  want  to  make  one  state- 
ment, if  I  may.  That  address  delivered  at  Hartford  was  never 
submitted  to  the  present  Superintendent  of  Insurance.  Mr.  Hen- 
dricks was  absent  from  the  Department  at  that  time  ill,  during  the 
time  I  prepared  the  address.  It  was  not  intended  to  commit  the 
Department.  It  did  not  commit  his  administration.  Mr.  Hen- 
dricks stated  on  the  stand  the  other  day  that  he  might  favor  a  gain 
and  loss  exhibit.  The  matter  has  never  been  brought  to  his  at- 
tention. It  is  simply  that  the  Department  has  since  that  period 
acted  on  the  majority  vote  of  the  Commissioners  present. 

Q.  Prior  to  this  year  has  the  Superintendent  ever  made  any 
recommendation  as  to  the  advisability  of  the  reduction  in  ex- 
penses generally  of  the  insurance  companies?  A.  I  do  not  think 
that  any  such  suggestion  has  ever  been  made  except  as  it  may 
have  run  to  some  of  the  assessment  companies. 

Q.  Yes,  but  I  mean  with  regard  to  any  of  the  old  line  com- 
panies?   A.  E'o,  sir. 

Q.  Has  the  Department  ever  had  any  statistics  before  it,  or  ever 
called  for  any  statistics  which  would  have  enabled  it  to  judge 
whether  the  expense  incurred  in  obtaining  new  business  was 
larger  than  it  should  have  incurred?  A.  I  think  Mr.  Vanderp6el 
has  gone  into  that  matter,  in  some  examinations.  I  do  not  think 
there  has  been  any  general 

Q.  Has  there  been  any  report  on  that  except  in  connection  with 
companies  that  were  either  failing  or  deemed  to  be  on  the  verge  of 
failure?    A.  L  have  no  recollection  of  any  such  report 

Q.  The  question  has  not  been  taken  up  as  an  important  one 
affecting  the  interests  of  policyholders  ?  A .  Well,  if  you  are  going 
back  to  the  old  position  of  the  Department,  as  explained  by  Mr. 
Hendricks,  that  we  have  never  deemed  we  were  more  than  a  De- 
partment of  Audit;  that  it  was  our  duty  under  the  Insurance 
Laws  to  determine  if  a  corporation  is  solvent.  While  the  Super- 
intendent of  Insurance  has  the  right  under  the  law  to  ask  for  any 
information  that  he  may  want,  the  Superintendent  has  not  got  the 
right  to  do  anything  except  when  a  company's  liabilities  exceed  its 
assets,  unless  in  the  case  of  misrepresentation  of  funds. 

Q.  Well,  he  has  not  only  the  right,  but  the  duty  to  get  informa- 
tion and  to  advise  the  Legislature  as  to  necessary  legislation  ?  A. 
Well 
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Q.  YoTi  recognize  that?  A.  I  do  not  recognize  that  view  of  it, 
Mr.  Hughes.  I  recognize  the  view  that  our  Department  is  a  De- 
partment of  Audit. 

Q.  Why  don't  you  audit  those  matters  which  relate  to  returns 
to.  policyholders,  the  matter  of  dividends,  the  matter  of  expenses, 

the  commissions  paid A.  There  is  nothing  in  the  Insurance 

Law  that  permits  us  to  question — to  audit  expenses. 

Q.  After  your  many  years  in  the  Department,  is  that  the  only 
explanation  you  c^n  make?  A.  That  is  the  explanation  that  I 
make,  sir. 

Q.  ISTow,  with  regard  to  the  present  advisability  of  requiring 
profit  and  loss  statements,  do  you  think  them  advisable?  A.  I 
think  that  is  a  question  which  should  be  very  carefully  considered. 

Q.  "Well,  you  are  disposed  to  favor  that,  are  you  not?  A.  I  am 
disposed  to  favor  anything  which  will  bring  about  absolutely  good 
results. 

Q.  Don't  you  think  that  is  a  good  thing?  A.  I  should  want  to 
see  the  schedule  before  I  said  it  was. 

Q.  Well,  you  would  want  a  proper  schedule?  A.  If  I  saw  a 
proper  schedule  I  should  be  very  much  inclined  to  favor  it.  I  have 
never  yet  seen  what  I  considered  was  a  proper  schedule,  as  I  under- 
stand it. 

Q.  Do  you  rest  on  the  sufficiency  of  the  present  statements  that 
are  required?    A.  How  do  you  mean 

Q.  Do  you  say  that  the  present  statements  required  by  the  De- 
partment are  adequate  for  the  purpose  of  giving  the  Department 
all  the  information  that  is  necessary  to  protect  policyholders?  A. 
I  say  that  the  present  statements,  if  they  are  made  out  by  honest 
men — that  they  show  conditions  that  will  give  the  public  the  meas- 
urement which  the  Insurance  Department  is  required  to  give, 
under  the  law,  the  measurement  of  solvency. 

Q.  And  that  is  aU?  A.  That  is  all.  They  give  more  than 
solvency.  The  question  of  dividends  is  a  defect;  if  it  is  any  de- 
fect, it  is  a  defect  in  the  law. 

Q.  Is  there  any  objection  in  your  judgment  to  requiring  a  sched- 
ule of  dividends  like  the  one  now  shown  you  (handing  paper)? 
A.  I  would  state  a  schedule  of  dividends  has  been  submitted  to  the 
Department  by  Commissioner  Boyes  of  Ohio;  that  that  dividend 
schedule  I  have  turned  over  to  the  Actuary,  Mr.  Patterson,  who  is 
familiar  with  these  matters.    I  am  not — asking  him  to  give  it  his 
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careful  consideration  with  the  intent  of  voting  for  such  a  schedule 
when  I  join  with  the  Committee  on  Banks 

Q.  What  do  you  think  of  this  I  now  show  you?  A.  I  could 
not  tell  you  what  I  thought  of  it,  offhand. 

Q.  Can  you  see  at  a  glance  'i  A.  I  cannot,  and  will  not  takeit 
at  a  glance.  If  I  took  the  Washington  Life  at  a  glance,  I  might 
have  been  deceived. 

Q.  Have  you  in  mind  any  recommendations  as  to  legislation 
required  to  equip  the  Department  with  more  power  than  it  pos- 
sesses in  order  to  protect  the  policyholders?  A.  Well,  that  is  a 
pretty  hard  question  to  answer,  Mr.  Hughes. 

Q.  Have  you  ever  thought  in  your  twenty  years  of  the  limita- 
tions of  powers  of  the  Superintendent  which  should  be  changed? 
A.  I  have  thought  of  some  cases. 

Q.  In  order  that  he  should  have  power  enough  to  deal  ade- 
quately with  the  situation?  A.  Well,  ]\fr.  Hughes,  I  think  that 
one  of  the  worst  evils  is  incident  to  your  deferred  dividends 
period — I  should  have  not  longer  than  a  five-year  dividend  period; 
in  fact,  all  the  insurance  I  am  carrying  myself,  and  not  much,  are 
annual  dividend  policies.  I  believe  that  the  companies  when  they 
reach  a  certain  volume  of  business  should  be  estopped  from  doing 
any  more  business  except  to  keep  up  to  that  water-mark,  whatever 
it  might  be.  There  was  a  bill  introduced  here  six  or  seven  years 
ago,  making  it  one  billion  five  hundred  million.  Personally,  I 
should  have  liked  to  have  seen  that  bill  passed.  I  believe,  as  I 
stated  this  forenoon,  that  standard  life  policies — you  could,  I 
think,  place  all  of  the  policies  under  four  or  five  forms  of  policies 
■ — I  would  favor  standard  life  policies.  I  don't  know  just  how 
the  Legislature  can  regulate  this  question,  but  I  would  make  it 
impossible  to  have  a, bonus — that  is,  overriding  business — you 
know  what  I  mean. 

Q.  Won't  you  direct  your  attention  more  specifically  to  the 
question  of  what  additional  powers  the  Superintendent  needs  to 
find  out  all  about  the  transactions  of  life  insurance  companies,  and 
make  them  public?  A.  I  believe,  Mr.  Hughes,  that  if  those  cor- 
rections are  made  in  the  law  that  the  Superintendent  will  not  have 
these  conditions  confronting  him.  That  is  Avhere  the  remedy  is 
to  come  from. 

Q.  Before  we  deal  with  that,  can  you  tell  me  what  additional 
powers  the  Superintendent  needs  in  order  to  get  full  information 
regarding  the  transactions  of  companies  and  make  them  public,  and 
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recommend  siich  legislation  as  they  may  show  to  be  necessary? 
A.  You  must  realize  yourself  that  that  is  a  question  that  a  man 
can  hardly  answer  offliand. 

Q.  After  your  long  experience  in  the  Department  you  are  un- 
able to  answer  it?  A.  I  believe  that  the  Superintendent  of  Insui'- 
ance,  if  he  is  going  to  expect  to  follow  all  of  the  ramifications  of 
the  business  as  closely  as  your  line  of  examination  would  indicate, 
that  there  should  be  a  larger  force. 

Q.  A  larger  force,  but  I  am  talking  of  the  law^-what  additional 
powers  should  he  have?  A.  I  do  not  think  you  could  give  the 
Superintendent  power — I  think  you  have  got  to  regulate  the  cor- 
porations. 

Q.  Do  you  recall  any  additional  grant  of  power?  A.  I  do  not 
recall  any  additional  power  at  this  time,  no,  sir. 

MK.  HUGHES:   That  is  all,  Mr.  Appleton. 

THE  WITNESS:  Well,  now,  Mr.  Hughes,  I  ask  in  view  of 
this  examination,  which  is  more  or  less  of  a  reflection  upon  the 
Insurance  Department  and  what  we  are  doing — ^you  spoke  about 
our  harmonious  inactivity  on  Friday. 

Q.  I  referred  to  the  Washington  Life?  A.  I  will  ask  that  I 
may  have  the  privilege  of  reading  a  statement  which  will  not  take 
five  minutes. 

Q.  Head  it.  A.  I  desire  to  state  for  the  information  of  your 
Committee  and  the  public  that  there  are  at  present  some  433  in- 
surance companies,  societies  and  associations  transacting  the  busi- 
ness of  insurance  within  this  State  which  are  subject  to  the  super- 
vision of  the  State  Insurance  Department.  These  include  fire, 
marine,  life,  casualty,  title  and  credit  guaranty  corporations,  and 
business  assessment  aud  fraternal  beneficiaiy  associations  created 
and  operating  under  separate  and  variously  different  provisions  of 
law.  It  is  the  duty  and  practice  of  the  Department  to  require  com- 
pliance by  everyone  of  these  companies  with  every  provision  of  law 
applicable  to  it  so  far  as  it  is  within  the  power  of  the  Department 
to  do  so. 

Besides  the  necessarily  large  correspondence,  the  preparation  and 
furnishing  of  blanks,  the  filing  and  examination  of  reports  and  their 
publication  in  three  separate  volumes  each  jear,  the  collection  of 
fees,  taxes  and  return  of  examination  expenditures  by  companies 
examined,  the  issuing  of  agency  certificates  and  certified  copies  of 
corporate  constitutions,  by-laws  and  other  papers,  particular  atten- 
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tion  is  given  by  the  Department  to  proper  paid  capitalization,  to 
the  deposit  of  the  necessary  amount  and  kind  of  securities  specified 
by  law  and  that  the  reserve  and  other  trust  funds  computed  or 
verified  by  the  Department,  so  required  by  law,  are  kept  intact  and 
adequate  to  protect  the  insuring  public.  With  tie  exception  of 
the  laws  governing  the  assessment  and  fraternal  beneficiary  socie- 
ties, the  statutes  of  the  State  regiilating  the  different  classes  of 
companies  generally  provide  for  sufficient  reserve  or  trust  funds  to 
protect  the  policyholders. 

The  reports  of  all  companies  are  checked,  tabulated  and  abstracts 
made  therefrom  and  whenever  examinations  are  thought  to  be 
necessary  they  are  made  by  our  State  Departmeijt  in  the  cases  of 
domestic  corporations  and  corporations  of  foreign  countries  domi- 
ciled in  this  State,  and  requested  of  the  home  departments  when 
corporations  are  of  other  States. 

During  the  year  1904  fifty-nine  examinations  ^veie  made  by  the 
Department.  A  reference  to  department  reports  for  the  past  ten 
years  will  indicate  that  the  average  number  of  examinations  made 
have  been  fifty-four  each  year.  During  the  past  two  administra- 
tions of  nearly  nine  years  not  a  single  life  company  authorized  to 
transact  business  in  this  State  has  failed.  During  that  time,  using 
eight  years'  annual  return,  the  domestic  life  insurance  corporations 
have  transacted  business-  resulting  in  premium  collections  of  over 
$1,651,000,000.  With  insurance  in  force  on  December  31,  1904, 
of  over  $7,099,000,000,  and  the  insuring  public  have  lost  nothing. 
Domestic  casualty  corporations  with  assets  of  over  $23,000,000 
have  received  in  premiums  more  than  $75,000,000,  and  the  policy- 
holders have  lost  nothing.  Domestic  fire  and  marine  companies 
and  foreign  fire  and  marine  companies  of  other  countries 
domiciled  in  this  State  have  collected  ovor  $757,000,000  in 
premiimis  and  there  was  in  force  on  December  31st  last, 
$15,821,000,000  of "  insurance,  and  the  insuring  public  have 
lost  nothing  with  the  exception  that  in  the  case  of  one 
comparatively  small  stock  fire  company  there  was  a  loss  to  policy- 
holders of  some  twenty-five  per  cent,  of  the  unearned  premiums, 
and  three  general  mutual  fire  companies  doing  a  restricted  busi- 
ness only  of  a  small  volume  were  placed  in  the  hands  of  receivers. 
A  reference  to  the  texts  of  the  departmental  reports  to  the  Legisla- 
ture will  show  that  after  several  years  of  recommendations  the 
danger  incident  to  the  incorporation  of  general  mutual  fire  insur- 
ance companies  no  longer  exist.       These  companies  have  total 
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assets  of  $1,723,840,065  and  total  surplus  funds  of  $310,558,190. 
Tlie  Mercantile  Credit  Guarantee  Company  of  New  York,  not 
included  in  the  above  showing,  was  placed  in  the  hands  of  a  re- 
ceiyer  on  August  5th,  1897.  The  affairs  of  the  corporation  are 
still  in  the  hands  of  a  receiver.  The  German  Real  Estate  Title 
Guarantee  Company,  not  included  in  the  above  showing,  was  placed 
in  the  hands  of  a  receiver  on  March  25th,  1902.  Its  affairs  are 
still  in  the  receiver's  hands.  The  loss  to  policyholders  will  be 
small.  Besides,  there  are  assessm.ent  associations  and  fraternal 
beneficiary  orders,  the  statutes  governing  which  never  provide 
proper  standards  of  solvency  or  insolvency,  the  Department  super- 
vision of  which  is  of  the  most  limited  character. 

It  must  be  remembered  that  the  authority  and  control  contem- 
plated by  the  insurance  laws  of  this  and  other  States,  or  ever  ex- 
ercised in  this  country  over  corporations,  associations  or  persons 
engaged  in  the  insurance  business,  are  simply  supervisory  in  char- 
acter. It  was  never  intended  that  the  Department  throughout 
the  country  should  take  the  place  of  the  officers  and  directors  of 
every  company  and  manage  its  affairs  or  supervise  any  business 
transaction  involving  any  portion  of  its  surplus  funds,  and  such 
power  could  never  be  completely  exercised  unless  actual  direction 
of  them  were  had.  And  it  must  further  be  understood  that  the 
most  stringent  supervisory  control  possible  cannot  create  honest 
and  efficient  officers  out  of  dishonest  and  incapable  men.  A  de- 
partment might  coaisume  a  year  in  the  examination  of  a  company 
and  find  everything  proper  and  satisfactory,  and  still,  before  the 
examiners  had  left  the  building,  dishonest  officers  could  seriously 
impair  its  assets. 

The  .Departments  axe  primarily  interested  in  seeing  to  it  that 
every  company -sets  aside  and  maintains  every  reserve  or  trust  fund 
required  by  law;  that  it  has  ample  legal  assets  for  the  protection 
of  its  policyholders  and  that  they  are  not  impaired;  and,  there- 
after, to  compel  comipliance  with  every  other  statutory  or  depart- 
ment regulation,  and  correction,  restitution  or  punishment  where 
violations  have  been  or  can  be  discovered  by  department  investi- 
gations conducted  under  the  express  provisions  of  the-law. 

THE  WITNESS:  I  think  that  is  a  fair  statement  of  the  De- 
partment's position. 

Q.  Do  you  mean  to  be  understood  as  saying  that  the  policy- 
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holders  have  not  lost  anything  by  the  extravagance  in  manage- 
ment that  has  been  disclosed?  A.  "When  I  say  policyholders  I 
am  talking  of  the  policy  per  se — I  am  not  talking  of  the  expecta- 
tion on  the  gamble  end  of  the  dividend— I  am  talking  about  the 
pure  insurance. 

Q.  I  don't  know  what  you  mean  by  the  policy  per  se.  A 
policyholder  is  not  entitled  to  anything  except  under  his  policy — 
you  mean  his  death  claim  ?  A.  I  mean  to  say  this :  if  you  take 
out  a  five  thousand  dollar  policy,  that  five  thousand  dollar  policy 
is  protected.  If  you  take  out  that  five  thousand  dollar  policy  ex- 
pecting to  get  $250  of  dividends,  you  have  been  disappointed. 

Q.  You  did  not  mean  then  that  the  policyholders  had  not  in 
fact  lost  money  ?  A.  I  mean  to  say  that  they  have  not  lost  a  dol- 
lar in  the  way  of  pure  insurance — that  is  my  meaning. 

Q.  But  they  may  have  paid  too  much  for  it  if  they  don't  get 
the  returns  which  an  overpayment  would  have  entitled  them  to? 
A.  Well,  that  is  a  question  that  has  got  to  be  gone  into. 

Q.  Tes,  and  the  Department  has  never  gone  into  it  ?  A,  The 
Department  has  valued  the  policies  according  to  their  terms.  The 
Department  has,  as  set  forth  there,  never  considered'  that  they  had 
a  managerial  institution;  if  it  has  I  don't  know  how  any  man 
could  ever  perform  the  duties  of  Superintendent  of  Insurance. 

Q.  I  agree  with  you,  it  is  supervisory.  The  question  is  as  to 
how  far  and  how  careful  its  supervision  should  be.  Now  with  re- 
gard to  your  insurance,  in  what  companies  are  you  insured  ?  A. 
Must  I  tell  you  that  ?  I  have  a  $5,000  policy  in  the  Connecticut 
Mutual  Life  which  I  took  out  for  the  benefit  of  my  mother  some 
fifteen  years  ago. 

Q.  Are  you  insured  in  any  !N"ew  York  company  ?  A.  I  am  not 
insured  in  any  ISTew  York  company.  I  have  a  $"5,000  policy  in 
the  Mutual  Benefit  of  ISTewark,  New  Jersey,  which  I  took  out 
for  the  benefit  of  my  mother  some  twenty  years  ago.  They  are 
straight  life  policies,  and  not  limited  payments,  for  $5,000  each, 
and  they  are  annual  dividend. 

Q.  Did  you  receive  any  commissions?  A.  I  did  not.  I  paid 
full  commissions  in  Connecticut. 

Q.  You  have  never  been  insured  in  any  New  York  company? 
A.  I  have  never  been  insured  in  any  New  York  company. 

ME.  HUGHES :    That  is  all,  Mr.  Appleton. 
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CLINTON  GILBERT,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  ME.  HUGHES:     . 

Q.  You  reside  in  tlie  City  of  New  York  ?    A.  Yes,  sir. 

Q.  What  is  your  occupation  ?  A.  I  am  a  dealer  in  bank  stocks 
and  stock  companies'  stocks. 

Q.  You  are  an  independent  dealer?  A.  Independent  dealer, 
yes,  sir. 

Q.  Did  you  in  1901  acquire  any  certificates  of  the  stock  of  the 
Lawyers'  Mortgage  Insurance  Company,  which  stood  in  the  name 
of  N.  D.  Putnam,  Jr.  ?    A.  I  did. 

Q.  Will  you  give,  please,  the  numbers  of  the  certificates  and 
dates  and  amounts  and  what  you  paid  for  them?  A.  The  first 
purchase  here  is  June  10. 

Q.  1901  ?  A.  1901 ;  a  hundred  shares.  Strong,  Sturgis  &  Com- 
pany. 

Q.  Were  Strong,  Sturgis  &  Company  the  persons  through  whom 
you  acquired  the  shares  ?    A.  They  were ;  they  were  the  sellers. 

Q.  What  was  the  number  of  the  certificate?  A.  Five  hundred 
and  thirty-eight. 

Q.  What  did  you  pay  Strong,  Sturgis  &  Company  for  the  hun- 
dred shares  ?     A.  180. 

Q.  Go  on.     A.  Do  you  wish  to  know  the  name  ? 

Q.  Yes.     A.  It  came  in  the  name  of  N.  D.  Putnam,  Jr. 

Q.  Go  on.     A.  The  next  date  is  June  12th. 

Q.  1901?  A.  1901,  one  hundred  shares  from  Strong,  Sturgis 
&  Company  at  180,  certificate  539,  N.  D.  Putnam,  Jr. ;  June  loth, 
fifty  shares.  Strong,  Sturgis  &  Company,  price  190,  certificate 
540. 

Q.  Give  the  name  ?  A.  In  the  name  of  N.  D.  Putnam,  Jr. ; 
June  15th,  fifty  shares,  19 — well,  that  came  in  one  certificate  of 
one  hundred  shares,  and  two  separate  purchases,  one  hundred 
shares,  N.  D.  Putnam,  Jr. ;  June  18th,  fifty  shares,  H.  A.  Eaton, 
185,  certificate  171,  N.  D.  Putnam,  Jr.  Do  you  wish  me  to  go  on 
further  ?     There  are  a  number  of  transactions. 

Q.  Yes.     A.  September  3d. 

Q.  All  those  dates  are  1901?  A.  All,  1901,  yes.  September 
3d,  fifty  shares.  Strong,  Sturgis  &  Company  at  185,  and  on  the 
same  date  fifty  shares  from  Strong,  delivered  by  transfer,  Sep- 
tember 20th.  October  22d^  one  hundred  shares,  A.  Iselin  &  Com- 
pany, 215  prica 
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Q.  Two  certificates,  one  No.  740,  fifty  shares  and  one  741,  fifty 
shares,  name,  A.  Iselin  &  Company.  Then,  November  8th,  ten 
shares,  Williamson  and  Squire,  232  Pine,  came  in  the  name  of 
Norton  Squire.  There  are  two  numbers  here — ^I  thinik  they  must 
have  been  five  shares  each — 884  and  797.  Then  it  goes  on  to — 
there  is  only  one  other  entry  here,  and  that  is  a  purchase  at  auction. 

Q.  You  have  given  now  all  the  transactions  in  1901  and  all  the 
transactions  in  certificates  in  the  name  of  N.  D.  Putnam,  Jr.  ?  A. 
All  that  I  have. 

Q.  Yes,  all  that  you  have  and  all  of  the  transactions  of  pur- 
chases from  Strong,  Sturgis  &  Company?     A.  Yes,  sir. 

Q.  Have  you  a  minute  of  the  transaction  in  certicate  536?  I 
don't  think  you  mentioned  that — do  you  happen  to  have  it?  A. 
536— what  is  the  date  of  that  ?     Here  is  538. 

Q.  Not  536.  You  have  no  certicate  in  the  name  of  Mr.  Crom- 
well?   A.  No,  sir. 

Q.  Or  of  Mr.  Haven  ?  A.  No,  sir ;  that  is  all  the  books  show,  all 
that  I  have. 

Q.  These  shares  that  you  obtained  from  Strong,  Sturgis  &  Com- 
l^any,  do  you  remember  selling  them  to  Williamson  &  Squire  ?  A. 
Well,  I  cannot  say  I  have  any  recollection  of  it  now,  Mr.  Hughes. 

Q.  You  can  verify  it  by  the  record?    A.  I  can  verify  that,  yes. 

Q.  Did  you  give  the  nature  of  the  sales  of  those  securities  which 
you  have  mentioned,  by  you — that  is,  if  you  sold  them  to  William- 
son &  Squire  ?  A.  I  bought  them  myself  as  a  dealer,  you  under- 
stand, and  then  sold  them  after  that. 

Q.  I  know,  but  it  is  a  link  in  the  chain  in  which  we  find  matters 
pertaining  to  insurance  companies  at  either  end,  and  that  is  the 
reason  that  I  ask  you.  Did  you  sell  any  of  those  shares  to  William- 
son &  Squire?     A.  I  sold  June  14th 

Q.  1901?     A.  1901,  fifty  shares  at  a -hundred  and  ninety. 

Q.  To  Williamson  &  Sqtdre?  A.  To  Williamson  &  Squire, 
yes. 

Q.  What  was  the  number  of  that  certificate?  A.  That  was 
No.  769. 

Q.  Yes;  go  on.    A.  In  ray  name. 

Q.  Yes.  A.  I  sold, .  June  10th,  one  hundred  shares  at  190, 
certificate  No.  767,  in  my  name.  I  sold,  June  14th,  fifty  shares, 
Willianason  &  Squire.  I  am  reading  them  off  as  they  are  found 
—  fifty  shares  at  190,  certificate  769  in  my  name.  Then  tliere  are 
a  number  of  minor  sales  that  I  made. 

Q.  ]S!ow,  I  show  you'Exhibit  No.  369,  in  evidence  here,  fioni 
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the  books  of  Williamson  &  Squire,  showing  certain  purchases 
from  you  of  Lawyers'  Mortgage  Insurance  Company's  stock,  to- 
wit:  June  13th,  1901,  one  hundred  shares  at  190?  A.  June 
13th. 

Q.  Yes.    A.  Yes, 

Q.  Now,  that  was  part  of  the  stock  that  you  bought  froui 
Strong,  Sturgis  &  Company?    A.  That  was  part  of  it,  yes,  sir. 

Q.  I  show  you,  June  14th,  one  hundred  shares  of  Lawyers' 
Mortgage  Insurance  Company  at  one  hundred  and  ninety,  pur- 
chased from  you  by  Williamson  &  Squire.  That  was  part  of  the 
stock  which  you  obtained  from  Strong,.  Sturgis  &  Company? 
A.  What  is  the  date  of  that,  please  ? 

Q.  June  14th.  A.  June  14th.  I  assume  that  is  part  of  it. 
Of  course  there  are  other  shares  that  I  held  at  the  time.  I  may 
have  delivered  some  of  those  others  or  that  particular  lot  —  I 
don't  know. 

Q.  And  I  find,  June  18th,  1901,  there  was  —  what  was  the 
number  of  the.  certificate  in  that  last  hundred  shares  ?  A.  Num- 
ber of  certificate  June  13th? 

Q.  June  14th?    A.  Y69. 

Q.  Now,  on  June  18th,  1901,  it  appears  from  Williamson  & 
Squire  books  that  they  bought  from  you  fifty  shares  of  Lawyers' 
Mortgage  Insurance  Company  at  190?  A.  June  18th,  that  is 
right. 

Q.  And  what  was  the  number  of  that  certificate?    A.  765. 

Q.  That  was  part  of  those  you  had  acquired  from  Strong, 
Sturgis  &  Company?    A.  I  assume ~so,  yes. 

Q.  I  find  on  September  23d,  1901,  one  hundred  shares  pur- 
chased by  Williamson  &  Squire  from  you  at  200  ?  A.  Septem- 
ber 23d? 

Q.  Yes.    A.  Forty-seven,  and  a  half  shares  my  book  states. 

Q.  Are  there  not  additional  purchases'  to  make  that  up?  A. 
All  I  know  is  the  entry.    I  know  nothing  more. 

Q.  You  find  an  entry  of  forty-seven  and  a  half  shares?  A. 
September  23d,  fifteen  shares  —  that  would  be  sixty-two  and  a 
half  shares. 

Q.  So  your  transaction  was  that  you  bought  at  the  dates  yon 
have  described  m  1901  certain  shares  from  Strong,  Sturgis  & 
Company  and  from  Iselin  &  Company,  and  that  during  June  anc! 
also  in  September,  1901,  you  sold,  as  you  have  described,  certain 
of  the  shares  to  Williamson  &  Squire?    A.  Yes. 
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ME.  HUGHES:   That  is  all,  Mr.  Gilbert. 

LOUIS  F.  PAYN,  called  as  a  witness,  being  duly  sworn,  testi- 
fied as  follows: 

BY  MR.  HUGHES: 

Q.  You  were  at  one  time  Superintendent  of  Insurance  of  the 
State  of  'New  York?     A.  Yes,  sir. 

Q.  During  how  many  years  were  you  Superintendent?  A. 
Three  years,  about. 

Q.  When  were  you  appointed?     A.  1897. 

Q.  And  you  went  out  of  office  in  January,  1900?  A.  Febru- 
ary, I  think. 

Q.  February,  1900.  Had  you  had  any  connection  with  any 
insurance  companies  prior  to  the  time  of  your  appointment?  A. 
No,  sir. 

Q.  It  appears  by  the  list  of  Insurance  Department  employees 
which  has  been  furnished  by  the  Department  that  you -procured 
the  appointment  of  a  number  of  confidential  examiners.  I  will 
s-'hbw  you  the  list  furnished  by  the  Department,  with  the  dates. 
'I'ake,  for  example,  F.  H.  Parker,  appointed  January  1st,  1899 — 
who  recommended  his  appointment?     A.  I  don't  remember. 

Q.  William  Leary,  August  1st,  1898?  A.  Well,  I  think  there 
were  several  newspaper  men  asked  for  him. 

Q.  F.  0.  McArthur,  May  1st,  1898?  A.  I  think  some  people 
at  his  home. 

Q.  Where  was  he  from  ?     A.  From  Hudson. 

Q.  Was  he  a  personal  appointment  of  yours?    A.  Yes,  sir. 

Q.  Well,  of  course,  all  appointments  are  made  by  you  directly 
— I  mean  to  say  whether  he  was  appointed  by  you  on  the  recom- 
mendation of  someone  else  or  on  your  own  instance  exclusively? 
A.  Several  from  his  city — ^I  don't  remember. 

Q.  Mr.  J.  S.  Andrews  ?     A.  I  do  not  recall  him  at  all. 

Q.  Appointed  January  1st,  1899 — do  you  know  where  he  was 
from?  A.  I  think  he  was  appointed  by  me — 1899.  I  don't  rer 
jnember  anything  about  it.  I  assume,  without  knowing,  that  'on 
the  list  at  the  Department  the  names  stand  opposite. 

Q.  Is  that  so?  I  did  not  know  that.  ,  A.  I  think  so.  Is  tha^ 
eo,  Mr.  Appleton? 

ME.  APPLETON:  What  is  that? 


Testimony  of  Louis  F.  Payn.  4493 

ME.  HUGHES:  Mr.  Payn  states  that  the  recommendations 
or  the  person  suggesting  the  appointment  of  the  persons  ap- 
pointed by  the  Department  appear  on  the  list. 

ME.  APPLETON:  He  is -mistaken  ahout  that. 

Q.  Mr.  E.  A.  Elmer,  appointed  June  Yth,  1889,  who  recom- 
mended his  appointment?     A.  I  cannot  rememher. 

Q.  Mr.  I.  Fulde,  appointed  June  7th,  1899?  A.  I  don't  re- 
member. 

Q.  Mr.  P.  B.  Mitchell?  A.  If  Mr.  Appleton  will  tell  me 
where  those  people  are  from  perhaps  I  might  remember  some- 
thing about  it. 

Q.  Any  information  Mr.  Appleton  can  give  I  shall  be  glad  to 
have  given  you.     You  don't  recall  him  at  all?    A.  I  do  not. 

Q.  Did  you  appoint  any  confidential  examiner  who  had  been 
recommended  for  appointment  by  any  insurance  company?  A. 
I  never  did. 

Q.  Or  anyone  connected  with  any  insurance  company?  A. 
Not  to  my  knowledge.  No  man  would  have  obtained  any  con- 
sideration if  I  had  known  that  he  was  directly  or  indirectly  con- 
nected with  an  insurance  corporation. 

Q.  Did  you  examine  the  persons  who  were  in  the  Department 
when  you  took  office  to  ascertain  whether  they  had  had  any  rela- 
tions with  any  insurance  companies  ?    A.  I  never  did. 

Q.  Did  you  know  the  affiliations  of  Mr.  John  J.  Cunningham  ? 
A.  I  found  Cunningham  —  I  remember  who  he  is ;  he  was  in  the 
office  down  here.  I  found  him  there  when  I  came  in  the  De- 
partment. 

Q.  Did  you  look  up  his  record  to  see  what  his  relations  had 
been  before  he  became  associated  with  the  Department?  A.  I 
never  did,  and  don't  know  now. 

Q.  What  led  to  the  appointment  of  a  number  of  confidential 
examiners  during  your  term  of  office  —  there  appear  to  have 
been  seven  appointed  during  that  time?  A.  If  you  will  look  at 
the  record,  you  will  find  that  we  examined  a  great  many  com- 
panies during  my  administration,  and  we  had  to  have  an  in- 
creased number  of  examiners  to  do  the  work. 

Q,  Was  it  your  opinion  while  you  were  Superintendent  that 
your  force  of  examiners  was  adequate  for  the  purpose  of  a  thor- 
ough examination  ?  A.  Well,  I  don't  know  that  I  had  an  opin- 
ion.   I  came  into  that  department  —  if  you  will  excuse  me 
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Q.  Certainly.     A.  without  any  knowledge  of  insurance 

whatever.  Perhaps  I  had  a  little  —  very  little  —  when  I  went  out, 
and  so  far  as  the  examining  of  companies  was  concerned,  I  adopted 
the  same  theory  that  had  been  in  vogue  since,  so  far  as  I  know, 
since  there  was  an  Insurance  Department. 

Q.  What  was  that  theory  that  you  adopted?  A.  That  so 
far  as  the  examination  of  companies  was  concerned  that  the 
chief  examiner  had  charge  of  that. 

Q.  You  relied  upon  him  ?    A.  Absolutely. 

Q.  Did  you  give  him  instructions  as  to  what  he  should  or 
should  not  examine  ?    A.  ISTo,  I  did  not. 

Q.  Did  you  endeavor  to  direct  his  attention  to  particular  mat- 
ters which  in  your  judgment  required  consideration  ?  A.  No,  I 
did  not. 

Q.  You  left  him  free?    A.  Yes. 

Q.  Well,  how  did  you  then  direct  the  work  of  the  Depart- 
ment in  matters  of  examination  or  didn't  you  assume  the  di- 
rection of  them?  A.  I  did  not.  The  same  ideas  were  followed 
out  that  had  been  in  vogue  I  think  for  all  time,  ever  since  there 
was  a  department. 

Q.  Did  you  know  William  H.  Buckley  ?    A.  Yes. 

Q.  Was  he  made  your  private  secretary?     A.  ISTo,  sir. 

Q.  Had  he  been  private  secretary  to  your  predecessor?  A. 
I  am  of  the  opinion  that  he  had  but  I  am  not  sure  aboiit  it. 

Q.  You  made  him  third  deputy,  did  you  not?  A.  I  think  he 
was  third  deputy  when  I  went  there.  Let  me  tell  you,  Mr. 
Hughes,  I  did  not  know  one  single  man  in  the  Insurance  De- 
partment when  I  took  possession  of  it. 

Q.  And  you  did  not  know  him  or  his  relations  to  any  insur- 
ance company  ?    A.  I  did  not  —  no,  sir. 

Q.  Whether  he  had  any.  You  have  said  that  you  made 
a  number  of  examinations  during  your .  term  of  office.  Here 
is  a  record  furnished  by  the  Department  of  the  life  insurance 
companies  examined  during  the  last  ten  years.  If  you  will 
look  at  that  please.  Did  you  examine  during  your  term  of 
office  the  Equitable  Life?     A.  Yes,  I  remember  that  distinctly. 

Q.  Aren't  you  mistaken  about  that?  If  you  will  look  at  the 
list  furnished  by  the  Department  under  the  heading  of  "Equit- 
able" do  you  find  any  record  of  an  examination  between  1897. 
and  1901?  A.  ISTo,  I  do  not.  Probably,  as  this  record  is  cor- 
rect, I  may  be  mistaken. 


Testimony  of  Louis  F.  Payn.  4495 

Q.  Tlieii  you  were  inaccurate  in  your  recollection  a  moment 
ago?     A.  Yes. 

Q.  What  made  you  think  you  had  examined  the  Equitable? 
A.  Well,  I  thought,  we  had  examined  almost  all  the  companies 
in  New  York. 

Q.  Did  you  examine  the  Germania  ?     A.  Well,  I  think  so. 

Q.  Before  you  give  your  unaided  recollection,  Mr.  Payn,  you 
may  find  it  convenient  to  look  at  the  record.     A.  Yes. 

Q.  In  what  year  ?     A.  No,  we  did  not. 

Q.  You  did  not  examine  the  Germania  during  your  admin- 
istration?    A.  No. 

Q.  Did  you  examine  the  Home?     A.  No. 

Q.  Did  you  examine  the  Manhattan?     A.  No. 

Q.  Did  you  examine  the  Metropolitan?     A.  No. 

Q.  Did  you  examine  the  United  States?     A.  No, 

Q.  Did  you  examine  the  Washington  ?     A.  No. 

Q.  Now,  taking  up  some  others  in  the  year  1897,  you  did 
examine  the  American  Union  Life  Insurance  Company,  did 
you  not?     A.  I  don't  know. 

Q.  You  did  examine  the  American  Union  Life  Insurance 
Company?     A.  Yes,  sir. 

Q.  And  you  examined  the  Provident  Savings?     A.  Yes,  sir. 

Q.  And  those  are  the  only  two  life  insurance  companies  that 
were  examined  in  the  year  1897  ?     A.  Yes,  sir. 

Q.  Now,  you  were  led  to  examine  the  Provident  Savings 
by  reason  of  reports  with  regard  to  certain  transactions  in  con- 
nection with  its  stock,  were  you  not?  A.  Well,  now,  Mr. 
Hughes,  I  have  not  the  slightest  idea  what  the  Provident  Sav- 
ings is  or  where  they  are  located  or  anything  about  it. 

Q.  You  don't  remember  anything  about  them.'  A.  Not  a 
thing.  Do  you  remember,  it  is  six  years  since  I  left  the  De- 
partment. 

Q.  Yes.  A.  I  have  never  given  ten  minutes  thought  to  any 
kind  of  insurance  from  that  time  to  this  and  I  am  a  very  busy 
man,  plenty  to  do  day  and  night  all  the  while. 

Q.  And  this  date  I  called  your  attention  to  Is  some  years  prior 
to  that  event?     A.  Yes. 

Q.  So  that  it  is  a  matter  of  nearly  nine  years  ago  ?     A.  Yes. 

Q.  But  in  order  that  we  may  hjtve  the  benefit  of  any  recol- 
lection you  happen  to  have  upon  the  point  I  asked  the  question. 
You  don't  remember  anything  about  that  company?  A.  I  do 
not. 
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Q.  Well,  perhaps  I  can  bring  it  to  your  recollection.  Do 
yon  remember  that  there  were  reports  that  the  stock  had  been 
obtained  by  loans  of  money  which  had  been  taken  up  Jaj  the 
company  and  that  in  an  indirect  way  the  company  had  to  a 
very  large  extent  practically  furnished  the  money  for  the  ac- 
quisition of  its  stock  and  that  the  loans  were  worthless — does 
that  bring  it  to  your  memory  at  all?     A,  'No,  it  does  not. 

Q.  Don't  remember  anything  about  it?     A.  No. 

Q.  Well,  do  you  happen  to  remember  your  course  of  pro- 
cefdure  in  regard  to  reports  made  by  the  chief  examiner  on  ex- 
aminations— did  you  go  over  the  matters  for  the  purpose  of 
ascerfaining  whether  his  conclusions  were  just  or  not?  A. 
When  the  examiner  made  his  reports  to  me  I  always  read  them 
over. 

Q.  Did  you  talk  to  him  in  regard  to  the  matter  —  in  regard 
to  the  reports?     A.  Yes. 

Q.  Well,  now,  in  connection  with  this  Provident  Savings'  did 
you  make  or  do  you  recall  making  any  repr-esentation  to  the 
Attorney  General  as  to  the  situatij-n  Tiith.  reference  to  the  stock? 
A.  I  do  not. 

Q.  You  don't  remember  anything  about  that?  A.  I  don't 
remember. 

Q.  Now,  in  1898  you  examined  the  Mutual  Eeserve  and  in 
the  same  year  you  examined  the  Security  Mutual,  did  you  not? 
A.  Perhaps  —  which  is  the  Security  Mutual? 

Q.  The  Binghamton  Company?     A.  Yes. 

Q.  And  those  were  the  only  two  examinations  of  life  com- 
panies which  you  made  in  1898  ?     A.  Yes. 

Q.  Do  you  recall  what  led  to  the  making  of  the  examination 
of  the  Mutual  Eeserve?     A.  In  1898? 

Q.  Yes.  A.  Oh,  various  reports  of  the  fact  that  they  were 
doing  crooked  work. 

Q.  And  do  you  remember  what  led  to  the  examination  of 
the  Security  Mutual?     A.  I  do  not. 

Q.  1899  was  a  year  in  which  you  made  a  number  of  examina- 
'  tions.  There  was  an  examination  of  the  Mutual  —  you  recall 
that?     A.  Yes. 

Q.  What  was  it  that  led  to  the  examination  of  the  Mutual? 
A.  A  request  from  Mr.  McOurdy  that  we  should  go  in  and  ex- 
amine them. 

Q.  Do  you  know  what  led  Mr.  McCurdy  to  make  such  a 
request  —  that  was  rather  unusual,  wasn't  it?     A.  Well,  per- 
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haps  unusual.  I  think  that  he  had  been  in  correspondence 
with  some  "Western  departments  and  I  think  that  he  was  afraid 
of  some  of  those  people. 

Q.  Some  of  the  commissioners?     A.  Yes. 

Q.  They  were  right  on  here,  weren't  they.  A.  No,  they 
were  not  here  when  we  went  in  there. 

Q.  Go  on,  Mr.  Payn.  A.  Well,  we  went  in  and  made  an  ex- 
amination of  the  company. 

Q.  What  was  he  afraid  of?  A.  Oh,  I  cannot  tell  what  he 
was  afraid  of. 

Q.  Well,  you  suggested  that  you  thought  he  was  afraid  of 
some  of  them  —  afraid  of  what?  A.  All  these  great  corpora- 
tions are  afraid  of  not  only  trick  legislation  in  every  State,  but 
there  are  some  of  these  insurance  departments  that  they  are 
afraid  of  who  will  come  here  to  strike  them,  and  there  is  plenty 
of  agents— insurance  agents  and  actuaries  that  are  striliing 
these  companies  continuously — so  I  am  informed  and  believe — 
and  they  are  cowardly. 

Q.  You  mean  the  companiss?  A.  I  mean  the  companies. 
Those  people  came  here  after  we  were  in  there  and  desired  to 
make  a  joint  examination  of  that  corporation,  which  the  De- 
partment had  never  done  in  this  State  —  no  joint  examination 
as  I  was  informed  had  ever  been  made;  but  we  allowed  those 
men  to  select  tEeir  own  examiners  —  there  were  seven  or  eight 
of  them  —  select  their  own  examiners  and  go  through  that  cor- 
poration with  my  examiners  and  see  everything  that  was  done 
by  my  men,  but  of  course  I  could  not  let  them  sign  the  report; 
but  they  had  every  advantage   that  we  had  in   that  company. 

Q.  Why  were  you  called  in  on  account  of  this  fear  that  Mr. 
McCurdy  had  —  how  ".ould  you  assist  him  at  all?  A.  I  could 
not  assist  him. 

Q.  How  could  you  be  of  service  in  dissipating  his  fear?  A. 
Well,  I  don't  know  except  that  I  do  know. this,  that  two  com- 
missioners, from  two  different  States,  could  not  examine  a 
company  at  the  same  time. 

Q.  So  that  the  transaction  really  was  that  Mr.  McOurdy  re- 
quested an  examination  by  the  ISTew  York  Department  and 
you  went  do'wn  there  and  took  charge  and  told  the  other  com- 
missioners that  you  were  in  charge?    A.  No — no. 

Q.  That  is  not  right?  A.  They  did  not  come  here  until  the 
next  week  after  I  had  taken  possession. 
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Q.  When  they  came  here  they  found  you  in  charge?  A. 
When  they  came  here  they  went  over  there  to  Mr.  McOurdy 
and  there  was  a  room  assigned  to  them  there — I  don't  know 
by  whom,  and  they  appointed  a  committee  to  wait  on  me  at 
my  office. 

Q.  Why  should  they  have  appointed  anyone  to  wait  on  you 
because  you  were  in  charge  examining?  A.  I  was  Superin- 
tendent of  Insurance  and  was  in  charge  of  that  insurance  corpo- 
ration. 

Q.  Well,  of  course,  they  were  entitled  to  make  an  examina- 
tion, were  they  not?    A.  No,  they  were  not. 

Q.  Well,  they  had  the  power  to  discontinue,  I  suppose,  the 
privilege  of  the  company  to  do  business  in  their  jurisdiction 
if  the  company  did  not  submit?     A.  Oh,  certainly. 

Q.  So  in  that  sense  they  had  power;  and  when  they  cami? 
here  you,  at  Mr.  McCurdy's  invitation,  were  conducting  an  ex- 
amination and  so  informed  them?     A.  Yes,  sir. 

Q.  And  you  informed  them  that  the  policy  of  your  depart- 
ment had  not  been  to  engage  in  joint  examinations  but  that 
they  could  detail  certain  persons  to  go  in  with  your  examiner 
and  see  all  that  he  saw?    A.  Yes. 

Q.  How  many  commissioners  were  there  who  were  seeking  this 
examination^     A.  I  cannot  tell. 

Q.  A  number  of  them?    A.  I  should  say  seven  or  eight. 

Q.  Seven  or  eight,  how  extensive  was  that  examination?  A. 
Well,  it  was  the  regular  examination  that  Vanderpoel  has  gnne 
through  with  every  company  that  he  has  examined,  and  no  further. 

Q.  And  when  you  say  ''  no  further  "  you  have  in  mind  a  line 
drawn  where?  A.  You  would  get  a  better  answer  from  Van- 
derpoel than  you  woiild  from  me.    I  cannot  quite  tell. 

Q.  We  have  had  his  testimony.  I  wanted  to  get  your  point 
of  view  as  Superintendent?  A.  Well,  it  is  the  same  examina- 
tion that  has  been  made,  I  suppose,  for  the  last  fifty  years  in 
this   State. 

Q.  An-  examination  to  determine  solvency?  A.  Yes,  fhat 
is  about  it. 

Q.  And  not  an  examination  into  the  conditions  of  mannge- 
ment?     A.  Not  at  all. 

Q.  Not  an  examination  with  a  view  of  detecting  extraragfmcel 
A.  Not  at  all. 

Q.  Not  an  examination  with  a  view  of  ascertaining  whether 
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policyholders  are  getting  proper  returns  in  dividends?  A.  No. 
sir. 

Q.  Or  whether  there  has  been  a  proper  distribution  of  sur- 
plus?   A.  No,  sir. 

Q.  Or  whether  officers  are  obtaining  moneys  to  which  they 
are  not  justly  entitled  ?    A.  No. 

Q.  Now,  did  it  ever  accur  to  you  while  you  were  Superin- 
tendent than  an  examination  ought  to  be  made  of  such  a  con- 
cern as  the  Mutual  Life  to  see  if  the  administrations  are  econo- 
mical and  trustworthy?  A.  No,  it  never  occurred  to  me — ^this 
is  the  fact,  that  they  were  constantly,  you  understand  of  course, 
they  have  to  pay  the  expenses  of  these  examinations,  paid  by 
these  corporations,  and  there  was  constant  fault  finding  with 
the  expenses  of  the  examinations.  Now,  of  course,- if  we  had 
gone  further  we  could  have  made  the  expense,  and  we  should 
have  to  if  we  were  going  to  do  all  that  I  hoj^e  this  Committee 
-a-'ill  do  through  the  Legislature.  It  would  cost  a  million  and 
a  half  or  two  millions  of  dollars  ip  a  year  in  my  estimation. 

Q.  Well,  now,  let  us  see.  Would  it  have  cost  you  much  more 
to  have  gotten  a  statement  of  salaries?    A.  Possibly  not,  but 

Q.  Would  it  have  cost  you  anything  more  to  see  the  insur- 
ance contracts?  A.  No,  but  I  would  not  think  myself,  Mr. 
Hughes,  that  we  had  any  right  under  the  law  and  existing  cir- 
cumstances to  go  into  that  matter  at  all. 

Q.  Do  you  mean  now  when  you  say  that  to  put  the  emphasis 
on  the  law  or  on  the  existing  circumstances?     A.  Well,  both. 

Q.  What  do  you  mean  by  existing  circumstances?  A.  Well, 
I  understand  that  those  corporations  have  a  Board  of  Directors 
who  can  be  made  responsible  for  all  the  acts  of  everybody  there, 
and  I  understand  that  the  Legislature  has  the  power  to  throw 
around  safeguards  and  fix  salaries  if  they  see  fit.  I  do  not  think 
that  the  Superintendent  of  Insurance  under  existing  laws  has 
any  such  power. 

Q.  Did  you  have  in  mind  at  the  time  .that  this  examination 
was  conducted  that  you  were  empowered  to  demand  informa- 
tion such  as  would  seem  to  you  best  adapted  to  elicit  a  true  exhibit 
of  their  condition?     A.  No,  I  do  not 

Q.  Or  a  true  statement  of  their  operations  and  transactions? 
A.  I  don't  know;  I  don't  know  what  I  thought  eight  or  nine 
years  ago  in  regard  to  it.  I  have  not  thought  of  it  since  I  left 
the  insurance  department. 
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Q.  Do  you  remember  at  the  time  of  this  examination  that 
some  of  the  commissioners  from  other  States  were  desirous  of 
prying  into  some  of  the  agency  contracts  of  the  Mutual,  and 
that  objection  was  made  to  their  disclosure  on  the  part  of  the 
management?    A.  I  do  not  know  anything  in  regard  to  that. 

Q.  That  never  came  to  your  attention?     A.  No,  sir. 

Q.  You  knew  Andrew  C.  Fields?    A.  Oh,  yes. 

Q.  How  long  had  you  known  him?  A.  Oh,  perhaps  four 
or  five  years.  I  have  no  acquaintance  with  him,  if  that  is  what 
you  3nean.  I  know  him  when  I  see  him  as  I  iknow  half  a  dozen 
other  men. 

Q.  How  did  you  become  acquainted  with  him  or  so  as  to  know 
him?  A.  I  really  don't  know  where  and  when  I  met  him.  I 
remember  I  was  introduced  to  him  somewhere. 

Q.  You  were  familiar  with  the  fact  that  insurance  companies 
endeavor  to  protect  themselves  against  hostile  legislation?  A. 
Eeyond  a  question. 

Q.  And  had  done  so  for  many  years  ?    A.  Yes. 

Q.  And  that  they  maintained  bureaus  of  information  for  that 
purpose  ?    A.  Yes. 

Q.  And  that  they  endeavored  to  become  posted  with  regard 
to  bills  introduced  ?    A.  Yes,  sir. 

Q.  And  to  throw  the  weight  of  their  influence  against  measures 
which  they  thought  would  be  detrimental  to  their  interests? 
A.  Yes. 

Q.  You  knew  that  Mr.  Fields  had  charge  of  that  for  the 
Mutual  ?  A.  Well,  I  knew  he  was  connected  with  the  Mutual, 
and  I  assumed— I  did  not  know — ^that  he  represented  them  in 
that  sort  of  business. 

Q.  Well,  did  you  know  that  he  maintained  a  house  at  Albany 
for  his  convenience  in  that  work?  A.  I  never  knew  that  until 
last  spring. 

Q.  Did  it  ever  occur  to  you  ,to  inquire  in  your  examination  of 
the  Mutual  in  the  effort  to  ascertain  how  much  money  they  were 
spending  in  that  sort  of  work  ?    A.  ISTo,  it  never  did. 

Q.  Did  you  know  that  Mr.  Fields  was  at  the  head  of  the  sup- 
ply department  of  the  Mutual  ?  A.  I  did  not  know  that.  I  knew 
it  after  it  was  brought  out  here  in  evidence — ^never  before. 

Q.  Well,  as  Superintendent  of  Insurance  did  it  occur  to  you 
'that  you  could  profitably  determine  the  amount  of  money  which 
was  being  expended  on  the  pretext  of  protecting  policyholders 
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against  inimical  legislation  and  to  ascertain  -whether  it  exceeded 
the  bounds  of  propriety  and  cause  a  loss  to  policyholders  ?    A.  IsTo. 

Q.  Tou  never  went  into  that  at  all  ?  A.  I  never  went  into  that 
at  all. 

Q.  Did  you  examine  into  the  legal  expenses  of  the  mutual? 
A.  Never. 

Q.  Or  into  any  expense  that  they  incurred  in  this  or  other 
states  in  connection  with  matters  of  legislation  ?    A.     No. 

Q.  Did  you  examine  or  did  you  give  instructions  that  their 
voucher  system  should  be  examined  to  see  whether  moneys  were 
disbiirsed  upon  proper  vouchers  ?  A.  I  never  did.  That  was  left 
entirely  to  the  Chief  Examiner. 

Q.  Well,  apart  from  your  technical  acquaintance  with  insurance 
matters,  and  in  view  of  your  wide  experience  in  the  State,  did  it 
not  occur  to  you  to  instruct  the  Chief  Examiner  to  make  a  special 
examination  of  the  Mutual  on  those  matters  ?    A.  It  never  did. 

Q.  In  the  year  1899  you  examined  the  New  York  Life  as  well, 
I  believe  ?    A.  Yes. 

Q.  That  company  had  not  been  examined  since  1895  ?    A.  Yes. 

Q.  Did  you  give  instructions  for  the  examination  of  the  New 
York  Life,  according  to  the  same  principles — methods  ?  A.  Yes. 
I  don't  know  why  we  went  in  there,  except  it  had  not  been  exam- 
ined in  four  or  five  years. 

Q.  Did  you  know  Mt.  Hamilton?     A.  You  mean? 

Q.  Andrew  Hamilton  ?    A.  Oh,  very  well. 

Q.  How  long  have  you  known  him  ?  A.  I  have  known  him, 
to  have  a  speaking  acquaintance  with  him  when  I  met  him,  for 
seven  or  eight  years. 

Q.  Did  you  know  the  work  that  he  was  engaged  in  for  the 
New  York  Life?  A.  I  did  not  know  anything  about  it,  but  I 
guessed  —  I  though  I  could  guess  pretty  close. 

Q.  What  enabled  you  to  guess ;  what  had  been  brought  to  your 
attention  which  gave  you  an  idea  of  that  ?  A.  I  knew  that  he  was 
employed  at  the  office  of  the  New  York  Life,  and  while  he  ap- 
peared here  and  there  occasionally  in  legitimate  matters,  I  con- 
cluded that  there  were  more  things  that  he  had  to  do  than  I  know- 
about. 

Q.  What  gave  you  that  impression?  A.  Well,  just  as  I. have 
told  you,  that  gave  it  to  lae,  knowing  that  he  was  there  almost 
continuously.  Of  course,  there  was  more  than  that.  He  went  to 
Texas  —  that  was  the  rumor  — "  Hamilton  has  gone  to  Texas," 
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and  then  you  would  hear  of  him  in  Kansas  and  then  in  Illinois, 
all  over  the  conntry,  so  it  didn't  take  a  fellow  very  long  to  put  this 
and  that  together  and  make  up  his  mind  what  there  was  of  it. 

Q.  Yes.  Now  having  that  idea,  when  you  had  the  New  York 
Life  examined  in  1899,  didn't  it  occur  to  you  that  it  would  be  a 
good  thing  to  see  how  much  money  the  New  York  Life  was  putting 
into  that  sort  of  work  ?  A.  No,  Mr.  Hughes,  it  did  not  occur  to 
me  at  that  time,  and  I  probably  would  not  have  looked  at  it  as 
some  other  people  would,  because  I  am  of  the  belief  that  all  great 
corporations,  whether  they  are  insurance  or  railroad,  are  subject 
to  just  such  taxes  as  that,  and  that  they  pay  them  all  right. 

Q.  You  mentioned  a  little  while  ago  that  some  insurance  peo- 
ple were  cowardly?  A.  Well,  generally  —  on  general  principles 
capital  is  always  cowardly. 

Q.  Well,  this  is  a  case  of  other  people's  capital  in  the  insur- 
ance business  ?    A.  Yes. 

Q.  In  many  cases  ?  A.  I  don't  know  whether  they  think  so  or 
not,  from  the  way  they  have  been  doing.. 

Q.  But  the  point  is  this:  Conceive  of  an  insurance  company 
doing  a  regular  insurance  business  on  straight  lines  without  im- 
proper extravagances,  and  without  affording  improper  oppor- 
tunities to  those  connected  with  them,  with  hundreds  of  thou- 
sands of  policyholders  interested  in  their  welfare  and  exacting 
returns  over  and  above  what  may  be  expected  to  be  found  the  cost 
of  obtaining  insurance  —  now,  do  you  think  that  they  have  any 
reason  to  fear  any  legislation  that  is  really  hostile,  if  they  take 
means  to  bring  the  matter  to-  gublic  attention  ?  A.  I  don't  think 
that  would  help  them  much. 

Q.  To  bring  it  to  public  attention?     A.  No. 

Q.  You  think  that  measures  that  were  really  injurious  to  the 
interests  of  policyholders  could  survive  a  fair  argument  by  a 
company  that  was  able  to  make  a  fair  and  open  fight  upon  the 
question?     A.  Yes. 

Q.  You  do?  A.  Yes.  I  think  that  you  have  got  to  depend 
upon  the  Chairman  and  the  Committee  to  formulate  such  a  bill 
as  wiU  prevent  all  this  thing. 

Q.  Have  you  any  suggestion  to  make  in  that  direction  ?  A.  No, 
but  I  will  be  very  glad  if,  when  I  have  an  opportunity  to  reflect, 
I  will  be  very  glad  to  co-operate  with  this  committee  or  assist  theih 
in  any  way  I  can. 
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Q.  You  thini;  it  ought  to  be  stopped?  A.  I  know  it  ought,  I 
don't  think  anything  about  it  —  and  I  think  it  can  be. 

Q.  Yes.  Now,  didn't  you  have  the  same  views  when  you  were 
Superintendent?    A.  Yes,  sir. 

Q.  Didn't  you  realize  that  one  of  your  duties  was  to  get  the 
information  and  recommend  to  the  Legislature  such  legislation 
as  might  be  important  to  meet  existing  conditions  ?  A.  At  every 
session  of  the  Legislature  while  I  was  Superintendent  I  made 
such  recommendations  as  occurred  to  me  to  be  proper. 

Q.  Didn't  this  matter  occur  to  you?    A.  No. 

Q.  Well,  knowing  Mr.  Hamilton,  and  assuming  as  you  did 
the  nature  of  the  work  in  which  he  was  engaged,  why  didn't  you 
look  into  the  expense  account  of  the  New  York  Life,  to  see  if  you 
could  not  bring  about  such  a  change  of  affairs  as  would  put  an 
end  to  matters  of  that  sort?  A.  The  New  York  Life  was  not 
alone. 

Q.  Well  you  were  examining  the  Mutual  the  same  year  and 
you  had  a  chance  with  both  of  them  ?    A.  Yes. 

Q.  Suppose  you  had  exposed  the  Hamilton  and  Fields  mat- 
ters at  that  time,  taking  the  powers  that  you  possess  as  Super- 
intendent of  Insurance  to  get  the  requisite  information  —  do  you 
not  think  that  publicity  would  have  had  quite  as  important  an 
effect  as  that  which  has  followed  upon  the  disclosures  before  this 
Committee?    A.  No,  you  couldn't  do  it. 

Q.  Why  not?    A.  It  would  be  too  expensive. 

Q.  Do  you  think  it  would  have  greatly  increased  the  labors 
of  the  Chief  Examiner?     A.  Yery  much.  . 

Q.  Did  it  occur  to  you  to  call  for  either  Mr.  Hamilton  or 
Mr.  Fields  and  subject  them  to  examination  ?    A.  No. 

Q.  Or  Mr.  McCurdy?    A.  No. 

Q.  On  the  voucher  system?    A.  No. 

Q.  Well,  to  make  a  long  examination  short,  the  real  point  was 
that  all  that,  on  account  of  the  traditions  of  the  office,  was  out 
of  your  view  at  that  time  ?    A.  Yes. 

Q.  And  the  matter  of  any  reform  in  that  direction  had  not 
occurred  to  your  mind  ?    A.  No,  sir,  it  had  not. 

Q.  Although  now  it  has  occurred,  you  see  the  wisdom  of  it? 
A.  Yes,  sir,  I  do. 

Q.  In  connection  with  the  New  York  Life  or  Mutual,  was  any 
examination  made  with  regard  to  dividends  paid,  the  way  in 
which  deferred  dividends  were  calculated  or  distributions  made 
to  pob'cyholders  ?    A.  No. 
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Q.  Now,  it  may  be  a  fair  thing  to  ask  you,  Mr.  Payn,  wlietlier 
at  that  time  you  had  any  idea  as  to  what  should  be  done  by  the 
company.  You  had  not  made  any  study  of  that,  had  you? 
A.  No. 

Q.  "Was  there  anybody  in  the  Department  who  brought  that 
to  your  attention  and  suggested  to  you  that  it  should  be  inquired 
into  ?    A.  I  do  not  think  so. 

Q.  Had  you  heard  of  the  difficulties  that  the  New  York  Life 
had  had  in  Prussia?    A.  Why,  yes;  oh,  yes,  sir. 

Q.  Had  that  suggested  to  you  the  importance  of  looking  up  the 
sort  of  supervision  which  it  was  subjected  to  by  that  government, 
to  see  if  any  light  could  be  thrown  upon  our  methods  here?  A. 
It  never  did. 

Q.  You  examined  the  Mutual  Eeserve  again  in  1899,  did  you 
not?    A.  Yes,  sir. 

Q.  How  did  you  happen  to  examine  it  again  in  1899  after  hav- 
ing examined  it  in  1898  ?  A.  Oh,  from  information  that  was 
received  at  the  Department. 

Q.  Was  that  due  to  charges  that  were  filed  against  the  manage- 
ment ?  A.  Oh,  there  were  charges . —  there  were  alw^ays  charges 
filed,  letters  being  written  to  the  Department  about  the  Mutual 
Reserve  by  policyholders  and  so  forth,  all  through  the  year. 

Q.  Was  there  a  special  series  of  charges  with  regard  to  the 
management  of  the  company?     A.  Yes,  there  were. 

Q.  Did  you  have  any  interviews  with  persons  connected  with 
the  company  in  regard  to  those  matters?     A.  Yes,  sir. 

Q.  With  whom?  A.  Well,  there  was  a  split  in  the  company. 
It  was  the  case  of  a  house  being  divided,  you  know,  and  there  were 
charges  made  back  and  forth,  and  law  suits,  and  so  forth.  I  do 
not  remember  very  much  about  it,  and  T  did  not  think  very  much 
about  it  at  the  time  because  I  had  just  about  as  much  respect  for 
one  of  them  as  I  did  for  the  other. 

Q.  And  you  had  examined  the  Mutpal  Eeserve  sufficiently  the 
year  before  to  be  appraised  of  the  extreme  necessity  of  careful  and 
honest  management  in  the  case  of  that  company?     A.  Yes. 

Q.  I  think  you  stated  in  one  of  your  earlier  reports  that  they 
had  started  upon  an  improper  basis  with  reference  to  the  amount 
of  their  assessments,  and  that  they  had  been  compelled  to  make 
changes  which  the  policyholders  did  not  understand?     A.  Yes. 

Q.  All  those  matters  made  it  necessary  that  they  should  have  a 
peculiarly  effective  and  straightforward  management?     A.  Yes. 
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Q.  Now,  was  there  anything  outside  of  these  charges  against 
the  management  which  led  to  your  examination  in  1899'?  A.  No; 
not  that  led  to  it. 

Q.  Well,  when  you  went  into  the  examination  did  you  examine 
to  ascertain  the  truth  of  these  charges?  A.  I  believe  they  did; 
yes,  sir. 

Q.  Did  you  do  it  personally?     A.  No,  I  did  not,  sir. 

Q.  Did  you  instruct  your  chief  examiner  to  do  it?     A.  I  did'. 

Q.  How  far  did  you  instruct  him  to  go  in  that  matter?  A. 
Well,  now,  Mr.  Hughes,  I  don't  remember. 

Q.  Did  you  instruct  him  to  be  contented  with  the  examination 
of  the  books?  A.  I  don't  know  that  I  gave  him  any  specific  in- 
structions at  all. 

Q.  I  have  here  a  paper  which  I  understand  is  from  the  files  of 
the  Department  containing  a  letter  addressed  to  you  as  Insurance 
Superintendent,  and  I  would  like  you  to  read  the  first  paragraph 
of  that  letter,  and  to  tell  me  whether  you  had  made  a  proposal  of 
the  sort  therein  mentioned?  A.  Well,  I  have  an  indistinct  recol- 
lection of  receiving  such  a  letter  as  that. 

Q.  This  letter  starts  out  with  a  reference  by  the  writer,  J.  D. 
Wells,  to  a  recent  conversation  at  the  Grand  Union,  and  then  con- 
tinues as  follows:  "  In  view  of  your  proposal  to  force  Mr.  Burn- 
ham  to  resign  the  presidency  of  the  Mutual  Reserve  in  favor  of 
Ool.  James."  What  had  taken  place  at  that  conversation,  and 
what  was  the  proposal  made  and  the  reason  for  it?  A.  There 
never  was  any  such  proposal  made  by  me  in  the  world  anywhere 
nor  to  anybody.  That  fellow  came  to  me  and  used  to  talk  when- 
ever he  could  stop  me  or  get  hold  of  me  anywhere  about  a  half 
hour.    I  never  paid  the  slightest  attention  to  what  he  said. 

Q.  Then  you  did  not  propose  to  force  Mr.  Burnham  to  resign  ? 
A.  No,  sir.  I  was  in  hopes  to  get  the  thing  in  shape  where  I 
coxild  get  him  out. 

Q.  Why  did  you  want  to  do  that?  A.  Because  I  thought  he 
was  a  crook. 

Q.  Well?     A.  But  he  was  not  as  big  a  crook  as  Wells. 

Q.  Well,  you  were  not  satisfied  then  with  his  administration? 
A.  Not  at  all,  I  was  not  satisfied  with  the  system.  If  I  had  the 
power  I  would  put  every  assessment  company  out  of  business,  that 
is  what  I  would  do. 

Q.  What  had  you  ascertained  which  led  you  to  entertain  this 
opinion  of  Burnham?    A.  Well,  I  will  tell  you.     I  remember  it 
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distinctly.  They  put  down  Bonds  —  they  put  out  bonds,  and  later 
on  took  them  back,  and  put  out  what  was  called  a  bond  statement. 
And  when  we  examined  them  the  first  time  the  question  came  up 
whether  they  —  the  bonds  —  were  a  liability,  and  they  mad©  their 
argument,  their  actuary,  Burnham  and  one  or  two  more,  and  two 
or  three  or  four  lawyers,  and  I  think  we  had  two  hearings.  After 
their  statement  to  me  that  those  bond  statements  amounted  to 
nothing,  that  they  were  to  be  paid  from  a  certain  fund,  and  that 
there  was  no  such  fund,  and  consequently  they  could  not  be  paid 
ever,  or  made  a  liability  of  the  company,  that  statement  having 
been  made  by  them  and  by  their  attorneys,  I  held  that  they  were 
not  a  liability.  Later  on,  and  what  was  the  principal  cause  of  the 
second  examination,  Vanderpoel  reported  to  me  that  these  people 
were  taking  those  bond  statements  and  were  paying  for  them  out 
of  another  fund,  that  is  to  say  a  man  who  held  a  policy  could  pay 
his  premium  with  them.  If  a  man  had  a  hundred  dollar  bond  and 
the  premium  was  $75  he  could  pay  his  premium  with  one  of  those 
bond  certificates.  Then,  of  course,  it  settled  it  so  far  as  I  was  con- 
cerned, and  it  was  because  of  that  —  and  then  after  we  found  that 
and*  we  made  up  our  minds  to  go  into  that  company,  after  we  had 
made  up  our  minds  to  examine  that  company,  then  we  commenced 
to  get  these  letters  from  this  fellow  Wells  —  who  had  been  a  vice- 
president  of  this  company.  At  the  first  interview  he  had  with  me 
he  went  on  to  tell  me  how  much  the  management  of  that  company 
had  been  stealing  for  the  last  few  years.  And  when  he  got 
through  with  his  story,  after  talking  with  him  an  hour,  it  appeared 
that  he  had  been  vice-president  of  this  company  all  the  while,  and 
that  he  had  known  of  all  this  thing  going  on,  all  the  while  that  he 
had  been  there,  complaining,  by  Burnham  and  other  men,  and  that 
settled  Wells  with  me. 

.  Q.  Well,  whether  it  settled  Wells  or  not,  did  you  not  think  it 
important  to  ascertain,  in  view  of  the  existing  conditions,  whether 
or  not  the  charges  were  well  founded,  in  the  interest  of  the  policy- 
holders, not  in  the  interest  of  Wells,  but  in  the  interests  of  the 
policyholders?  A.  The  charges  were  well  founded,  many  of 
them. 

Q.  I  mean  the  charges  of  mismanagement ?    A.  Yes,  sir. 

Q.  And  of  malversation  ?    A.  Yes,  and  it  was  after  that  investi- 
gation that  we  turned  our  report  over  to  the  Attorney-General. 

Q.  Well,  in  regard  to  what  did  you  turn  it  over  to  the  Attorney- 
General  ?    A.  Well,  I  havG  not  the  report  here. 
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Q.  !Now,  I  call  your  attention  to  your  report  on  tlie  Mutual 
Eeserve,  dated  September  18th,  1899.  I  am  referring  to  the  text 
of  your  own  report,  which  prefaces  that  of  the  chief  examiner. 
You  proceed  as  follows: 

"  At  a  hearing  held  before  me  at  the  Insurance  Department,  the 
officers  of  the  association  and  their  counsel,  reviewed  in  detail  the 
examiner's  report  for  the  purpose  of  requesting  certain  modifica- 
tions to  it.  I  believe  it  eminently  proper  at  this  time  to  discuss 
certain  of  the  suggestions  then  made,  and  to  give  my  conclusions 
upon  the  same.    The  material  points  raised  were  as  follows : 

1st.  It  was  claimed  that  reference  should  have  been  made  by 
the  examiner  to  the  fact  that  this  examination  was  primarily  at  the 
request  of  the  officers  of  the  association. 

2d.  Because  of  certain  allegations  made  against  its  officers  and 
its  management  by  certain  discharged  officers  and  employes. 

The  examination  was  contemplated  by  this  Department  before 
the  request  was  made  by  the  officers  of  the  association.  The  al- 
legations referred  to  did  not  cause  the  examination  to  be  made.  I 
had  determined  upon  same  prior  to  the  filing  of  any  charges. 

The  examinei;  was  commissioned  to  make  an  examination  of  the 
association's  affairs.  He  confined  his  report  to  matters  relating  to 
its  condition,  and  did  not  go  into  the  matter  of  the  charges  referred 
to,  but  derived  the  opinions  embraced  in  his  report  from  the  books 
and  records  of  the  association." 

Now,  why  was  it  that  you  did  not  go  into  the  charges  relating 
to  the  management,  and  make  a.  report  as  to  whether  or  not  those 
charges  were  sustained?  A.  Do  you  mean  the  charges  made  by 
Wells? 

Q.  Yes,  made  by  anybody.  A,  Well,  I  would  not  pay  any  at- 
tention to  them  as  far  as  he  was  concerned. 

Q.  Well,  it  is  an  entirely  impersonal  matter  with  the  Depart- 
ment, I  suppose,  when  charges  are  made  reflecting  upon  a  manage- 
ment which  is  already,  distrusted  by  a  department,  and,  of  course, 
the  department  is  anxious  to  protect  policyholders,  and  expose  any 
corrupt  management  which  may  for  the  time  being  have  an  asso- 
ciatio-n  in  charge.  That  was  your  attitude,  was  it  not  ?  A.  Yes, 
sir. 

Q.  That  being  so,  why  did  you  not  deal  with  the  charges,  pass 
upon  them,  establish  them  or  disprove  them?  A.  Well,  I  think, 
Mr.  Hughes,  that  you  will  find  that  both  Wells  and  Burnham  were 
put  on  the  stand,  and  examined  under  oath  by  Mr.  Vanderpoel  and 
Mr.  Hunter.     I  was  not  there. 
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Q.  Well,  if  the  chief  examiner  went  into  it,  and  was  in  a  posi- 
tion to  deal  with  the  charges,  why  did  he  not  deal  with  them  in  his 
report?     A.  I  don't  know. 

Q.  Why  did  you  not  instruct  him  to  deal  with  them  and  advise 
you  of  the  result?     A.  I  cannot  tell  you  about  that. 

Q.  As  a  matter  of  fact,  your  report  was  silent  with  regard  to 
any  of  the  charges  affecting  the  integrity  of  the  officers?  A.  I 
hare  not  read  it. 

Q.  Is  not  that  your  recollection  that  you  did  not  specifically  sus- 
tain or  refuse  to  sustain  any  of  the  charges  relating  to  the  integrity 
of  the  officers,  and  of  their  management,  but  dealt  with  the  gen- 
eral condition  of  the  company  and  its  contracts,  and  so  on  ?  A.  I 
had  to  take  the  report  of  the  examiner  upon  which  my  report  was 
based. 

Q.  But  he,  of  course,  would  have  been  required  to  make, a  re^ 
port  on  matters  of  that  sort  if  you  had  required  it  ?     A.  Yes. 

Q.  And  you  did  not  require  it  ?  A.  No,  I  did  not.  I  did  not 
give  him  any  specific  instructions.  , 

Q.  How  do  you  explain  that,  Mr.  Payn.  Now,  here  is  from  the 
files  of  the  Department  a  long  statement  of  charges,  vdth  exhibits 
annexed,  from  an  attorney  at  Eichmond,  Virginia,  putting  down 
specifications  of  various  items  of  dereliction,  so  claimed,  on  the 
part  of  officers,  in  April,  1899  (handing  paper  to  witness).  A, 
Well,  that  is  a  matter  I  have  no  recollection  of  and  don't  know 
whether  I  ever  saw  it  or  not. 

Q.  Did  you  examine  or  instruct  your  examiner  to  examine  into 
the  relations  between  Moss  and  Burnham  ?    A.  No,  sir. 

Q..  Or  between  Brockway  and  Burnham  ?  A.  No.  They  were 
examined,  I  think,  in  regard  to  that,  though  there  was  something 
of  that. 

Q.  But  there  is  nothing  in  the  report  of  the  examiner  dealing 
with  the  question  of  malversion  of  funds  as  I  recall  it?     A.  I 

don't  know,  I  have  not 

Q.  Do  you  recall  that  in  1899  there  were  in  the  reports  of  the 
Chief  Examiner  certain  observations  upon  the  assets  of  the  Mutual 
Eeserve?    A.  Distinctly. 

Q.  Which  were  eliminated,  at  your  suggestion  ?  A.  They  were 
not  eliminated  at  my  suggestion. 

Q.  What  took  place  in  regard  to  that?  There  has  been  con- 
siderable said  here  about  it,  and  I  would  like  to  know  what  the 
fact  is.    A.  I  have  a  distinct  recollection  of  it,  because  of  the  fact 
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I  saw  the  Chief  Examiner's  statement  here,  or  as  reported  by  the 
newspapers,  and  it  was  incorrect. 

Q.  What  was  the  fact?  A.  The  fact  was  that  the  Examiner 
brought  his  report  to  me  and  I  read  it  over  and  I  said:  "  What 
do  you  mean  by  this  footnote? "  He  had,  as  usual,  real  estate, 
BO  much  foreign  deposits,  so  much,  and  money  in  bank,  so  much, 
and  so  forth  and  so  on.  There  were  two  items  in  there  of  real 
estate,  foiir  hundred  thousand  or  five  hundred  thousand  dollars, 
or  less,  I-  cannot  tell  how  much;  foreign  deposits,  three  thousand 
or  four,  or  five  thousand  dollars;  and  at  the  bottom  he  said  that 
those  items  are  not  available  to  pay  losses;  in  other  words,  they 
are  not  qiiiek  assets. 

Well,  I  said:  "  Do  you  mean  by  that  that  they  ought  not  to  be 
allowed  ?  "  He  said :  "  Yes."  Well,  I  says :  "  Have  you  ever 
made  an  examination  of  atiy  insurance  company  that  you  have 
not  allowed  such  real  estate  as  that,  which  was  leasehold,  they 
had  an  equity  in  it,  in  my  judgment,  just  as  good  as  if  they  had 
the  title  for  what  it  was  worth,  and  just  so  with  the  foreign  de- 
posits, have  you  ever  stricken  them  out  of  any  other  corporation 
that  you  examined  ?"  He  said :  "  No,  sir."  "  When  you  ex- 
amined this  corporation  the  last  time  before  were  they  not  al- 
lowed? "  "  Yes,  sir."  Well,  I  said:  "  That  being  the  case,  do 
you  want  to  stultify  yourself,  do  you  want  that  report  filed  as  you 
have  put  it  there  ?"  He  says :  "  Well,  I  suppose  I  can  take  it 
out."  And  he  did  take  it  out.  Now,  I  should  have  taken  it  out 
regardless  of  him,  if  he  had  not,  I  am  willing  to  say  that. 

Q.  Did  you  take  any  legal  advice  upon  the  question  whether 
the  leasehold  of  the  Mutual  Keserve  could  be  properly  regarded 
as  an  investment  in  real  estate?  A.  I  don't  know  that  I  did.  I 
don't  think  I  did.  I  knew  on  general  principles  that  there  are 
tens  of  millions  of  dollars  worth  of  real  estate  in  this  city  that  is 
leased  property. 

Q.  In  Mr.  Lawrence's  argument  before  you  on  August  25,  1899, 
referring  to  certain  charges  which  he  describes  as  certain  allega- 
tions of  such  a  character  reflecting  seriously  upon  the  association, 
its  officers  and  its  management,  he  says : 

"  The  report  of  your  examiner,  as  served  upon  the  association, 
contains  not  one  word  upon  either  of  these  two  subjects,  as  to  the 
allegations  or  charges  against  the  management;  had  your  examiner 
found  them  to  contain  anything  of  substance,  he  would,  of  course, 
have  so  reported.     And  as  there  is  no  finding  upon  this  subjooT, 
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we  understand  that  the  allegations,  or  charges,  are  dismissed  as 
not  meriting  further  consideration.  However,  in  view  of  the  pro- 
tracted examination  made,  and  of  the  large  expense  incurred  in 
that  connection,  it  would  have  been  thought  more  satisfactory  to 
the  association  if  the  examiner  had  thought  proper  to  say  so." 

Q.  It  was  in  reference  to  that  argument,  I  suppose,  that  the  state- 
ment was  made  in  your  report  that  the  examiner  confined  his  re- 
port to  matters  relating  to  the  conditions  of  the  association,  and  did 
not  go  into  the  matter  of  the  charges  referred  to,  but  derived  the 
information  referred  to  from  the  books  and  records  of  the  associa- 
tion. IsTow,  knowing  what  you  did,  or  surmising  what  you  did 
about  the  management,  did  you  not  think  it  proper  that  that  matter 
should  be  passed  upon,  and  if  the  management  was  worthy  of 
criticism,  that  it  should  be  exposed  and  changed  as  the  result  of 
such  exposure  ?  A.  Well,  in  the  rep6rt  you  will  find,  I  am  sure, 
that  we  discussed  this  bond  statement  of 

Q.  Yes,  that  matter.  But  not  matters  reflecting  upon  the  in- 
tegrity of  the  management  so  far  as  related  to  imprqper  use  of 
money.  A.  JSTo,  perhaps  not,  unless  it  was  misappropriation  of 
money,  for  which,  in  my  judgment,  the  Attorney-General  should 
have  brought  suit. 

Q.  But  would  it  not  have  been  proper  for  you  to  ascertain  the 
facts  so  as  to  lay  before  him  any  facts  which  would  have  required 
him  to  institute  suits  ?  A.  "Well,  that  required  him,  in  my  judg- 
ment. 

Q.  What?    A.  The  redeeming  of  those  bonds. 

Q.  Well,  that  was  a  matter  relating  to  the  general  management 
of  the  corporation,  to  be  sure,  but  there  were  9ther  matters  relat- 
ing to  the  personal  honesty  of  the  officers  before  you,  were  there 
not  ?    A.  Oh,  from  this  fellow.  Wells. 

Q.  I  know,  but  there  were  charges  filed  in  this  paper  I  have 
shown  you.  A.  I  did  not  look  at  these,  I  see  it  is  from  Wells — 
some  attorney  that  he  hired  speaks  about  charges  of  Wells.  I  don't 
know  whether  there  are  any  others  there  or  not. 

Q.  Is  there  any  reason  that  you  did  not  go  into  them,  further 
than  the  fact  that  Wells  was  the  source  of  the  information?  A. 
No  other  reason  that  I  know  of  at  all. 

THE  CHAIRMAN:  Mr.  Hughes,  I  take  it  you  cannot  finish 
with  this  witness  to-night. 

ME.  HUGHES:  No. 
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THE  CHAIEMAIST:  When  you  reach  a  convenient  point  we 
will  adjourn. 

MR.  HUGHES :  This  will  be  a  convenient  point  to  suspend. 

THE  CHAIEMAJST:  The  Committee  will  adjourn   until   ten 
thirty  o'clock  to-morrow  morning. 

(Adjourned  to  December  28, 1905,  at  10 :30  A.  M.) 


ALDEEMANIO  CHAMBER, 
City  Hall,  N'ew  Yoek  City. 

December  28th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

LOUIS  E.  PAYIS",  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  Payn,  do  you  desire  to  make  any  corrections  in  your 
testimony  of  yesterday  ?  You  mentioned  a  matter  to  me.  A  Yes. 
Where  you  asked  me  if  I  had — ^you  asked  some  question  and  I 
stated  to  you  that  I  had  not  read  my  report.  I  thought  I  said  re- 
cently. I  meant  to  have  said  recently,  because  it  goes  without 
saying  that  I  have  read  it.  I  have  made  the  correction  in  that, 
which  was  handed  me  this  morning  (handing  paper). 

Q.  This  you  refer  to  has  relation  to  the  report  of  the  Mutual 
Eeserve?    A.  Yes. 

Q.  And  the  question  was,  "As  a  matter  of  fact  your  report  was 
silent  with  regard  to  any  charges  affecting  the  integrity  of  the 
officers,"  to  which  you  answered,  "I  have  not  read  it."  You  mean 
you  have  not  read  it  recently  ?    A.  Yes. 

Q.   Of  course  you  read  it  at  the  time  ?    A.  Yes. 

Q.  I  think  we  understood  that.  And  the  text  of  the  report 
signed  by  you  was  prepared  by  you,  was  it  not  ?    A.  Yes,  sir. 

Q.  So  at  the  time  you  were  familiar  with  the  fact  that  you  had 
not  passed  upon  the  charges?  A.  Well,  I  have  not — ^I  did  not 
allude  to  them  in  my  report. 

Q.  That  is  what  I  mean,  you  did  not  allude  to  them  ?    A.  No. 

Q.  You  gave  some  reasons  yesterday  for  that  and  in  connec- 
tion with  that  mentioned  Mr. 'Wells.  Did  you  suggest  that  Mr. 
Wells  should  be  put  on  oath  ?     A.  'No,  I  did  not  suggest  it. 

Q.  And  that  he  should  be  examined  with  regard  to  the  mat- 
ters ?  A.  My  memory  has  been  refreshed  by  a  talk  I  had  with 
Mr.  Appleton.  He  says  those  charges  were  referred  to  the  Exam- 
iner or  to  Mr.  Hunter  of  this  department. 
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Q.  Wbich  was  it,  Mt.  Vanderpoel  -0r  Mr.  Hunter  ?  A.  Well, 
both,  I  assume.  Mr.  Hunter  is  in  fact  in  charge  of  this'  depart- 
ment and  Mr.  Vanderpoel  is  under  his  direction. 

Q.  Oh,'  yes.  A.  And  I  am  informed  that  those  chafges  were 
considered  here  and  I  think  if  my  recollection  serves  me  that  Mr. 
Wells  and  Mr.  Burnham  were  put  under  oath. 

Q.  You  think  that  Mr.  Wells  was  examined?     A.  I  do. 

Q.  How  was  it  that  in  your  report  you  stated  that  the  Ex- 
aminer confined  his  report  to  matters  relating  to  its  condition 
and  did  not  go  into  the  matter  of  the  charges  referred  to,  but  de- 
rived the  information  embraced  in  his  report  from  the  books  and 
records  of  the  association  ?  A.  Well,  that  was  true.  In  the  report 
of  the  Examiner  to  me  these  charges  were  not  alluded  to. 

Q.  Well,  when  j'ou  said  that  he  did  not  go  into  the  matter  of 
the  charges  referred  to,  did  you  not  mean  to  be  understood  that 
be  did  not  examine  the  charges  or  endeavor  to  ascertain  their 
truth  or  untruth?  A.  I  think  he  did,  but  in  my  conversation  with 
both  Wells  and  Burnham  I  made  up  my  mind  that  nothing  that 
either  of  them  might  say  ft'as  worthy  of  consideration  by  me. 

Q.  Did  jon  know  anything  against  Burnham  except  this  mat- 
ter of  the  bond  liability?  A.  No,  except  in  a  general  way,  the 
management  of  the  company. 

Q.  Had  you  information  regarding  that?     A.  Yes. 

Q.  What  bad  you?  A.  I  bad  from  time  to  time  what  Mr. 
Vanderpoel  said  to  me  about  it. 

Q.  Do  you  recall  what  that  was?     A.  Ob,  no,  I  could  not. 

Q.  You  cannot  go  into  the  details?    A.  Oh,  no. 

Q.  Had  you  anything  against  Wells  except  the  fact  that  he  had 
been  vice-president?  A.  Well,  except  upon  his  statements,  made 
to  me,  together  with  the  fact  that  he  had  been  for  years  a  part 
of  the  institution. 

Q.  Did  this  go  back,  or  rather  did  these  chatges  as  to  misman- 
agement go  back  of  the  Burnham  administration  to  the  Harper 
administration?     A.  No,  sir. 

Q.  Did  you  inquire  whether  Wells  had  been  here  and  had  par- 
ticipated in  the  transactions  which  led  to  the  critici'sms?  A.  Oh, 
yes,  from  Wells'  statement  to  me.     The  charges 

Q.  Did  he  tell  you  whether  he  had  been  here  at  the  time  or 
had  been  away,  and  made  his  criticisms  when  he  ascertained  the 
facts?    A.  I  don't  remember  whether  he  did  or  not. 

142 


4514  Legislative  Insurance  Investigation. 


Q.  Well,  it  is  not  at  all  important  to  the  Committee  so  far  as  the 
personal  question  is  concerned.  The  matter  that  is  important  is 
the  attitude  of  the  department  toward  charges  of  mismanagement 
relating  to  a  life  insurance  company  and  whether  the  department 
has  considered  it  its  duty  to  take  them  up  and  shift  them  and  make 
a  public  representation  as  to  lie  results.  'Now  what  was  your  atti- 
tude in  regard  to  that?     A.  In  regard  to  what  particular  thing? 

Q.  In  regard  to  sifting  charges  of  mismanagement,  going 
through  them  thoroughly,  putting  the  officers  on  oath,  making 
findings  in  relation  to  them  and  embracing  in  your  report  your 
conclusions.  A.  I  gave  no  instruction  in  regard  to  those  matters. 
I  took  the  department  as  I  found  it,  so  far  as  the  examining  end 
of  it  was  concerned,  and  those  matters  were  all  turned  over  to  this 
department  here. 

Q.  Eeference  has  been  made  here  to  the  stipulated  premium 
law  that  was  passed  by  the  Legislature  in  1898,  and  referred  to 
in  your  report  of  1898,  that  is  the  proposed  law  was  referred  to 
in  that  report.     Do  you  recall  that?     A.  Yes. 

Q.  Whose  idea  was  that?  A.  That  came  after  I  had  had  re- 
peated conversations  with  the  actuary  of  the  department  and  with 
Mr.  Appleton,  the  second  deputy,  whom  I  considered  to  be  the 
wisest  insurance  man  that  I  knew.  At  my  suggestion,  having  in 
your  mind  that  I  was  unalterably  opposed  to  all  assessment  insur- 
ance of  every  kind,  it  was  my  desire  if  it  could  be  dome  to  strike 
a  middle  ground  so  that  we  might  be  able  to  persuade  some  of  the 
reputable  assessment  companies,  if  such  there  was,  to  take  ad- 
vantage of  that  middle  ground.  And  at  my  request  Mr.  Appleton 
artd  the  actuary  of  my  department  prepared  that -bill. 

Q.  At  your  suggestion?    A.  At  my  suggestion. 

Q.  Well,  did  anybody  outside- of  the  department  suggest  the 
advisability  of  such  a  measure  to  you?     A.  Never  in  my  life, 

Q.  In  this  proposal  appears  the  following:  "Second.  The 
creation  and  maintenance  of  a  reserve  fund  statutory  in  its  pro- 
visions and  more  closely  complying  with  that  which  experience 
has  demonstrated  as  a  necessary  reserve  to  maintain."  From 
whom  did  you  obtain  the  information  which  led  to  the  drafting 
of  the  clause  relating  to  reserve  in  the  stipulated  premium  law, 
that  clause  which  afterward  became  a  part  of  Section  305?  A.  I 
did  not  learn  from  anybody.  I  did  not  know  enough  about 
insurance  to  make  such  a  suggestion.  I  simply  found  the  condi- 
tion  as  I  have  described  it  and  I  turned  the  matter  over  to  Mr. 
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Appleton  and  the  actuary  of  the  departments  They  presented 
that  bill  to  me  and  after  reading  it  over  and  failing  to  see  any 
objection  to  it,  after  hearing  their  arguments,  I  favored  it. 

Q.  So  that  the  matters  pertaining  to  reserve  and  the  technical 
insurance  matters  contained  ux  the  proposed  law  you  did  not 
yourself  originate?    A.  No,  sir. 

Q.  Those  were  matters  suggested  to  you  by  those  who  were 
in  the  office  and  supposedly  familiar  with  them?    A.  Exactly. 

Q.  Did  you  retain  counsel  from  time  to  time  while  you  were 
Superintendent, ,  I  mean  as   Superintendent?     A.  I  did. 

Q.  Did  you  ask  the  opinion  of  the  Attorney-General  as  to 
your  authority  to  retain  personal  counsel  as  Superintendent?  A. 
No,  I  never  did. 

Q.  Whom  did  you  retain?  A,  Well  I  think  perhaps  two  or 
three  different  men,  one  time  and  another.    Judge  Cady. 

Q.  J.  Eider  Cady?    A.  J.  Eider  Cady. 

Q.  Was  he  retained  from  time  to  time?  A.  He  was  called  in 
whenever  I  though  the  advice  of  a  lawyer  necessary. 

Q.  Did  you  avail  yourself  of  the;  Attorney-General's  office 
from  time  to  time?  A.  I  do  not  like  to  speak  disrespectfully  of 
a  state  officer,  but  the  experience  that  I  had  with  the  Attorney- 
General's  office  was  not  such  that  I  felt  justified  in  calling  upon 
the  Attorney-General  except  in  some  matter  that  the  law  com- 
pelled me  to  do  it.  I  found  in  the  department  when  I-  went  in 
there  decisions  from  this  Attorney-General,  the  same  individual 
one  way,  and  a  year  after  that  another  way;  and  later  on  some 
other  Attorney-General  found  some  other  way.  Now  I  was  look- 
ing for  a  man  that  I  knew  personally  to  be  honest  when  I  advised 
with  him  and  a  capable  lawyer. 

Q.  Did  you  have  occasion  to  employ  counsel  frequently?  A. 
Oh,  I  think  not  frequently,  no,  sir. 

Q.  I  call  your  attention  to  the  provisions  of  Section  33  of  the 
Insurance  Law  and  that  part  of  the  section  which  I  under- 
stand was  enacted  in  1896,  as  follows:  "Whenever  it  shall  ap~ 
pear  to  the  Superintendent  of  Insurance  that  permission  to 
transact  business  within  any  foreign  country  is  refused  to  a 
company  organized  under  the  laws  of  this  State,  after  a  certifi- 
cate of  the  solvency  and  good  management  of  such  company 
has  been  issued  to  it  by  the  said  Superintendent,  and  after  such 
company  has  complied  with  any  reasonable  laws  of  said  foreign 
country  requiring  deposits  of  money  or  securities  with  the  gov- 
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ernment  of  said  country,  then  and  in  every  such  case  the  Super- 
intendent shall  forthwith  cancel  the  authority  of  every  company 
organized  under  the  laws  of  such  foreign  government  and  licensed 
to  do  business  in  this  State  and  shall  refuse  a  certificate  of  author- 
ity to  very  such  company  thereafter  applying  to  him  for  authority 
to  do  business  in  this  State  until  his  certificate  shall  have  been 
duly  recognized  by  the  government  of  said  country."  Do  you 
recall  the  question  having  come  up  during  your  administration 
as  to  the  admission  of  certain  German  companies,  fire  insurance 
companies?  A.  I  remember  that  there  was  an  application  made 
to  me  perhaps  but  I  will  say  to  you  that  if  you  will  refer  to  my 
report,  which  was  probably  seven  or  eight  or  nine  years  ago,  I 
cannot  tell,  you  will  find  just  exactly  what  was  done  on  an  ap- 
plication for  admission  and  later  on  you  will  find  another  appli- 
cation for  admission  where  they  were  admitted. 

Q.  Do  jou  remembef  what  company  that  was?  Was  it  the 
Magdeburg?  A.  I  could  not  tell  you.  It  was  a  Prussian  com- 
pany. 

Q.  Or  the  Aachen,  Munich  ?    A.  I  think  so. 

Q.  And  they  were   admitted?     A.  Yes,   sir. 

Q.  Were  you  aware  at  the  time  that  you  issued  a  certificate 
to  them  that  the  Prussian  Government  wa:s  refusing  to  permit 
the  Mutual  to  do  business  in  Prussia,  although  it  had  your 
certificate  of  solvency  and  good  management  and  the  Mutual 
was  ready  to  comply  with  the  laws  of  Prussia  as  to  the  deposit 
of  moneys  or  securities?  A.  Well,  I  remember  that  there  was 
something  like  that  condition  existing  at  that  time  and  before, 
I  don'tknow  how  long,  that  matter  had  been  a  matter  of  negotia- 
tion between  the  Prussian  Government  and  the  Secretary  of 
State  at  Washington.  There  had  been  a  great  deal  of  corres- 
pondence. Now,  between  my  refusal  to  admit  those  companies 
to  do  business  here,  that  being  at  a  time  when  all  insurance  com- 
panies had  been  shut  out  of  Prussia,  they  consented  to  let  in 
the  New  York  Life  and  take  them  back  into  Prussia  to  do  busi- 
ness, and  any  other  company  that  would  comply  with  the  require- 
ments of  their  laws.  Now,  I  cannot  tell,  but  my  own  recollec- 
tion of  it  is  that  the  Mutual  did  not  comply,  and  on  the  strength 
of  their  having  admitted  the  New  York  Life  to  do  business, 
I  admitted  their  companies  to  do  business  here.  Having  said 
practically  that  in  excluding  these  companies  in  the  original 
hearing,  that  if  in  the  future  the  Government  would  comply  with 
the  applications  that  should  be  made  to  them  by  our  companies, 
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I  would  very  gladly  admit  their  companies  here.  That  is  about 
all  I  can  recall  about  it,.  The  rest  of  it  you  will  have  to  depend 
upon  my  report,  which  treats  on  it  fully. 

Q.  Yes,  but  of  course  you  understood  that  tTie  Kew  York  Life 
had  to  coniply  with  certain  requirements  of  Prussia?     A.  Yes. 

Q.  And  those  requirements  of  Prussia  went  beyond  what  was 
contemplated  by  Section  33,  your  certificate,  and  the  putting  up 
of  money?     A.  Yes. 

Q.  In  other  words,*  they  imposed  conditions  which  it  seemed 
to  be  the  object  of  Section  33  to  prevent,  except  upon  pain  of  the 
exclusion  of  Prussian  companies  applying  for  admission  here'? 
A.  I  think  you  wiU  find  that  I  held  in  regard  to  that  question 
that  I  did  not  deem  it  necessary  under  that  section  for  the  Super- 
intendent of  Insurance  to  'deny  these  applications. 

Q.  It  was  mandatory  in  its  provisions,  however  unwise  it 
might  have  been  considered  as  a  piece  of  legislation.  Did  you 
take  counsel  upon  that  point  ?     A.  I  did. 

Q.  Whom  did  you  consult  ?    A.  I  really  could  not  tell  you. 

'Q.  "Was  it  Mr.  Cady?  A.  ISTo,  I  did  not  consult  Mr.  Cady, 
because  at  that  time  he  was  employed  by  those  people  —  the 
Prussian 

Q.  By  the  Prussian  people  ?  A.  By  the  people  who  were  ask- 
ing for  the  admission,  I  think  —  wa?  that  it.  Judge  Cady  ?  -When 
were  you  employed  in  that  case? 

MK.  CADY:  When  you  denied  the  application  I  appeared  for 
the  Prussian  companies.  When  you  granted  it  I  don't  know 
who  did  appear  for  them;  I  did  not. 

Q.  Who  did  appear  for  the  Prussian  companies  when  you 
granted  the  application?     A.  I  have  not  the  faintest  idea. 

Q.  Did  you  consult  Mr..  Cady  at  that  time  ?  A.  I  did  not.  I 
could  not  consxdt  a  man  who  had  such  an  interest  in  the  case  as 
Mr.  Cady  had. 

Q.  Did  you  suggest  to  Mr.  Cady  that  he  should  see  Mr. 
McCurdy  about  it  ?    A.  I  never  did. 

•Q.  Did  you  suggest  to  him A.  How  do  you  mean  ?    In 

regard  to  what? 

Q.  In  regard  to  whether  Mr.  McCurdy  or  the  Mutual  would 
object  to  the  admission  of  the  Prussian  companies?  A.  Xo.  I 
did  this.  Mr.  McCurdy  called  me  on  the  telephone  at  Albany 
and  asked  me  if  I  would  not  see  him  in  some  way  before  I  filed 
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my  report.  I  said  I  could  not  do  it.  Then  he  asked  me  if  I  would 
not  send  an  attorney  or  my  attorney  —  "  your  attorney,"  he  said, 
to  see  him.  I  said  "  I  will,  if  my  attorney  is  situated  so  he  can 
go."  Now,  I  did  then  —  that  was  ia  the  last  hearing,  under- 
stand —  that  was  at  the  time  when  Judge  Cady  was  not  employed 
—  when  the  Prussian  case  that  he  had  been  in  was  over. 

Q.  This  was  just  at  the  time  when  you  were  about  to  admit 
them?    A.  Just  exactly. 

Q.  Yes;  go  on.     A.  I  got  in  communication 

ME.  CADY:  In  the  interests  of  exact  precision  I  would  like 
to  say  that  that  occasion  to  which  he  refers  now  was  after  the 
decision  had  been  made. 

ME.  HUGHES:  Mr.  Cady,  we  can  take  your  evidence  in  a 
moment,  but  just  now  we  want  Mr.  Payn's. 

THE  WITNESS:  Mr.  Cady  came  to  New  York  and,  I  assume, 
saw  Mr.  McCurdy,  from  what  he  said  to  me,  but  in  my  opinion 
before  I  —  as  my  recollection  serves  me  —  before  Mr.  Cady  made 
any  report  to  me  of  his  conversation  with  Mr.  McCurdy  my  re- 
port was  filed.  Mr.  McCurdy  was  and  is  a  big  man,  represents 
the  biggest  insurance  company  in  the  world,  and  he  had  the  right 
to  ask  just  what  he  did  ask,  in  my  judgment,  and  that  is  what 
I  acted  upon,  and  I  never  had  the  slightest  idea  of  paying  any 
attention  whatever  to  what  he  might  say  to  Mr.  Cady,  because 
he  had  gone  over  the  whole  case,  told  me  how  much  interest  he 
felt  in  this 

Q.  What  had  he  told  you  ?  A.  Told  me  he  had  been  working 
at  a  settlement  between  the  two  governments  for  years  and  that 
he  traisted  I  would  not  interfere  with  the  State  Department,  and 
let  them  go  on  and  settle  it.  That  is  what  he  asked  me,  and  ap- 
pealed to  me  in  the  strongest  possible  way, 

Q.  When  was  this?  A.  I  told  him  over  the  'phone  that  "  I  can- 
not see  you,  I  have  not  got  time;  I  ha-?e  got  to  file  this  report  to- 
morrow; there  is  no  use  of  our  meeting,  my  mind  is  made  up." 

Q.  When  had  he  had  the  conversation  with  you  at  which  he  ex- 
presed  himself  that  he  did  not  wish  you  to  interfere  with  the  State 
Department's  action?  A.  Well,  I  cannot  tell;  it  may  have  been  a 
week,  perhaps,  or  three  days  or  four  days  or  ten  days  before  the 
report  was  filed. 

Q.  How  did  you  happen  to  suggest  that  Mr.  Cady  should  see 
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him  after  lie  Had  been  in  this  Prussian  matter?  A.  "Well,  because 
I  Had  more  confidence  in  Mr.  Oady  than  any  lawyer  that  I  knew 
that  was  comeatable,  and  no  other  reason. 

Q.  So  the  idea  of  Mr.  Cady's  seeing  him  grew  entirely  out  of 
Mr.  McCurdy's  request?  A,  Entirely,  and  it  would  not  have  made 
the  slightest  difference  to  me  what  Mr.  Oady's  report  had  been 
with  my  action,  because  that  was  absolutely  settled. 

Q.  Did  he  make  any  report  at  all  to  you?  A.  I  think  he  did 
when  he  came  back,  but  I  dDubt  whether  it  was  before  the  report 
was  filed  or  not. 

Q.  Do  you  remember  what  his  report  was?  A.  No,  I  don't 
remember,  except  that  he  said  he  told  Mr.  McCurdy  that  he 
thought  that  the  matter  was  unalterably  fixed  in  my  mind. 

Q.  And  you  had  told  him  that  before  he  went  down?  •  A.  En- 
tirely— absolutely^    He  knew  all  about  it. 

Q.  That  you  were  determined  to  admit  the  companies?  A. 
Just,  exactly. 

Q.  Did  you  discus  with  Mr.  Oady  how  you  could  do  that  un- 
der the  law?    A.  I  don't  know  whether  I  did  or  not,  Mr.  Hughes. 

Q.  There  has  been  a  report  published  in  the  papers  that  in  con- 
nection with  the  Mutual  Keserve  matter  there  was  a  payment  made 
to  you  of  $40,000.  What  have  you  to  say  to  that?  A.  Well, 
-when  I  was  asked  by  the  newspapers  what  I  had  to  say  I  said  "  I 
have  no  comment  to  make."  I  say  to  you  that  it  is  absolutely  false 
in  every  particular,  and  I  say  to  you  that  Mr.  Wells  and  Mr.  Bum- 
ham  under  oath  said  the  same  thing.  Now  that  grew  out — ^Mr. 
Hughes — K)f  a  fight  between  Burnham  and  Wells.  That  is  all 
there  is  to  it. 

Q.  Well,  it  is  my  duty  to  ask  you  whether  any  payment  was 
made  directly  or  indirectly  of  that  or  any  other  amount  to  you  or 
for  your  behalf  or  with  your  cognizance  to  any  person  connected 
with  the  department  or  connected  with  you?  A.  Absolutely  none, 
either  in  that  matter  before  the  Insurance  Department  or  any 
other  matter — ^that  is  not  at  all — any  man  who  walks  the  earth 
that  had  ever  suggested  any  such  proposition  to  me  would  have 
been  a  fortunate  fellow  if  he  got  out  of  my  presence  with  his  head 
on  his  shoulders. 

Q.  After  you  ceased  to  be  Superintendent  of  Insurance  did  you 
accept  any  retainers  from  any  insurance  companies?    A.  No,  sir. 

Q.  Have  you  ever  received,  outside  of  the  expenses  of  exam- 
ination, any  moneys  from  any  insurance  companies  directly  or  in- 
directly?   A..  No,  sir. 
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Q,  And  iwjne  have  been  received  for  your  behalf?    A.  No,  sir. 

J.  RIDEE  OADY,  called  as  a  witness,  being  duly  sworu,  testi- 
fied as  fpllows:  f 

BY  MR.  HUGHES: 

Q.  Mr.  Cady,  you  are  a  member  of  the  bar  of  the  Sapreme 
Court?     A.  YeSj  sir. 

Q.  And  have  been  for  many  years?    A.  Yes,  sir. 

Q.  "Will  you  state  your  recollection  with  regard  to  the  appli^ 
cations  for  admission  by  Prussian  companies  and  the  proceed- 
mgs  that  were  taken  in  connection  therewith  in  view  of  the  pro- 
visions of  Section  33  of  the  Insurance  Law?  A.  Yes,  sir,  I  will. 
My  fijst  connection  with  that  subject  was  upon  the  employment 
by  Mr.  Husted,  of  Peekskill,  who  was  the  attorney  for  certain 
Prussian  companies  or  German  companies-^-the  Aachen,  Munich, 
as  I  remember,  and  the  Magdeburg,  to  act  .""=5  his  counsel  and  as 
counsel  for  those  companies  in  the  presentation  of  an  applica- 
tion of  the  Superintendent  of  Insurance  of  the  State  of  ]SI"ew  York 
for  their  admission  to  do  business  in  this  State. 

Q.  When  was  that,  Mr.  Cady?  A.  If  my  memory  serves  me 
right,  Mr.  Hughes,  it  was  in  1897 — I  am  very  confident,  in  fact,  I 
^m  positive  it  was  in  the  first  year  of  the  administration  of  Mr. 
Payn.  In  the  absence  of  my  records,  my  register,  that  is  the 
best  I  can  say— :-!  think  it  was  in  1897.  I  prepared  an  argument 
which  was  printed  and  submitted  to  the  Superintendent  of  In- 
surance. My  best  recoEection  is  that  no  oral  argument  was  made 
by  me  in  behalf  of  my  client.  My  argument,  my  presenta- 
tion of  the  cause,  was  considered  by  the  Superintendent  of  In- 
surance and  denied;  the  companies  wore  refused  admission  into 
thi(S  State.  That  ended  entirely  my  professional  connection  with 
any  of  the  Prussian  or  German  companies,  or  with  the  subject 
of  their  admission  to  this  State. 

JQ.  Did  you  consider  the  application  of  Section  33  to  their 
Bitijation  at  the  time  you  made  the  application?  A.  "Well,  after 
the  f^sjiion  of  a  lawyer,  I  alluded  to  that  section  in  the  course 
of- my  argument,  my  printed  argument,  which,  of  course,  I  have 
not  here,  and  dealt  with  it  as  best  I  could. 

Q.  Pid  you  subsequently  see  Mr.  McCurdy  at  the  suggestion 
of  Superintendent  Payn?  A.  Subsequently,  and  I  am  inclined 
to  think  in  the  year  1899,  although  I  am  not  positive,  I  think  it 
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was  two  years  subsequently,  I  was  sent  for  frotti  my  ioirie  at 
Hudson  by  Mr.  Payn  to  come  to  the  office  or  liis  office  in  Al- 
bany. It  was  in  the  afternoon.  I  attended  at  his  office,  and  he 
told  me  that  he  had  decided  to  admit  certain  Prussian  companies 
— I  don't  know  whether  he  specified  them  or  he  spoke  of  them 
generally — to  do  business  in  this  State.  He  said  that  Mt.  Me- 
Curdy  had  communicated  with  him  on  the  subject  and  as  he 
understood,  felt  very  deeply,  because  such  a  decision  had  been 
made,  or  was  to  be  made,  and  that  he  desired  that  I  should  go 
to  the  City  of  ISTew  York,  see  Mr.  McCurdy,  and  inforni  hiffl  of 
the  terms  of  the  decision,  feeling  that  Mr.  McCurdy's  position  in 
the  insurance  world,  his  position  as  a  man  of  rather  .advanced 
age  and  station  made  it  proper  that  such  consideration  should 
be  extended  him. 

Q.  Did  you  go  to  New  York?     A.  I  Went  to  New  York. 

Q.  Did  you  first  see  Mr.  Lysander  Laiwrence?  A.  Yes,  I  saw 
Mr.  Lysander  Lawrence. 

Q.  Did  he  taike  you  to  Mr.  Andrew  0.  Fields?  A.  Well,  now, 
whether  he  took  me  to  Mr.  Andrew  C.  Fields,  Mr.  Hughes,  or 
not,  I  don't  know,  because  I  don't  know  Mr.  Andrew  C.  Fields. 

Q.  Who  introduced  you  to  Mr.  McCurdy  —  who  took  you  up  ? 
A.  That  I  cannot- tell  you. 

Q.  How  did  you  come  to  go  to  Mr.  Lawrence?  A.  I  went  to 
Mr.  Lawrence  because  I  had  been  informed  that  that  was  the 
avenue  through  which  access  conld  be  gained  to  Mr.  McCul"dy. 

Q.  Do  you  know  whether  Mr.  Lawrence  had  any  connection  as 
an  officer  with  the  Mutual  Life  ?  A.  Absolutely  not.  I  think  at 
that  time  I  had  never  heard  of  Mr.  Fields  —  do  you  refer  to  Mr. 
Fields  ? 

Q.  JSTo,  to  Mr.  Lawrence?    A.  No,  I  do  not. 

Q.  Did  you  know  that  he  was  not  an  officer  of  the  Mutual  Life  ? 
A.  I  did  not  know  anything  about  it. 

Q.  Who  suggested  to  you  that  that  was  the  proper  way  to  reach 
Mr.  McCurdy?  A.  Well,  I  don't  know  at  this  taoment.  I  do 
not  recall  it. 

Q.  Did  Mr.  Lawrence  take  you  up  to  Mr.  McCurdy,  or  did  he 
take  you  through  the  little  door  connecting  the  supply  depart- 
ment with  Lawrence  &  Company  and  introduce  you  to  a  gentle- 
man there  ?  A.  Mr.  Lawrence  introduced  me  to  a  gentlefiian  whose 
name  I  have  now  forgotten,  and  that  gentleman  escorted  me  by 
m.eans  of  a  private  elevator,  I  think,  to  an  antechamber  of  Mr. 
McCurdy's  apartments,  and  there  introduced  me  to  Mr.  McCurdy. 
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Q.  What  did  Mr.  McCurdy  say  to  you  ?  A.  Well,  I  had  a  long 
talk  with  Mr.  McCurdy,  Mr.  Hughes.  I  told  him  who  I  was. 
I  had  not  been  seeing  Mr.  McCurdy  for  very  many  years ;  he  had 
no  acquaintance  with  me  nor  I  with  him.  He  asked  me  the  pur- 
pose of  my  visit,  and  I  told  him  in  about  the  same  language  which 
I  have  expressed  myself  to  you  in  describing  the  instructions  given 
to  me  by  Mr.  Payn. 

Q.  Well,  what  did  he  say  to  you  ?  A.  Mr.  McCurdy  expressed 
very  great  feeling  and  a  very  considerable  degree  of  indignation 
over  the  fact  that  the  Insurance  Department  of  the  State  of  New 
York  had  ignored  his  views  upon  the  subject  of  the  policy  of  ad- 
mitting the  Prussian  companies  to  do  business  here,  stating  in 
substance  that  he  felt  it  to  be  a  wrong  to  his  company;  that  his 
position  in  the^  insurance  world  was  such  that  his  views  upon  such 
a  subject  ought  not  to  be  overridden  by  the  Superintendent  of  In- 
surance of  the  State.  He  expressed  himself  in  that  way  in  sub- 
stance through  the  course,  I  should  say,  of  an  hour  and  a  half  at 
least. 

Q.  Did  he  say  whether  or  not  he  or  the  Mutual  would  be  willing 
to  pay  money  to  have  a  contrary  decision  ?  A.  No,  he  did  not  — 
he  did.not ;  but  he  said  this :  We  had  an  intervie-.Nr,  as  I  say,  which 
extended  for  about  an  hour  and  a  half  in  the  morning,  in  the  fore- 
noon. Mr.  McCurdy  asked  me  when  I  was  to  take  my  luncheon, 
and  I  told  him.  He  asked  me  if  it  would  be  convenient  for  me  to 
meet  him  in  the  afternoon.  I  told  him  that  it  would ;  that  I  had 
come  to  New  York  for  the  purpose  of  seeing  him ;  "that.  I  had 
no  other  engagement  upon  that  day,  and  if  it  would  serve 
his  convenience  or  his  pleasure,  I  would  be  glad  to  at- 
tend at  such  hour  as  he  might  suggest.  I  did  return  in  the 
afternoon,  I  should  think,  at  about  two  o'clock,  and  we  had  a 
further  interview  that  covered  a  space,  I  should  think,  of  an 
hour  and  a  half,  in  which  Mr.  McCurdy  iterated  and  reiterated 
the  sense  of  disappointment  over  this  decision.  He  finally 
tiaid  to  me,  "  Mr.  Cady,  what  are  your  relations  with  the  Depart- 
ment of  Insurance  ?"  I  said,  "  My  relations  are  simply  those  of 
counsel  who  is  consulted  from  time  to  time  upon  matters  upon 
which  the  Superintendent  requires  legal  advice."  He  said,  "  You 
are  not  an  officer?"  I  said,  "  No,  I  am  not  an  officer  of  the 
State."  He  said,  "  Is  there  any  reason  why  you  should  not  accept  a 
retainer  in  behalf  of  the  Mutual  Life  upon  this  question?"     I 
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said,  "  Mr.  McCurdy,  there  is  every  reason  why  I  should  not 
ficcept  a  retainer  in  behalf  of  the  Mutual  Life."  I  said,  "Again, 
while  I  have  not  been  counsel  in  this  particular  matter  in  which 
the  decision  of  the  Superintendent  has  been  made,  nor  consulted 
by  the  Superintendent  as  to  what  decision  should  be  made  by 
him  in  the  disposition  of  it,  I  have  yet  been  requested  by  him 
to  come  here  and  have  the  interview  which  I  have  had  with  you, 
and  I  regard  myself  to  that  extent  as  his  representative,  and  to 
such  an  extent  as  to  make  it  wholly  impossible  for  me  to  con- 
sider the  proposition  of  being  employed  or  taking  a  retainer  from 
the  Mutual  life."  I  said,  "More  than-  that,  Mr.  McCurdy,  I 
regard  the  question  as  closed,  that  no  further  consideration  of 
the  subject  would  be  of  any  good." 

Q.  Did  he  mention  any  amount  of  money?    A.  No,  sir. 

Q.  At  no  time  in  the  interview?     A.  !N"o,  sir. 

Q.  Or  in  no  connection?     A.  In  no  connection. 

Q._  You  told  him  that  the  matter  was  closed,  and  that  Superin- 
tendent Payn  had  decided  upon  his  action?  A.  I  told  him  that 
was  my  understanding  of  the  situation. 

Q.  Did  you  report  the  interview  to  Superintendent  Payn?  A. 
I  reported  the  substance  of  the  interview  to  Mr.  Payn. 

Q.  Did  Mr.  Payn  advise  with  you  as  to  the  propriety  of  his 
course  in  admitting  these  companies?    A.  No,  sir. 

Q.  In  view  of  Section  33?     A.  No,  sir. 

Q.  Did  you  ever  learn  whether  there  was. any  understanding 
with  anyone  that  if  the  New' York  Life  was  admitted  into  Prus- 
sia these  Prussian  companies  should  be  admitted  here?  A.  No, 
Mr.  Hughes,  I  did  not. 

Q.  Nothing  of  that  sort  —  there  is  nothing  in  any  suggestion 
of  that  sort?  A.  No,  sir,  not  that  I  ever  knew.  I  knew  that  the 
matter  was  the  subject  of  consideration  at  the  State  Department 
at  Washington,  and  had  been  disposed  of  substantially  in  the 
manner  described  by  Mr.  Payn  while  he  was  on  the  stand  this 
morning. 

MR.  HUGHES :  That  is  all,  Mr.  Cady. 

EGBERT  H.  HUNTER,  called  as  a  witness,  being  duly 
sworn  testified  as  follows: 

BY. MR.  HUGHES: 

Q.  Mr.  Hunter,  you  are  First  Deputy  of  the  Insurance  De- 
partment of  this'State?     A.  Yes,  sir. 
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Q.  What  do  you  do  as  sucli  deputy?  A.  I  have  the  general 
conduct  of  the  New  York  oiSce,  and  the  transaction  of  all  de- 
partment business  that  may  come  to  it  naturally. 

Q.  What  does  come  to  it  naturally?  A.  Well,  everything 
pertaining  to  the  organization  of  corporations  and  examination 
work  proper,  and  any  other  department  business  that  might  he 
frnt  here  for  investigation. 

Q.  Do  you  receive  the  annual  statements  of  life  insurance 
companies?     A.  No,  sir. 

Q.  Do  you  have  copies  of  the  annual  statements  of  life  in- 
surance companies?     A.  No,  sir. 

Q.  Are  not  the  annual  statements  placed  in  your/  hands  for 
criticism?     A.  No,  sir. 

Q.  Or  analysis?     A.  No,  sir. 

Q.  When  do  you  ever  have  occasion,  to  see  the  annual  state- 
ments of  life  insurance  companies?  A.  In  connection  with  any 
proposed  examination  of  any  life  insurance  company  under  the 
direction  of  the  Superintendent. 

Q.  Otherwise  not  ?     A.  Otherwise  not. 

Q.  How  long  has  the  Department  maintained  a  New  York 
office  ?     A.  Just  before  I  was  connected  with  it. 

Q.  And  how  long  have  you  been  connected  with  it?  A. 
Since  February,  1897. 

Q.  Does  the  New  York  office  concern  itself  with  anything 
else  save  the  examination  of  companies  in  New  York  City? 
A.  And  all  department  business  which  may  be  sent  to  it  for 
investigation  or  inquiry  from  the  Albany  office. 

Q.  Are  any  other  nr  3rs  sent  to  it  for  investigation  and  in- 
quiry aside  from  the  matters  pertaining  to  examinations?  A. 
Frequently. 

Q.  Of  what  nature?  A.  Well,  I  would  have  to  refer  you 
more  particularly  to  the  record  for  that. 

Q.  I  don't  mean  in  detail  but  I  mean  in  general  classifica- 
tion: A.  We  frequently  have  requests  from  the  Albany  De- 
partment to  make  special  inquiries  in  certain  directions.  The 
nature  of  those  special  inquiries  I  could  not  recall  just  now. 
They  are  numerous  in  the  course  of  the  year.  All  the  organiza- 
tion of  corporation,  as  I  have  stated,  is  conducted  through  the 
New  York  branch,  all  the  increases  of  capital,  all  the  numerous 
inquiries  that  it  is  necessary  for  the  Department  to  mak'e  in 
connection  with  corporations  located  in  New  York  City  are  con- 
ducted through  this  office. 
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Q.  Now,  it  appears  that  between  July,  1895,  and  Octobei-j 
1902,  sometlimg  over  seven  years,  the  Equitable  was  not  ex- 
amined by  the  Department  during  that  period.  Duriag  that 
time  did  you  have  any  matters  referred  to  you  with  reference 
to  the  annual  statements  of  the  Equitable?  A.  Well,  I  was 
not  in  the  New  York  Department  in  1895. 

Q.  Well,  beginning  with  1897,  for  the  five  years  succeeding 
that  time?     A.  Kepeat  your  question  again,  please. 

Q.  Did  you,  from  189T  to  1902,  have  any  matters  suggested 
by  the  annual  statements  of  the  Equitable  referred  to  you  for 
examination  ?     A.  Not  to  my  knowledge. 

Q.  Did  the  Albany  office  ever  send  down  to  you  in  New  York 
statements  of  the  Equitable  to  be  checked  over  by  you?  A. 
Never,  except  in  connection  with  an  examination. 

Q.  And  according  to  the  report  furnished  by  the  Depart- 
ment there  was  no  examination  during  your  term  of  office  as 
Chief  Deputy,  prior  to  1902?  A.  Well,  that  I  could  not  say 
just  now. 

Q.  That  is  the  record  furnished  (showing  witness  paper). 
Does  it  accord  vsdth  your  recollection?  A.  My  recollection  is 
that  since  I  have  been  in  the  Department  we  have  made  but  one 
examination  of  the  Equitable  until  1905 — that  is  two. 

Q.  And  the  examination  so  made  was  made  about  three  years 
ago?  A.  I  presume  about  that  time,  I  could  not  recall 
the  date. 

Q.  So  that  in  a  case  like  the  Equitable  that  was  not  under 
examination  it  would  not  be  the  practice  to  refer  to  you  the  an- 
nual statement  for  such  suggestions  as  you  might  care  to  make? 
A.  No,  sir, 

Q.  Did  you,  in  the  case  of  any  company  not  \mder  examina- 
tion, check  over  the  securities  and  go  over  the  statements  of 
market  values  put  dovni  in  the  annual  statements?  A.  Only  in 
connection  with  regular  examinations  wherever  it  might  be 
necessary. 

Q.  Outside  of  that  you  did  not  do  it?    A.  Only  special  cases. 

Q.  Do  you  rec'all  any  special  case  ?  A.  Frequently  —  the  rec- 
ords will  show  a  number  of  cases  of  that  character  where  for- 
eign corporations 

Q.  Let  us  deal  with  New  York  companies.  A.  None  to'  my 
knowledge,  except  in  the  case  of  regular  examinations. 

Q.  Was  that  inquiry  ever  referred  to  you  to  ascertain  whether 
the  securities  reported  to  be  on  hand  at  the  end  of  the  given 
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year  were  on  hand  in  the   January  following?     A.  Applying 
generally  to  all  life  companies. 

Q.  In  the  case  of  any  New  York  life  company.  A.  Not  to 
my  knowledge.  '     ■ 

Q.  In  other  words,  have  you  in  your  New  York  office  ever 
attempted  to  ascertain  whether  a  company  was  engaged  in  what 
is  called  window-dressing  —  that  is  making  up  through  substi- 
tutions or  changes  of  securities  a  more  favorable  showing  than, 
an  entirely  candid  statement  of  its  affairs  would  warrant  ?  A.  Not 
of  itself,  no. 

Q.  Have  they  ever  done  anything  of  the  kind?  A.  Not  to  my 
knowledge. 

Q.  Have  you  ever  received  any  instructions  to  do  anything  of 
the  kind  ?    A.  Not  to  my  knowledge. 

Q.  And  you  have  given  no  instructions  to  any  examiner  to 
do  anything  of  the  kind  ?    A.  No,  sir. 

Q.  Did  you  ever  hear  of  the  end  of  the  year  loans  of  the 
Equitable  made  to  Kuhn,  Loeb  &  Company  prior  to  this  investi- 
gation?    A.  In  connection  with  the  recent  examination. 

Q.  Did  you  find  out  in  .the  recent  examination  ?  A.  I  think 
that  was  disclosed  in  the  conduct  of  the  examination  by  the 
Superintendent  during  last  Summer. 

Q.  It  was  ?    A.  I  think  so~^. 

Q.  Why  was  it  not  mentioned  in  the  report?  A.  I  could  not 
say  as  to  that.    I  did  not  make  the  report. 

Q.  Did  you  report  it  to  the  Superintendent  ?  A.  I  was  with 
the  Superintendent  in  connection  with  the  examination  he  made 
of  the  witnesses.    I  was  in  daily  attendance,  that  is  all. 

Q.  Do  you  mean  to  say  that  the  existence  of  loans  to  Kuhn, 
Loeb  &  Company,  and  in  the  names  of  their  clerks  for  millions 

of  dollars  at  the  end  of  the  year A.  No,  I  was  not  referring 

to  that. 

Q.  What  did  you  refer  to?  A.  I  referred  to  the  fact  that 
securities  had  been  bought  and  sold  through  Kuhn,  Loeb  & 
Company. 

Q.  I  was  not  f.sking  you  about  securities  bought  and  sold.  A. 
I  mistook  your  question. 

Q.  I  was  asking  you  about  end-  of  the  year  collateral  loans.  A. 
I  had  no  knowledge  of  that. 

Q.  Had  you  ever  heard  that  the  Equitable  made  loans  ostensibly 
upon  collateral  to  Kuhn,  Loeb  &  Company,  or  in  the  names  of  their 
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clerks  at  the  end  of  tlie  year,  and  that  the  transactions  were  disposed 
of  early  in  the  year  succeeding,  the  object  of  the  transactions  being 
to  reduce  the  cash  balances  and  substitute  apparent  collateral  loans 
in  their  annual  statement  to  your  Department  ?    A.  No. 

Q.  Never  heard  of  it  before  this  investigation  ?  A.  No,  except 
in  one  connection.  . 

Q.  What  was  that?  A.  During  the  recent  examination  of  the 
Equitable,  and  in  the  counting  of  the  securities,  the  examination 
disclosed  the  fact  that  a  certain  amount  of  Rochester  bonds,  I 
think  about  one  hundred  thousand  dollars'  worth,  had  been  treated 
in  that  way  for  a  year  or  two.  That  is  my  general  recollection  of 
that.     That  is  all. 

Q.  Did  you  ever  hear  of  any  substitution  of  securities,  or  parade 
of  securities  not  actually  owned,  in  the  case  of  the  American  Union 
Life  Insurance  Company,  which  subsequently  failed,  as  I  am  in- 
formed ?  A.  I  do  not  recollect  the  facts  connected  with  the  Ameri- 
can Union  failure.  I  recall  the  fact  that  we  made  an  examination 
of  them,  and  I  think  shortly  after  that  they  went  out  of  business  or 
were  re-insured.  But  any  facts  connected  with  their  condition  or 
the  result  of  that  examination,  I  could  not  recall  it  now  without  see- 
ing the  papers. 

Q.  The  point  is,  that  apart  from  one  of  these  examinations 
which  took  place  at  intervals  of  years  you  never  went  to  the  office 
of  any  one  of  the  companies  in  New  York  City,  or  sent  anyone 
to  the  office  of  any  of  the  companies  in  the  early  part  of  January 
and  said :  "  Let  me  check  off  these  collaterals  that  are  stated  in 
your  report  and  held  by  you  on  December  31st;  or  check  off  the 
securities  that  are  stated  as  held  on  December  31st."  That  was 
never  done?  A.  No,  only  in  connection  with  the  regular  examina- 
tions. 

Q.  Well,  the  regular  examinations  are  these  examinations  at 
intervals  of  years,  as  shown  by  the  records  of  the  Department.  A. 
Upon  which  reports  are  made  to  the  Department. 

Q.  So  that  the  New  York  office  did  not  have  anything  to  do  with 
original  inquiries,  that  is,  it  did  not  institute  proceedings  or  take 
action  except  when  ordered  by  the  Albany  office?     A.  That  is  all. 

Q.  And  apart  from  specific  inquiries  it  confined  its  labor  to  the 
regular  examinations  ?     A.  Largely. 

Q.  What  is  your  conneetion  with  the  examinations  which  took 
place — ^were  you  in  charge,  of  them?    A.  Practically,  no, 

Q.  Who  was  in  charge  ?     A.  The  chief  examiner. 
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Q.  "Was  the  chief  examiner  subject  to  your  orders  ?  A-  Kot 
specifically. 

Q.  Well,  generally,  you  were  the  First  Deputy,  wero  you  not  ? 
A.  Generally. 

Q.  lu  the  absence  of  the  Superintendent  you  had  .cogiplete  au- 
thority over  the  chief  examiner  ?    A.  Yes. 

Q.  You  opuld  tell  him  what  to  look  into  and  what  not  to  look 
into?     A.  Yea. 

Q.  What  instructions  did  you  give  him  ?  A.  I  never  gave  him 
any  specific  instructions  except  in  specific  cases. 

Q.  Take  the  case,  for  example,  of  the  Mutual  Eeserve  in  1899. 
What  instructions  did  you  give?  A.  Well,  the  examination  of 
the  Mutual  Keserve  in  1899,  Mr.  Vanderpoel  as  chief  examiner 
did  not  require  any  instructions  from  me  in  that  examination. 

Q.  Did  you  give  him  instructions  ?  A.  Frequently  during  ih^Jt 
examination, 

Q.  Did  you  suggest  he  should  put  Mr.  Burnham  upon  cath  ?  A. 
Yes,  sir;  I  think  so. 

Q.  Did  he  do  it?    A.  He  did. 

Q.  Did  he  cross-examine  hijp  as  to  tEe  cTiarges  tKaf  ItaS.  Seen 
made  against  him  in  connection  with  the  mfinagcment?  A.  As 
to  what  that  examination  covered,  I  anj  not  prepared  to  say.  1 

Q.  Well,  did  you  know  at  the  time  what  it  covered  ?  A.  Only-r- 
at the  time  ? 

Q.  Yes  ?    A.  Yes,  because  I  was  preseut, 

Q.  Were  you  supervising  the  work?  A.  No,  it  was  uuder  the 
direction  of  the  chief  examiner. 

Q.  Aud  he  was  under  vour  direction  ?    A.  Yes. 

Q.  "^yhat  did  you  do  to  defiae  the  scope  of  that  examauatlon? 
A.  About  the  close  of  thafc  examination  we  examined  Mr.  Bufu- 
ham  as  President  of  that  association  at  the  New  York  office 
coverinig  certain  matters  that  had  been  disclosed  during  the  ex- 
amination and  likewise  certain  charges  that  had  beeia  mad©  in 
connection  with  the  management  of  it. 

Q.  Did  you  examine  him  as  to  the  Brockway  matter?  A.  I 
think  we  did, 

Q.  Have  you  got  that  examination  ?    A.  I  have  not. 

Q.' Where  is  it?  A.  I  have  looked  for  that  examination  very 
fhoroughly  since  the  papers  were  sent  down  here  and  I  have  been 
unable  to  find  it.    It  was  not  a  very  large  one. 
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Q.  How  large  was  it?  A.  I  sliojild  think  it  covered  a  couple 
or  three  pages. 

Q.  Of  typewriting?    A.  In  questions  and  answers, 

Q.  Was  that  his  whole  examination?    A.  That  is  all. 

Q.  Well,  did  you  suggest  to  Mr.  Vanderpoel  that  that  was  a 
rather  limited  examination  for  such  an  important  subject?  A. 
It  only  covered  certain  specific  things  that  we  wanted  his  affirm- 
ance or  denial  of.  What  they  were  I  do  not  recollect,  but  T  recol- 
lect the  Brockway  matter  as  one  of  them. 

Q.  Do  you  recall  what  was  said  about  it?  A.  Well,  yes,  in  a 
general  way. 

Q.  What  was  it?  A.  He  had  to  admit  that  he  was  getting 
a  weekly  payment  of  something  like  $300 ;  the  result  of  the  exami- 
nation having  disclosed  the  fact. 

Q.  That  is  that  Brockway  was  ?    A.  Yes. 

Q.  Did  he  tell  you  what  Brockway  was  doing  for  it  ?  A.  Well, 
I  do  not  recollect  what  he  said,  but  I  think  he  was  on  some  com- 
mittee and  had  charge  of  the  building  up  here  and  some  other 
things. 

Q.  Did  he  tell  you  that  he  was  getting  some  money  from  Brock-' 
way,  that  Burnham  was  getting  some  money  from  Brockway? 
A.  That  was  disclosed  in  the  examination  that  he  got  something 
like  $6,000. 

Q.  That  was  disclosed  in  your  examination?  A.  I  think  so, 
in  Mr.  Vanderpoel's  examination. 

Q.  Why  was  not  that  reported  to  the  superintendent?     A.  I 
could  not  tell  you  that. 
,    Q.  Well,  you  saw  Mr.  Vanderpoel's  report?    A.  Frequently. 

Q.  Well,  you  saw  it A-  During  our  preparation. 

Q.  When  it  was  made  up?    A.    Yes. 

Q.  Why  did  you  not  instruct  him  to  include  it?  A.  The  chief 
examiner  took  no  instructions  from  me  specifically. 

Q.  Why  did  you  not  give  it  to  him,  and  if  he  did  not  do  what 
you  wanted  him  to  do,  do  it  yourself?  A.  Well,  the  chief  exam- 
iner was  there  in  charge  of  examinations  and  I  did  not  consider 
it  within  the  line  of  my  duty  to  give  him  any  instructions  as  to 
what  he  should  swear  to  in  his  report. 

Q.  You  were  his  superior?     A.  Yes. 

Q.  You  knew  if  he  left  out  an  important  matter  it  was  your 
duty  to  see  that  it  was  brought  to  the  attention  of  the  superin- 
tendent.   Now,  here  was  the  case  Avhere  the  president  of  the  com- 
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pany  was  getting  from  a  man  to  whom  a  salary  was  paid  a  sub- 
stantial equivalent  of  that  salary  and  you  did  not  report  it.  Why 
was  it?    A.  I  could  not  tell  you  why  he  did  not  report  it. 

Q.  Why  did  you  not  insist  upon  its  being  reported?  A.  Be- 
cause I  was  not  making  the  report. 

Q.  And  you  thought  that  as  chief  deputy  you  cou.ld  not  get 
that  word  to  the  superintendent?  A.  Well,  my  impression  is  that 
all  of  these  things  were  talked  over  casually  -^th  the  superin- 
tendent. 

Q.  With  Superintendent  Payn?  A.  I  don't  recollect  that  I  told 
him  specifically  that. 

Q.  N"ow,  you  do  not  trust  to  reporting  the  results  of  examina- 
tions through  oral  interviews,  do  you?    A.  Oh,  no. 

Q.  That  is  not  the  practice  of  your  department?    A.  No. 

Q.  You  make  formal  reports?     A.  Yes. 

Q.  And  these  formal  reports  are,  in  the  nature  of  things,  relied 
upon  by  the  superintendent  in  making  his  report?    A.  Yes. 

Q.  They  are  served  upon  the  companies  and  are  used  as  a  basis 
at  the  hearings  for  criticisms  which  may  be  made?    A.  Yes. 

Q.  And  you  realized  that  it  was  important  that  these  reports 
should  be  comprehensive  and  complete?  A.  We  tried  to  make 
them  so  whenever  we  thought  it  was  necessary. 

Q.  Did  you  examine  Mr.  Burnham  as  to  anything  else?  A.  I 
say  there  were  several  things  covered  by  that  examination..  I  can- 
not recollect  them. 

Q.  Did  you  recollect  anything  else?  A.  The  Broekway  mat- 
ter, and  I  think  we  also  asked  him  about  some  other  matter,  in- 
cidentally. By  the  way,  I  want  to  say  right  here  that  a  copy  of. 
that  examination  was  furnished  Mr.  Broekway. 

Q.  Tumished  to  Mr.  Broclway?    A.  Yes,  at  his  request. 

Q.  Was  it  furnished  to  the  superintendent?  A.  I  do  not  recall 
what  was  done  with  that  copy.  I  presume  up  until  recently  that 
it  was  in  the  papers  that  were  on  file  in  the  department. 

Q.  Do  you  recall  any  other  matter  that  you  examined  Mr.  Bum- 
ham  about?    A.  ISTo,  not  specifically. 

Q.  Did  you  put  anybody  else  on  oath?  A.  ISTo,  not  to  my 
recollection. 

Q.  Did  you  call  for  those  that  had  made  the  charges  and  make 
them  testify  under  oath  as. to  what  they  had  said,  or  rather  the 
basis  for  what  they  had  said?    A.  Whom  do  you  refer  to? 

Q.  Well,  there  were  Mr.  Wells  and  Mr.  Stevenson,  and  some 
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others.    A.  I  do  not  recollect  Hr.  Stevenson.    Mr.  "Wells,  I  recol- 
lect, and  Mr.  Moss. 

Q.  Was  Mr.  Moss  examined?    A.  !N"o. 

Q.  Was  Mr.  Wells  examined?     A.  ISTo. 

Q.  Did  you  examine  anyone  besides  Mr.  Bumham?    A.  !N"o. 

Q.  And  you  limited  his  examination  to  three  typewritten  pages? 
A.  I  think  it  was  ahout  that. 

.Q.  Did  you  profess  to  be  really  examining  those  charges?  A. 
"We  not  only  professed  to  be  examining  them,  but,  in  fact,  they 
were  examined. 

Q.  Why  did  not  you  report  on -them?    A.  I  could  not  tell  you. 

Q.  You  had  the  charges  here,  and  I  believe  they  were  delivered 
to  the  committee?  A.  Yes,  we  have  them  here,  that  is,  some  of 
them;  or,  rather,  the  statement  of  Mr.  Wells. 

Q.  Did  you  have  an  affidavit  from  Mr.  Wells?    A.  About  what? 

Q.  In  regard  to  the  charges?  A.  I  do  not  recall  any  affidavit, 
I  do  not  recall  that  Mr.  Wells'  statement  of  charges  were  sworn 
to. 

Q.  Did  you  at  your  office  ever  examine  into  any  actuarial 
matters?    A.  !N"o,  sir. 

Q.  That  is,  did  yeu  inquire  into  the  manner  in  which  dividends 
were  calculated?     A.  No. 

Q.  Or  the  times  and  manner  in  which  surplus  was  distributed? 
A.  No,  sir. 

Q.  AH  the  actuarial  matters  were  attended  to  at  Albany  ?  A. 
Yes,  sir. 

Q.  Did  you  examine  securities,  that  is  to  say  the  class  and 
character  of  securities  reported  by  companies?    A.  By  companies? 

Q.  Yes.    A.  In  the  course  of  an  examination  whenever 

Q.  But  not  outside  of  that  ?    A.  No. 

Q.  We  find,  for  example,  in  the  case  of  the  Metropolitan  se- 
curities on  December  31st,  1904.  Here  are  certain  securities  of 
the  Pope  Manufacturing  Company,  par  value  $250,000,  market 
value  $247,500.  Has  that  schedule  been  referred  to  you,  that 
is  to  your  office?    A.  1904? 

Q.  Yes.    A.  No,  sir. 

Q.  So  that  the  propriety  of  that  inclusion  has  not  been  brought 
to  the  attention  of  the  New  York  office?    A.  No,  sir. 

Q.  And  whether  or  not  the  securities  mentioned  in  that  list 
have  any -such  market  value  is  a  matter  that  so  far  as  you  know 
+bfi  department  has  never  looked  into?    A.  Yes,  sir. 
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Q.  It  turns  "out  that  that  valuation  is  based  upon  a  guaranty. 
Is  it  the  practice  of  the  department  to  accept  guaranties  as  a 
support  for  values  of  securities?    A.  I  think  not. 

Q.  Now,  is, there  any  annual  statement  of  December  31st,  1904, 
of  any  company  which  has  its  principal  office  in  New  York  City 
that  has  been  referred  to  the  New  York  office  for  examination? 
A.  No,  sir.  And  in  that  connection,  if  you  will  permit  me  to 
say,  that  there  would  have  hardly  been  any  room  to  make  any 

examination  if  it  had  been  referred We  have  been  pretty 

busy  since  January,  1905. 

Q.  Yes.  But  they  have  not  had  an  opportunity  to  test  your 
capacity,  or  at  least  they  have  not  tested  it  ?  A.  Not  in  that  direc- 
tion. 

Q.  How  many  have  you  on  your  stalBF  in  the  New  York  office  ? 
A.  We  are  limited  to  thirteen  by  statute.  I  belieye  the  number  is 
full,   of  examiners. 

Q.  We  have  learned  from  the  testimony  of  other  witnesses  that 
these  annual  statements  when  they  come  in  go  to  the  Statistician 
at  Albany.  I  should  infer  that  if  a  question  is  not  referred  to  the 
New  York  office  or  an  examination  is  not  about  to  be  made,  that 
is  the  only  examination  that  the  statement  is  subject  to,  is  that 
your  understanding?  A.  I  cannot  state  what  the  practice  of  the 
Department  at  Albany  is. 

Q.  So  far  as  you  know?    A.  I  do  not  know  what  it  is. 
Q.  You  add  hereto  what  you  have  as  to  the  New  York  office? 
A.  Yes. 

Q.  So  that  these  statements  that  are  included  in  the  report  of 
the  Superintendent  and  submitted  to  the  Legislature  annually  are 
the  statements  as  they  come  in  from  the  companies  without  criti- 
cism or  analysis  ?    A.  Not  to  my I  could  not  answer  that. 

Q.  So  far  as  you  know  ?  A.  So  far  as  I  know,  and  I  don't  know 
anything  about  it. 

Q.  Well,  you  know  that  you  do  not  subject  them  to  any?  ,A.  I 
do  know  that. 

Q.  Do  you  examine  the  New  York  Life  or  did  you  have  charge 
of  the  New  York  Life's  examination  in  1899  ?  A.  I  must  have; 
I  was  here  in  1897. 

Q.  What  part  did  you  take  in  that  examination  ?  A.  No  spe- 
dfic  part  at  all.    My  office  duties  kept  me  pretty  well  occupied. 

Q.  What  are  your  office  duties  ?  A.  Covering  all  matters  sent 
!iere  by  the  Department,  as  I  said  before. 
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Q.  Well,  what  are  they  practically  ?  A.  Well,  the  records  of  the 
Department  -^ould  be  the  best  evidence  of  that. 

Q.  With  regard  to  life  companies  ?  A.  Not  anything  except  in 
the  course  of  examination  of  life  companies,  except  some  special 
information  is  asked  for. 

Q.  Have  you  had  anything  referred  to  you  in  connection  with 
the  New  York  Life  apart  from  the  examinations  of  1899  and 
1904?  A.  Not  that  I  recall,  unless  it  was  an  appraisal  of  their 
real  estate  and  mortgage  holdings  for  a  certain  period. 

Q.  Apart  from  that,  during  the  eight  years  that  you  have  been 
connected  with  the  Department  you  have  had  no  inquiries  sxibmit- 
ted  to  you  as  to  the  New  York  Life  ?    A.  Not  to  my  knowledge,  no. 

Q.  Have  you  had  any  inquiries  submitted  to'you  by  the  Albany 
office,  or  have  you  made  any  examination  of  the  affairs  of  any 
other  of  the  insurance  companies  doing  business  in  the  City  of 
New  York,  except  in  connection  with  the  examination  stated  on 
this  table,  Exhibit  828  ?  A.  I  do  not  know  what  is  there  stated. 
I  have  not  seen  it. 

Q.  (Handing  paper.)  That  is  a  statement  of  the  examination. 
I  want  to  know  whether,  apart  from  those,  you  recall  making  any 
examination  of  any  particular  matter  in  connection  with  any  of 
those  companies  ?  A.  Well,  I  could  not  say,  Mr.  Hughes,  without 
examining  it,  but  I  presume  that  if  this  is  a  Department  record  it 
is  made  up  from  the  record  of  that  office 

Q.  Yes.  I  am  not  referring  to  the  examinations  you  have 
described,  the  full  examinations  made  from  time  to  time,  but  I 
want  to  know  whether  you  recall  any  matters  suggested  by  their 
annual  statement  or  referred  to  you  by  the  Albany  office  which 
you  have  looked  into?  A.  I  do  not  recollect  anything  now.  The 
records  of  the  office  would  show  whether  anything  was  done  in  that 
direction. 

Q.  Does  the  record  show  completely  what  is  done  in  connection 
with  all  companies?    A.  Yes,  sir,  the  correspondence  of  the  office- 
will  show. 

Q.  What  sort  of  a  record  do  you  keep,  showing  your  action  in 
regard  to  the  companies?    A.  The  correspondence  record,  that  is 

all. 

Q.  Do  you  mean  the  letter  books?  A.  Yes,  and  th&  files  of  all 
— copies  of  all  important  reports  made  in  connection  with  any  in- 
quiry made  from  the  Albany  office. 

Q.  You  mean  copies  of  the  reports  made  of  the  examinations? 
A.  Yes,  and  largely  on  special  inquiries. 
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Q.  Do  you  keep  a  record  of  special  inquiries  outside  of  your 

letter  books?    A.  No,  sir. 

Q.  Then  by  examining  the  records  of  your  office  you  mean  go- 
ing through  the  letter  books  to  see  if  you  have  taken  up  any  par- 
ticular matter?    A.  Yes. 

Q.  Have  you  had  any  inquiry  into  the  life  Association  of  Amer- 
ica, apart  from  the  examination  referred  to?  A.  Kecent  examina- 
tion? 

Q.  Yes.    A.  Not  that  I  recall. 

Q.  Do  you  ever  send  to  any  of  the  companies  to  require  a  sub- 
mission to  you  of  the  circulars  that  they  issue,  or  the  advertise- 
roents  that  they  insert?    A.  'No,  sir. 

Q.  Has  that  ever  been  required  of  you  by  the  department?    A. 

KOySlT. 

Q.  Do  you  ever  insist  upon  an  examination  of  policies,  forms  of 
policies?  A.  My  understanding  is  that  in  the  examination,  of  the 
corporations,  the  examinations  of  the  forms  of  policies  is  gone  into 
by  the  examiner. 

Q.  You  mean  in  connection  with  the  examinations  which  are 
made  at  intervals  of  years?    A.  Yes. 

Q.  The  general  and  full  examination?    A.  Yes, 

Q.  Apart  from  that,  do  you  ever  call  for  forms  of  policies?  A. 
At  this  oiHce? 

Q.  Yes.    A.  No,  sir. 

MR.  HUGHES:    That  is  all." 

THE  AVITNESS:  Just  a  word.  If  you  will  permit  me.  The 
New  York  office  was  established,  as  I  understand  it,  for  conven- 
ionce,  not  only  of  the  insurance  companies,  but  for  the  Insurance 
Department,  for  the  expedition  of  the  busiaess  and  as  a  matter  of 
economy.  Previous  to  its  establishment,  I  understand,  the  force 
was  kept  in  Albany,  and  whenever  it  was  necessary,  they  were 
brought  down  here  to  make  examinations  and  taken  back.  We 
have  a  regularly  established  branch  here  with  all  the  records  made 
since  it  was  established.  I  get  nothing  here  except  what  I  am 
ordered  from  the  Albany  Department. 

Q.  You  have  made  that  very  clear.  In  other  words,  you  do  not 
act  on  your  own  initiative  ?     A.  No,  sir. 

Q.  You  act  under  orders  ?     A.  Yes. 

Q.  You  do  not  do  anything  except  matters  are  referred  to  you, 
and  in  connection  with  life  insurance  companies  you  do  not  recol- 
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lect  what  has  been  referred  to  you  outside  of  the  general  examina- 
tions shown  by  the  list?    A.  Not  now. 

ME.  HUGHES :  I  will  offer  and  read  in  evidence  a  letter  ad- 
dressed to  Dr.  Horace  E.  Powell  by  the  Medical'  Director  of  the 
Equitable — ^under  date  of  December  7th,  1903. 

(Paper  admitted  and  marked  Exhibit  No.  862.) 

Mr.  Hughes  then  read  Exhibit  No.  862. 

Q.  Did  you  know  Dr.  Horace  E.  Powell?     A.  Tes,  sir. 

Q.  What  were  your  relations  with  him  ?     A.  When  ? 

Q.  1903?     A.  Apparently  friendly. 

Q.  And  actually  what?  A.  Well,  I  could  not  answer  that. 
He  pretended  to  be  a  friend  of  mine  in  1903,  and  I  had  every 
reason  to  believe  he  was. 

Q.  In  what  way  did  you  come  in  contact  with  him?  A.  Oh, 
he  lives  where  I  do. 

Q.  Where  is  that?     A.  Poughkeepsie. 

Q.  Was  he  in  politics?     A.  He  thought  so. 

Q.  Were  you?     A.  Tes. 

Q.  Were  you  political  friends,  or A.  Well,  he  was  tem- 
porarily a  political  friend  of  mine. 

Q.  When  did  he  cea^e  to  be  such  ?  A.  I  guess  it  is  about  the 
date  of  that  letter. 

Q.  About  the  time  he  was  discharged  from  the  Equitable  ?  A. 
Previous  to  that,  a  year  or  more.     Is  that  the  Equitable  letter  ? 

Q.  Yes,  this  is  the  letter  from  the  Medical  Director  of  the 
Equitable  to  Dr.  Powell,  that  he  had  been  dismissed.  Do  you  re- 
call the  fact  of  his  dismissal  ?  A.  Yes,  or  at  least  I  understood 
his  services  were  dispensed  with. 

Q.  Was  that  after  he  got  into  a  row  with  you  ?  A.  He,  never 
got  into  any  row  with  me. 

Q;  Well,  what  happened?  A.  Well,  he  undertook  to  make  a 
row  with  me,  but  I  did  not;; 

Q.  You  would  not  have  it?     A.  No. 

Q.  It  took  two  to  make  a  quarrel  and  you  would  not  quarrel? 
A.  Yes.     I  would  not  quarrel  with  him,  anyway. 

Q.  Why  not  ?     A.  Because  he  was  not  in  my  class. 

Q.  Were  you  on  opposite  sides?  What  was  the  difBculty? 
A.  Well,  I  think  I  was  instrumental  in  getting  the  doctor  at- 


4536  Legislative  Insurance  Investigation. 

tached  to  the  medical  staff  of  some  corporation  down  here,  at  his 
personal  request.  I  don't  recollect  now  whether  it  was  tlie 
Equitable  or  the  Mutual  Life,  in  the  examination  of  whatever 
applications  for  insurance  they  had  up  there  in  that  city;  iind  I 
was  instrumental  in  helping  him  in  a  good  many  other  ways  to 
satisfy  his  ambitions  that,  of  course,  fhis  committee  cares  noth- 
ing about.  He  was  struck  all  of  a .  sudden  with  what  is  called 
political  paresis — it  is  known  as  the  big  head — and  he  thought  it 
was  a  proper  thing  for  him  to  do  in  the  discharge  of  his  profes- 
sion to  abuse  me  personally.  If  you  will  pardon  me  right  there, 
the  doctor  was  a  candidate  for  Mayor  of  our  city,  and  his  ciindi- 
dacy  did  not  meet  with  that  approval  that  he  thought  probably  it 
ought  to  meet  with ;  and  further  than  that — I  do  not  wish  to  niake 
this  tedious,  yOu  know,  but  it  is  air  explanatory  of  this  letter 

Q.  Yes?  A.  We  amended  our  chstrter  in  the  city  of  Pough- 
keepsie  a  few  years  ago  and  changed  the  method  of  appointing  the 
Board  of  Education.  The  doctor  was  a  member  of  that  hoard,  and 
in  its  reorganization  we  left  him  off  for  good  and  sufficient  reasons, 
and  leaving  him  off  met  with  general  approval  of  everybody  irre- 
spective of  party.  That  was  the  source  of  the  doctor's  grievance  in 
connection  with  his  disappointment  in  not  being  nominated  for 
Mayor. 

Q.  When  was  that  ?  A.  Oh,  within  a  year  or  more  previous  to 
that.  And  he  stumbled  around  town  there  for  a  long  time  until 
it  became  annoying  to  me.  And  I  think  I  went  to  some  officer  of 
this  corporation  and  told  them  that  I  did  not  come  there  in  an 
official  capacity,  but  I  came  there  personally  to  ask  them  if  they 
thought  it  was  the  proper  thing  to  have  a  man  of  that  capacity  and 
that  character  representing  them  in  their  corporation.  I  put  the 
whole  case  right  up  to  them. 

Q.  And  they  agreed  that  he  should  go  ?  A.  And  they  agreed 
that  he  should  go.  N'ow,  if  that  is  to  be  construed  in  the  nature 
of  a  formal  request  for  his  discharge  I  am  willing  it  should  go  oil 
the  record  that  way, 

JOHlSr  J.  MEERILL,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows:  - 

BY  MR.  HUGHES: 

Q.  Mr.  Merrill,  you  are  connected  with  the  Comptroller's  office? 
A.  I  am. 
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Q.  In  what  capacity  ?     A.  Corporation  tax  clerk. 

Q.  How  long  have  you  been  a  corporation  tax  clerk  ?  A.  Nearly 
12  years. 

Q.  Do  you  remember  the  litigation  over  the  question  whether 
Chapter  118  of  the  Laws  of  1901  permitted  tax  upon  premiums 
upon  contracts  written  prior  to  the  date  that  law  took  efEect?  A.  I 
remember  that  we  so  construed  the  law  in  the  office,  yes,  sir. 

Q.  When  the  act  of  1901  providing  for  a  tax  on  premiums  went 
into  operationj  the  Comptroller's  office  construed  it  to  be  retroact- 
ive?    A.  Yes,  sir. 

Q.  And  to  apply  to  premiums  on  policies  previously  written  ? 
A.  And  collected  during  the  year  1901,  yes,  sir. 

Q.  And  collected  during  the  year  1901.  And  you  laid  the  tax 
accordingly?     A.  Yes. 

Q.  Did  you  take  an  opinion  from  the  Attorney-General  upon 
that  point  ?     A.  No,  sir. 

Q.  That  was  a  departmental  matter  ?     A.  Yes,  sir. 

Q.  Were  applications  made  by  insuranore  companies  for  a  remis- 
sion of  that  tax  ?    A.  Yes,  sir. 

Q.  What  companies,  if  you  recall  them,  raised  the  question? 
A.  In  the  iirst  place  the  question  was  raised  primarily  with  rela- 
tion to  the  Provident  Savings  Life  Assurance  Society. 

Q.  Who  raised  it  in  behalf  of  the  Provident  Savings?  A.  Mr. 
McCall. 

Q.  Edward  E.  McCall?    A.  Yes,  sir. 

Q.  Did  he  file  a  petition  for  a  review  of  the  assessment?  A. 
He  did. 

Q.  With  the  department?     A.  Yes. 

Q.  And  what  action  did  the  department  take  upon  it?  A. 
They  denied  the  application. 

Q.  What  other  companies  brought  it  up?  A.  The  Equitable 
— do  you  mean  the  domestic  companies? 

Q.  Yes,  I  am  speaking  now  entirely  of  domestic  companies. 
A.  The  Eqiiitable,  the  Manhattan,  the  Metropolitan,  Mutual  Life, 
the  Mutual  Reserve— I  beg  your  pardon,  not  at  that  time,  the 
New  York  Life,  the  Connecticut  Mutual,  that  is  a  foreign  corpo- 
ration.    That  was  all  the  domestic  companies  at  that  time. 

Q.  Who  appeared  for  those  companies?     A.  Mr.  McCall. 

Q.  And  filed  the  petitions  ?     A.  Yes,  in  each  case. 

Q.  And  all  of  the ' petitions  were  denied?  A.  Yes— no,  I  beg 
pardon,  it  was  denied  only  with'relation  to  the  one  company  and 
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an  agreement  that  they  should  all  abide  the  event  of  the  Provident 
Savings,  as  the  same  question  was  involved  in  each  of  the  cases. 

Q.  Then  the  matter  was  taken  to  the  Supreme  Court  by  cer- 
tiorari?    A.  Yes. 

Q.  And  the  result  through  the  Appellate  Division  was  what? 
A.  The  affirmance  of  the  Comptroller's  decision. 

Q.'  And  finally  that  was  reversed  by  the  Court  of  Appeals?  A. 
It  was. 

Q.  Do  you  know  Mr.  Andrew  Hamilton?  A.  I  know  him  by 
sight. 

Q.  Have  you  ever  met  him?     A.   Yes,  sir. 

"Q.  Has  he  ever  come  to  the  office  with  regard  to  these  tax 
matters  ?     A.  Yes,  sir,  two  or  three,  possibly  four  times. 

Q.  How  many  domestic  insurance  companies  did  he  finally 
represent,  for  I  understand  he  succeeded  Mr.  McOall  in  represent- 
ing those  you  have  named,?     A.  He  did. 

Q.  If  you  will,  give  a  statement  of  all  the  domestic  insurance 
companies  that  Mr.  Andrew  Hamilton  represented?  A.  The 
Equitable  Life  Assurance  Society — here  is  one  that  I  do  not  know 
whether  it  is  foreign  or  domestic,  the  Germania  Life,  but  that 
was  not  in  at  that  time. 

Q.  Yes.  A.  The  Manhattan  Life  Insurance  Company,  the 
Metropolitan  Life  Insurance  Company,  the  Mutual  Life  Insur- 
ance Company,  the  New  York  Life  Insurance  Company,  the  Prov- 
ident Savings  Life  Assurance  Society.  Now  the  United  States 
Life  Insurance  Company,  I  don't  know  whether  it  is  foreign  or 
domestic. 

Q.,  That  is  domestic.  Did  he  represent  that?  A.  Yes,  sir,  but 
that  was  not  in  the  original  applications,  there  are  some  others, 
however. 

Q.  Well,  did  he  subsequently  represent  that?  A.  Yes,  and 
some  others. 

Q.  What  others  did  he  represent  of  domestic  companies?  A. 
Well,  it  is  the  Home  Life,  I  think,  is  that  a  domestic  company? 

Q.  Yes.  A.  And  the  Manhattan  and  the  Mutual  Eeserve  Life 
Insurance  Companies.     That  is  all. 

Q.  Those  are  the  companies  he  represented?  A.  That  is  do- 
mestic companies. 

Q.  Domestic  companies  he  represented?    A.  Yes,  sir. 

Q.  Now,  I  will  ask  you  to  state  upon  the  record  the  amount 
credited  or  allowed  as  a  rebate  to  those  insurance  companies  rep- 
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resented  by  Mr.  Hamilton  pursuant  to  the  decision  in  the  Provi- 
dent Savings  Life  Assurance  Society  against  Miller?  A.  Foreign 
and  domestic  both? 

Q.  No,  simply  the  domestic.  State  the  amount  credited  or  re- 
bated. A.  The  Equitable  Life  Assurance  Society  recovered  taxes 
of — the  entire  amount  of  taxes  of  1901,  a  portion  of  1902,  and 
a  portion  of  1903.  The  amount  credited  them  under  this  decision 
was: 

Principal $259,598.95 

To  which  there  was  added  interest  from  the  date  of 

payment  to  the  date  of  final  adjustment 21,9Y'#.ll 


Total $281,573.06x 

The  Home  Life  Insurance  Company  Taxes  of  1903, 

only $2,391.54 

Interest 149.48 


$2,541.22 

The  Manhattan   Life  Insurance  Company  Taxes   of 

1903,  only $3,317.76 

No  interest. 

The  Metropolitan  Life  Insurance  Company  Taxes  of 

1901,  1902  and  1903 $229,864.80 

Interest 19,986.12 


Total $249,850.92 

Mutual  Life  Insurance  Corapany  Taxes  of  1901, 1902, 

and  1903 $200,696.68 

Interest 16,000.32 


Total $216,697.00 

Mutual  Keserve  Life  Insurance  -Company,  1903,  Taxes 

only $4,742.48 

[nterest •  •  •  •  • •  •  •  294.43 


Total .' ••■ $5,036.91 
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New  York  Life  Insurance  Company  Taxes  of  1901, 

1902  and  1903 $252,810.08 

Interest 19,893.19 

Total $272,703.27 

Provident  Savings  Life  Assurance  Society*  Taxes  of 

1901,  1902  and  1903 $13,235.50 

Interest. ■. 1,197.97 

Total $14,433.47 

Umted  State  Life  Insurance  Company  Taxes  of  1903,      ' 

only $2,6.51.40 

Interest 158 .  66 

Total $2,810'.  05 

Q.  In  each  case  you  have  given  the  amount  of  the  rebates 
due  to  the  decision?     A.  I  have. 

Q.  You  have  referred  in  some  cases  to  taxes  of  1903,  only. 
How  did  it  happen  that  taxes  of  1901  and  1902  were  not  in- 
cluded in  the  case  of  those  companies?  A.  Because  the  ap- 
plications were  not  filed  until  after  the  short  statute  of  limita- 
tions, provided  in  Article  9  of  the 'Tax  Law  had  already  run 
against  the  power  of  the  Comptroller  to  reopen  and  revise  such 
accounts. 

Q.  Did  Mr.  Hamilton  subsequently  appear  for  foreign  insur- 
ance companies?     A.  He  did. 

Q.  At  what  time?  A.  Well  I  think,  JVIr.  Hughes,  that  Mr. 
McCall  appeared  for  the  Connecticut  Mutual  at  the  same  time 
-when  the  applications  were  made  for  the  domestic  companies 
as  the  decision  permitted  a  recovery  for  1901,  1902  and  1903. 
That  seems  to  be  the  only  case  where  a  foreign  corporation 
covered  more  than  one  year.  Later  on,  and  after  Mr.  Hamilton 
came  into  the  case,  an  application  was  made  for  certain  othe'r 
foreign  life  insurance  companies  which  must  have  been  filed 
before  March  1,  1905.  I  am  -unable  to  give  you  the  exact 
date.     I  will  get  it  for  you  if  you  want  it. 

Q.  "Well,  it 'was  after  the  decision  of  the  Court  of  Appeals 
in  the  Provident  Savings  case?     A.  Yes,  I  think  it  was. 

Q.  Did  you  refer  the  matter  to  the  Attorney-General  to  ascer- 
tain whether  under  the  decision  in  the  Providient  Savings  case  it 
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was  proper  to  allow  a  rebate  to  a  foreign  insurance  company?  A, 
The  State  Comptroller  referred  it,  yes,  sir. 

Q.  (Handing  paper.)  And  this  is  the  letter  of  reference  and 
the  reply  of  the  Attorney-General?  A.  These  are  copies  of  the 
same,   yes,   sir. 

Q.  Was  that  done  at  Mr.  Hamilton's  request?    A.  No,  sir, 

Q.  Or  after  these  applications  came  in?     A.  JSTo,  sir. 

Q.  Had  the  matter  of  allowances  to  the  foreign  companies  come 
up  before  he  had  filed  his  application  for  rebates?  A.  No,  sir, 
except  in  the  case  of  the  Connecticut  Mutual.    It  had  in  that  case. 

Q.  Had  he  represented  them  originally,  or  Mr.  McCall  orig- 
inally?   A.  Mr.  McCall. 

Q.  And  succeeded  by  Mr.  Hamilton?     A.  Yes,  I  think  so. 

Q.  Who  brought  the  matter  to  the  attention  of  the  department 
after  the  decision  of  the  Court  of  Appeals?    A.  Mr.  Hamilton. 

Q.  And  then  it  was  referred  to  the  Attorney-General?  A. 
With  relation  to  the  foreign  companies,  yes,  -sir. 

ME.  HUGHES:  I  oflFer  those  in  evidence. 

(Papers  marked  Exhibits   863  and   864.) 

THE  WITNESS:  If  you  want  an  explanation  of _ that  I  can 
give  it. 

Q.  Yes.  A.  There  was  some  question  in  my  mind  as  to  whether 
the  decision  in  the  case  of  the  domestic  companies  covered  that 
of  the  foreign  companies,  based  principally  upon  the  ground  that 
as  I  understood  the  matter  foreign  companies  had  to  take  out  an 
annual — obtain  an  annual  permit  to  do  business  here,  and  it  was 
on  that  ground  that  the  question  was  submitted  to  the  Attorney- 
General  after  my  conversation  with  the  Comptroller  in,  which  I 
called  that  matter  to  his  attention. 

Exhibits  863  and  864  read  by  Mr.  Hughes. 

Q.  Will  you  state  the  amount  credited  or  rebated  to  foreign 
insurance  companies  represented  by  Mr.  Hamilton?  A.  The 
Aetna  Life  Insurance  Company,  tax  of  1903,  $8,202.96;  interest, 
$516.86;  total,  $8,819.82.  Connecticut  General  Life  Insurance 
Company,  tax  of  1903,  $1,372.63;  interest,  $82.59;  total, 
$1,435.22.     Connecticut  Mutual  Life  Insurance  Company,  taxes 
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of  1901,  1902  and  1903,  $32,178.45;  interest,  $3,753.11;  total, 
$35,931.56.    The  Germania,  I  think,  is  one 

Q.  The  Germania  is  a  domestic  company  and  should  have  teen 
included  in  the  other  list.  You  might  mention  it.  A.  The  Ger- 
mania should  have  been  included  In  the  other  list.  Taxes  of  1903, 
only  $2,619.19 ;  interest,  $157.16 ;  total,  $2,776.34.  Foreign,  John 
Hancock  Mutual  Life  Insurance  Company,  taxes  of  1903,  $27,- 
975.96;  interest,  $1,628.97;  total,  $29,604.93.  Home  Life  In- 
surance Company 

Q.  That  is  a  domestio  company  ?  A.  Yes.  !N'orthwestern  Mutual 
Life  Insurance  Company,  taxes  of  1903  only,  $25,226.61;  inter- 
est, $1,522.02;  total,  $'26,748.63,  Phenix  Mutual  Life  Insurance 
Company,  tax  of  1903,  $3,395.89;  interest,  $204.60;  total, 
$3,600.49.  Travellers'  Insurance  Company,  Life  Department, 
1903  only,  $4,544.80;  interest,  $274.12;  total,  $4,818.92. 

Q.  Do  you  know  v^hether  Mr.  Hamilton  was  representing  these 
companies  in  procuring  rebates  in  other  States  under  reciprocal 
laws  ?    A.  I  do  not. 

Q.  Do  you  know  what  his  arrangement  was  with  these  com- 
panies you  have  mentioned  for  compensation  ?  A.  Only  as  I  have 
read  the  proceedings  of  this  investigation. 

GEOEGE  G.  HAVEN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Haven,  how  long  have  you  been  a  trustee  of  the  Mutual 
Life  Insurance  Company?  A.  I  think  either  eleven  or  twelve 
years,  I  think,  sir,  I  am  not  sure. 

Q.  Of  what  committees  have  you  been  a  member?  A.  I  have 
been  a  member  of  the  Finance  Committee  and  the  Insurance  Com- 
mittee.   I  think  that  is  all. 

Q.  How  long  have  you  been  a  member  of  the  Finance  Commit- 
tee ?  A.  I  think  I  was  put  on  it  within  two  or  three  years  after  I 
first  went  into  the  company. 

Q.  And  have  served  continuously  since?     A.  Yes. 

Q.  Were  you  ever  a  member  of  any  sub-committee  of  the 
Finance  Committee?    A.  Yes. 

Q.  Of  what  sub-committee?  A.  I  was  a  member  of  the  sub- 
committee that  meets  twice  a  week  to  look  over  the  securities 
offered  by  the  different  parties  to  the  company. 
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Q.  "Who  are  the  members  of  that  sub-committee?  A.  The 
present  members  are  Mr.  Iselin — the  president  and  the  treasurer, 
Mr.  Iselin  and  Mr.  Jarvie,  as  representing  Mr.  Juilliard,  who 
is  away.  Mr.  Juilliard  is  on  the  committee,  but  in  his  absence 
Mr.  Jarvie  represents  him. 

Q.  Has  the  membership  of  the  sub-committee  changed  recently? 
A.  Only  to  the  extent  that  in  the  departure  of  Mr.  Juilliard 
Mr.  Jarvie  has  taken  his  place.  I  think  that  took  place  ia  Sep- 
tember, if  I  remember  right. 

Q.  Have  you  ever  been  a  member  of  any  committee  appointed 
to  fix  the  salaries  of  executive  officers?  A.  I  am  obliged  to  you 
for  asking  me  that.  I  did  not  know  I  was  until  they  brought 
it  out  in  this  investigation.  I  acted  as  the  substitute  for  a  gentle- 
man in  Europe  in  fixing  the  salary  and  changing  the  salary  of 
the  general  manager. 

Q.  When  was  that?  A.  My  recollection  is  that  it  was  about 
two  years  ago  last  July  that  it  was  first  fixed,  and  about  a  year 
afterwards  that  the  salary  was  changed. 

Q.  Who  acted  with  you  on  that  committee?  A.  I  think  it  was 
Mr.  Juilliard.  My  recollection  of  the  first  meeting  is  pretty  clear, 
for  I  have  seen  a  minute.  The  minute  of  the  second  meeting 
I  have  not  seen.  The  first  minute  states  that  Mr.  Haven  acted  for 
Mr.  George  Baker,  who  was  abroad,  and  fixed  such  and  such  a 
salary.  The  second  time  it  was  changed  it  is  my  recollection  that 
I  acted  in  the  same  way,  but  I  am  not  positive,  for  I  have  not 
been  able  to  see  the  minutes. 

Q.  Were  Mr.  JuiUiard  and  yourseK,  or  Mr.  Juilliard  and  Mr. 
Baker  the  only  members  of  the  sub-committee?  A.  Oh,  no,  Mr. 
Iselin  was  a  member. 

Q.  I  am  speaking  of  the  Salary  Committee?  A,  I  think  the 
only  members  were  Mr.  Baker  and  Mr.  Juilliard,  so  far  as  I 
know. 

Q.  Were  they  specially  appointed  at  this  time,  or  did  they 
continue  for  a  longer  period?  A.  To  my  recollection  I  never 
heard  of  their  appointment.  I  think  they  were  on  that  before  I 
was  a  member  of  the  board;  I  am  not  swearing  positively  to 
that;  that  is  my  recollection. 

Q.  By  whom  were  they  appointed?  A.  Well,  sir,  that  is  more 
than  I  can  tell  you.    I  think  they  were  on  before  I  had  anything 

to  do  with  it. 

Q.  Did  not  the  board  appoint  its  committees  annually?     A. 
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The  Salary  Committee  I  had  never  heard  of  being  appointed  by 
the  board — ^not  to  my  recollection,  sir. 

Q.  Was  it  appointed  by  the  Finance  ^Committee?  A.  They 
showed  me  a  minute  of  the  Finance  Committee  after  I  asked  to 
have  the  testimony  you  brought  out  contradicted,  v^hich  stated 
that  in  July,  1904,  I  had  been  added  to  the  Salary  Committee, 
and  that  I  was  present  at  a  meeting.  I  can  only  answer  that  by 
saying  I  did  not  hear  it,  for  if  I  had.  known  it  I  should  have  re- 
signed. The  salary  I  knew  of  in-  the  company  up  to  the  time  you 
brought  out  was  the  salary  of  the  general  manager,  which  I 
have  already  told  you  I  acted  on  as  a  substitute.  I  had  decliend 
years  ago  when  it  was  suggested  by  one  of  the  Salary  Committee 
to  know  if  I  would  like  to  become  a  member,  I  declined —  I  felt 
it  would  be  a  very  disagreeable  position.  It  had  been  an  un- 
written law  in  the  life  company  since  I  had  been  there,  that  the 
salaries  were  fixed  by  a  committee,  and  that, it  was  not  to  be 
generally  knovra,  as  it  prevented  jealousies  between  parties  know- 
ing what  each  other's  salary  was. 

Q.  When  did  you  first  learn  of  the  appointment  of  the  Salary 
Committee  to  fix  the  salary  of  any  executive  officer?  A.  I  don't 
know  that  I  can  say,  except  the  time  I  was  asked  to  serve  in  fix- 
ing the  salary  of  the  general  manager. 

Q.  I  understood  you  to  say  that  it  had  been  the  practice  for 
some  time  to  have  salaries  fixed  by  a  committee.  When  did 
you  first  learn  of  that  practice?  A.  I  must  have  heard  it  a  good 
while  ago.  I  don't  remember  of  hearing  of  the  committee  being 
appointed. 

Q.  You  were  a  member  of  the  Finance  Committee.  Had  the 
Finance  Committee  ever  appointed  any  such  committee  on  sal- 
aries ?    A.  Not  to  my  recollection. 

Q.  Had  a:ny  other  committee  on  the  board  ever  appointed  any 
such  committee  so  far  as  you  know  ?  A.  As  far  as  I  remember  it 
tad  not,  sir. 

Q.  In  connection  with  the  information  you  received  as  to  the  : 
appointment  of  a  Committee  on  Salaries,  did  you  ever  endeavor 
to  ascertain  by  whom  that  committee  was  appointed  ?    A.  I  do  not 
think  I  ever  endeavored  to  ascertain  because  I  had  supposed  I 
knew. 

Q.  How  did  you  ^ What  did  you  think  you  knew  ?     A.  I 

thought  the  president  appointed  it. 
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Q.  You  thought  the  president  appointed  the  committee?  A. 
That  is  what  I  thought,  sir. 

Q.  Did  you  know  of  any  authority  in  the  by-laws  for  the  ap- 
pointment of  such  a  committee  by  the  president  ?  A.  I  think  if 
you  will  refer  to  the  by-laws  —  it  gave  me  that  impression  when 
I  looked  at  the  by-laws. 

Q.  That  he  had  power  to  appoint  a  comnjittee  to  fix  the  sal- 
aries of  the  executive  officers?  A.  I  so  read  the  by-laws.  1 
think  it  is  l^o.  36.  I  can  quote  it  from  memory,  but  I  may  not 
give  it  correctly. 

Q.  You  can  give  the  substance  of  what  you  recall.  A.  My 
recollection  is  it  says  somewhat  to  the  effect  that  it  shall  be  fixed 
by  a  committee  appointed  by  the  Finance  Committee  unles.s  ap- 
pointed by  the  president  or  other  authority.  I  do  not  want  to  be 
held  responsible  for  the  exact  wording  of  that. 

Q.  Did  you  suppose  the  committee  appointed  by  the  president 
did  the  fixing  of  the  president's  salary?  A.  I  am  quite  sure  that 
I  suppose  so,  yes,  sir. 

Q.  And  was  the  amount,  of  the  president's  salary  ever  brought 
before  the  board  ?  A.  I  never  heard  of  it  until  it  came  out  in 
your  examination.  After  you  were  in  session  here  a  gentleman 
told  me  that  he  heard  the  president's  salary  was  as  you  brought 
it  out.  I  told  him  I  thought  he  was  mistaken  and  he  afterwards 
came  and  told  me  he  had  verified  it,  and  that  it  was  so,  that  was 
a  few  days  before  you  brought  it  out  on  examination. 

Q.  With  the  information  that  you  now  possess  can  you  now 
tell  us  who  did  fix  Mr.  McCurdy's  salary  ?  A.  Well,  is  that  quite 
fair  for  me  to  say  ? 

Q.  Yes.  You  are  a  trustee  and  member  of  the  Knance  Com- 
mittee; we  would  like  to  know  who  fixed  his  salary.  A.  My 
opinion  and  impression  is  it  was  fixed  by  a  committee  consisting 
of  Mr.  Juilliard  and  Mr.  Bakar. 

Q.  It  was  not  fixed  by  any  committee  of  which  you  were  a 
member?     A.  Well,  no,  sir. 

Q.  That  is  apart  from  what  you  have  said  that  you  acted  as 
a  substitute  for  Mr.  Baker  in  connection  vsdth  the  salary  of  the 
general  manager?     A.  Yes,  sir  —  may  I  say  one  word? 

Q.  Certainly.  A.  When  I  heard  in  yDur  committee  report 
that  1  had  been  added  to  that  committee  I  applied  to  have  that 
contradicted  and  was  then  told  my  name  had  been  added  to  it  at 
a  certain  meeting  at  which  the  minutes  showed  I  was  present.    I 
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asked  why  I  had  not  been  notified,  and  was  told  that  they  had 
never  met  since  that  time.  In  that  way  it. never  came  to  my 
knowledge  until  yon  brought  it  out. 

Q.  Did  the.  Finance  Committee  never  endeavor  to  ascertain 
what  salaries  were  paid?  A.  To  my  knowledge  I  don't  think 
thsy  ever  did;  I  don't  know. 

Q.  Does  this  apply  also  to  the  salaries  of  executive  oifieers 
other  than  the  president?  A-  I  think  it  applies  to  all  the  sala- 
ries in  the  company. 

Q.  This  same  committee  fixed  all  salaries?  A.  I  so  under- 
stand it,  but  I  have  learned  since  that  a  few  years  ago  the  differ- 
ent departments  were  classified  as  to  salaries — the  details  I  can- 
not tell  you,  for  I  don't  know. 

Q.  But  so  far  as  the  executive  officers  were  concerned,  so  far 
as  you  understand  it,  they  were  fixed  by  this  Salary  Committee, 
which  did  not  report  either  to  any  committee  of  the  board  or  to 
the  board  itself?     A.  So  far  as  I  know  they  never  did. 

Q.  And  that  has  been  the  practice  for  many  years,  so  long  as 
you  were  there  ?     A.  Before  I  came  there. 

Q.  Are  you  a  -shareholder  of  the  Guaranty  Trust  Company? 
Ai  Oh,  yes. 

Q.  To  what  extent?    A.  I  think  one  hundred  shares. 

Q.  And  how  long  have  you  held  that?  A.  Since  it  was 
started. 

Q.  And  was  that  the  amount  you  originally  held?  A.  No,  I 
think  I  had  two  hundred.  I  cannot  tell  the  amount.  I  know 
I  gave  to  two  parties  fifty  and  twenty-five  out  of  mine,  at  the 
time  I  took  it,  and  at  the  price  I  took  it. 

Q.  So  that  your  holdings  of  the  Guaranty  Trust  Company 
since  its  organization  have  not  increased  but  diminished?  A. 
Yes,  sir. 

Q.  Are  you  a  stockholder  in  the  United  States  Mortgage  & 
Trust  Company?  A.  No,  sir.  I  at  one  time — I  have  to  answer 
you  from  recollection 

Q.  Certainly.  A.  I  think  I  had  fifty  shares  at  one  time  which 
I  sold  shortly  after.  I  was  never  a  director  and  never  had  any- 
thing to  do  with  a  mortgage  company.  I  know  nothing  what- 
ever about  that. 

Q.  You  are  a  director  in  the  Guaranty  Trust  Company?  A. 
Yes,  sir. 

Q.  Are  you  upon  any  committee  of  its  board?    A.  Oh,  yes,  I 
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am  on  the  Executive  Committee,  and  also  on  the  Committee  of 
Foreign  Affairs. 

Q.  Are  you  an  officer  of  the  Guaranty  Trust  Company?  A. 
No,  sir. 

->  Q.  Are  you  a  stockholder  in  the  Morristown  Trust  Company  ? 
A.  Yes,  sir,  I  have  got  ninety  shares,  I  think. 

Q.  Are  you  a  director  of  that  company  ?    A.  Yes,  sir. 

Q.  Officer?    A.  No,  sir. 

Q.  Are  you  a  director  of  the  National  Bank  of  Commerce? 
A.  Yes,  sir. 

Q.  You  are  a  stockholder  in  that  ?  A.  Yes,  sir.  Do  you  want 
the  amount? 

Q.  Yes.     A.  Five  hundred  shares. 

Q.  Are  you  a  director  of  the  Morton  Trust  Company?  A. 
Yes,  sir. 

Q.  To  what  extent  are  you  a  stockholder?  A.  I  have  either 
got  eighty  shares  or  a  hundreds  I  am  not  quite  sure  which. 
I  had  more,  and  let  some  of  it  go.  Before  you  leave  the  Trust 
Company,  may  I  have  one  word  to  say  ? 

Q.  Certainly.  Make  any  explanation  at  any  time  that  you 
desire  to  make.  A.  This  is  hardly  an  explanation.  I  know  both 
you  and  the  committee  want  the  correct  relations  between  the 
life  companies  and  the  trust  companies. 

Q.  Yes.  A.  I  have  looked  at  it  with  some  care,  and  in  regard 
to  the  Trust  Companies  where  I  have  an  interest,  where  I  know 
anything  about  it,  the  advantage  has  been  almost  entirely  in 
favor  of  the  life  company.  For  instance,  a  life  company  can  give 
little  or  no  business  to  a  trust  company  beyond  making  a  deposit 
in  the  Guaranty  Company  where  their  interest  is  the  largest,  they 
have  kept  an  average  deposit  —  they  have  kept  an  average  deposit 
amounting  to  about  4  per  cent,  of  the  total  deposit  of  the  Guar- 
anty Company,  and  as  against  that  they  have  participated  in  the 
earnings  of  the  Guaranty  Company  ta  the  extent  of  about  44 
per  cent.  In  the  Fifth  Avenue  Trust,  where  I  am  also  interested 
—  you  did  not  ask  me  —  they  have  kept  a  deposit  equivalent  to 
about  two  per  cent. —  their  average  deposit  is  perhaps  two  and  u 
balf  per  cent.,  and  they  have  participated  in  earnings  of  the  Fifth 
Avenue  to  the  extent  of  something  over  22  per  cent. 

In  the  Morton  Trust  Company  their  average  deposit  has  been 
only  one  per  cent,  of  the  total  deposit,  and  their  participation  in 
the  earnings  of  the  Morton  has  been  about  ten  per  cent. 
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Q.  I  suppose  a  good  many  participate  in  tlie  earnings  and 
make  no  deposit  at  all  ?    A.  "Well,  I  could  not  answer  for  others. 

Q.  Of  course,  the  earnings  are  distributed,  according  to  the 
stockholders'  interests?    A.  Yes,  entirely. 

Q.  And  your  point  is  that  the  earnings  they_  have  had  upon 
their  stockholding  interest  has  been  very  large  ?    A.  Very  large. 

Q.  And  disproportionate  as  compared  with  the  money  they 
allowed  to  be  on  deposit?  A.  I  am  not  finding-  fault,  but  I 
merely  wish  to  explain  that  so  far  as  the  impression  has  been 
given  that  the  Trust  Companies  lived  off  the  life  company  I 
think  you  will  find  it  was  exactly  the  other  way. 

Q.  They  had  a  very  vigorous  life  of  their  own,  your  point  is, 
which  to  some  extent  was  assisted  by  the  Mutual  Life  ?  A.  Yes, 
but  I  think  you  will  find  that  the  deposits  of  the  company,  the 
G-uaranty  Company  has  many  customers  whose  deposits  are  larger 
than  the  Life  Company's. 

Q.  How  does  the  Guaranty  pay  the  Mutual  on  its  deposits? 
A.  I  think  they  are  paying  two  and  a  half  per  cent. 

Q.  How  long  have  they  been  paying  two  per  cent. — two  and  a 
half  ?  A.  They  paid  them  two  per  cent,  during  last  Summer  when 
the  companies  were  not  getting  only 

Q.  They  paid  two  per  cent,  when  the  rates  of  money  were  high  ? 
A.  Yes,  sir,  I  have  no  doubt  of  it.  I  think  it  is  two  and  a  half 
now. 

Q.  Why  is  it  the  Mutiial  keeps  steady  deposits  with  the  Guar- 
anty Trust  Company,  isn't  it  of  value?  A.  Same  as  anybody 
else,  but  I  do  not  think  that  their  deposits  have  been  large  in 
proportion  to  the  stock  interests  they  hold  in  the  company. 

Q.  Without  comparing  it  with  the  stock  interest,  why  does  the 
Mutual  maintain  such  large  amounts  on  deposit  with  certain  com- 
panies in  which  it  is  interested  at  low  rates  of  interest  ?  A.  Well, 
sir,  I  can  only  answer  that  by  saying  they  have  a  large  amount  of 
money,  consider  it  proper  to  carry  a  large  cash  balance,  and  the 
rates  are  about  the  same  in  all  the  companies  they  keep  it  in. 

Q.  Undoubtedly;  that  has  appeared  from  the  evidence,  but  if 
you  have  anything  to  say  upon  that  question  I  should  be'glad  to 
have  you  say  it.  We  have  taken  a  good  deal  of  testimony  on  that 
point,  and  I  do  not  care  to  stop  on  it.  A.  I  have  nothing  more  to 
say  than  that  it  is  the  general  course  of  large  corporations  where 
ihey  had  accounts. 

Q.  General  practice  ?    A.  I  think  so. 


Testimony  of  Oeorge  G.  Haven,  4549 

Q.  To  leave  moneys,  a  large  balance  with  companies  in  wliicli 
they  were  interested  at  rates  for  long  periods  below  the  market 
"rates  for  money?  A.  I  do  not  think  their  rates  have  been  muct 
below  what  they  pay  other  people  —  at  least 

Q.  You  mean  other  people  of  the  same  class  ?    A.  Yes,  sir. 

Q.  I  suppose  they  have  had  about  the  samp  rates  from  the 
companies  in  which  they  were  interested.  Really,  wasn't  it  done 
to  give  the  companies  a  certain  amount  of  money  which  they 
could  depend  on  which  would  not  be  drawn  out  hastily  ?  A.  My 
answer  shows  how  little  value  that  is;  their  balances  have  been 
so  small  in  proportion  to  the  total  balances,  for  instance,  in  the 
Morton  Trust  Company  their  balance  has  been  about  five  hun- 
dred thousand  dollars,  and  the  Morton  Trust  Company  have  been 
maintaining  a  deposit  line  of  about  fifty  millions,  so  that  the  fact 
of  that  being  drawn  out  would  not  be  very  important. 

Q.  Why  do  you  leave  it  there  then,  at  a  low  rate  of  interest  — 
why  don't  you  j)ut  it  out  at  a  higher  rate,  making  more  money 
for  the  Mutual  Life  ?  A.  They  have  always  held  that  they  should 
have  a  certain  amount  of  cash  immediately  available.  They  have 
reduced  it  lately. 

Q.  How  much  have  they  reduced  it  ?    A.  I  think  less  than  half j 

Q.  Less  than  half  what  it  used  to  be?    A.  ISTot  more  than  half. 

Q.  IS'ot  more  than  half  what  it  has  been  for  many  years?  A, 
Well,  at  this  time. 

Q.  You  are  now  of  the  opinion  as  a  member  of  the  Finance 
Committee  you  can  get  along  without  about  half  the  amount  of 
cash  balances  you  formerly  had  ?  A.  You  will  excuse  my  differing 
from  you.     I  think  we  have  got  too  little  cash  on  hand. 

Q.  It  is  your  opinion  you  could  have  greatly  reduced  what  you 
formerly  carried?  '  A.  Might  have  carried  somewhat  less,  but  I 
think  it  is  too  little  now. 

Q.  Do  -you  recall  the  acquisition  by  a  number  of  gentlemen 
who  were  members  of  the  Finance  Committee  of  the  Mutual 
Life  of  a  thouasnd  shares  of  Lawyers'  Mortgage  Tiisnrancc  Com- 
I)any  in  May,  1901?  A.  Well,  Mr.  Hughes,  I  did  not  recall  that 
when  it  was  brought  to  my  attention  last  Friday  and  I  ii)!iriedi- 
ately, endeavored  to  post  myself  in  regard  to  it,  and  I  am  perfectly 
prepared,  I  think,  although  I  would  a  little  rather  you  had  called 
Mr.  Morge'nthau  because  he  is  a  little  more  familiar  with  the  mat- 
ter than  I  am,  but  as  far  as  my  recollection  goes  I  arn  prepared  to 
'answer  that  question.  As  I  remember  i!,  '.vas  in  iiay — five  years  i? 
a  good  while  to  be  very  acciirate  from  my  memory. 
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Q.  Four  years  aud  a  half?  A.  On  the  8th  of  May,  1901,  as  I 
remember  it,  Mr.  JuiUiard,  who  is  a  personal  friend  of  mine,  came 
to  my  office  and  stated  that  he  had  acquired  or  purchased  one 
thousand  shares  of  the  stock  of  the  Lawyers'  Mortgage  Company 
and  that  he  proposed  to  offer  that  to  some  of  our  mutual  friends 
and  that  he  asked  my  assistance  or  advice  as  to  who  to  offer  it  to. 
Now,  that  is  my  recollection.  I  never  to  my  recollection  knew  of 
the  company  before  he  came  in  that  day.  There  was  nothing  said 
or  suggested  regarding  offering  it  to  the  Mutual  Life  Company,  and 
as  far  as  I  can  remember  I  had  never  heard  of  the  company  be- 
fore. 

Q.  You  had  never  heard  of  the  Lawyers'  Mortgage  Company 
before  that?    A.  That  is  my  recollection;  no,  sir. 

Q.  Did  you  think  it  was  a  good  thing?  A.  Yes,  but  Mr. 
JuiUiard  is  a  very  prominent  real  estate  man  whose  opinion  in  real 
estate  matters — I  don't  know  as  you  know  him,  but  I  know  your 
associate  does — stands  very  high,  and  that  if  Mr.  JuiUiard  had  ad- 
vised me  it  wa's  a  good  investment  I  should  have  asked  no  one's 
opinion  or  advice. 

Q.  Even  as  a  member  of  the  Finance  Committee  of  the  Mutual? 
A.  Lf  he  s;tated  that  an  investment  was  a  very  good  one  I  should 
accept  his  statement  without  any  hesitation. 

Q.  What  did  Mr.  JuiUiard  say  to  you  in  regard  to  this  matter? 
A.  Well,  sir,  again  I  must  answer  from  recollection. 

Q.  Certainly.  A.  My  recollection  is  that  he  had  purchases,  and 
I  don't  remember  that  he  told  me  who  from.  I  have  heard  since 
who  he  bought  it  from.  But  I  don't  remember  his  telling  me  who 
from,  and  that  I  said  to  him,  "Very  well,  if  you  think  well  of  it 
I  should  like  to  have  some,"  and  his  reply  was  that  "I  will  give 
you  the  same  as  I  keep  for  myself."  , 

Q.  How  much  was  that?  A.  Two  hundred  shares — that  Is  my 
recollection,  Mr.  Hughes. 

Q.  Did  he  tell  you  who  were  going  to  be  interested  with  him? 
A.  Yes,  sir;  he  asked  me  if  I  would  write  to  one  or  two  parties  in 
that  connection.  Mr.  Juilliard's  office  is  in  Worth  street;  he  has  a 
great  many  downtown  engagements  and  frequently  would  sit  down 
in  my  office  for  a  few  minutes  when  he  had  not  time  to  return  to 
his  store.  I  suppose  you  know  he  is  in  the  dry  goods  business  in 
Worth  street,  which  is  quite  a  ways  from  our  place,  and  I  did  not, 
although  I  had  forgotten  it — I  could  not  have  answered  this  on  Fri- 
day, but  Mr,  Cromwell  found  a  note  from  me  that  he  shoVired  you. 
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I  was  asked  by  Mr.  Fleming  to  bring  my  minutes.  I  have  not  got 
any.  I  have  never  kept  any.  copy  at  all.  But  Mr.  Cromwell  bas 
given  a  copy  of  tbe  letter,  whicb  I  have  seen,  and  there  is  no 
doubt  that  it  is  entirely  correct.  Shall  I  give  it  to  you,  or  shall  I 
read  it? 

Q.  Just  as  you  wish.  A.  "Mr.  Juilliard  has  obtained  some  of 
the  new  stock  issued  by  the  Lawyers" 

Q.  That  is  the  letter  you  are  reading?     A.  Yes. 

Q.  What  is  the  date  of  it?     A.  May  8,  1901. 

Q.  And  it  is  addressed  to  Mr.  Cromwell  by  you?  A.  "Dear 
Mr.  Cromwell:  Mr.  Juilliard  has  obtained  some  of  the  new  stock 
issued  by  the  Lawyers'  Mortgage  Insurance  Company  at  the 
inside  price,  being  125.  Mr.  Juilliard  and  I  are  dividing  this 
stock,  and  allotted  one  hundred  shares  to  you.  Please  consider 
this,  especially  the  price,  entirely  confidential,  and  advise  me 
whether  you  desire  it."  That  is  a  copy  of  the  letter  I  wrote  Mr. 
Cromwell,  and  I  have  no  doubt  it  is  correct. 

MK.  HUGHES:     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  875,  and  was  as  just  read  by  the 
witness.) 

THE  WIT!N^SS :  One  remark  in  regard  to  that  insider's  price 
which  I  have  endeavored  to  find  out  whether  there  was  any  other 
price,  and  on  inquiry  yesterday  of  Mr.  Morgenthau  I  am  in- 
formed that  the  stock  was  issued  at  the  same  price,  to  wit,  125, 
so  that  I  don't  know  why  that  was  written,  except  it  was  written 
by  Mr.  Juilliard's  request,  as  you  will  see. 

Q.  Thefe  was  no  public  offering  of  the  stock,  I  understand? 
A.  Not  that  I  know  of. 

Q.  And  the  stockholders  took  the  portion  for  which  they  sub- 
scribed at  125?     A.  I  believe  so. 

Q.  And  that  was  the  same  price  at  which  you  and  the  others 
interested  with  you  took  their  share  ?     A.  Exactly. 

Q.  And  it  was  an  insider's  price  in  the  sense  that  it  was  the 
lowest  price  at  which  any  of  the  increased  stock  was  issued? 
A.  Oh,  certainly. 

Q.  .Taken  by  stockholders  and  others  connected  with  the  com- 
pany at  the  same  rate?     A.  Tes,  sir;  that  is  true,  of  i^ourse. 

Q.  Did  you  communicate  with  anybody  else  besides  Mr.  Orom- 
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well  ?  A.  Well,  sir^  I  cominimicated  appurently  with  Mr.  Iselin ; 
as  to  any  others  I  have  no  recollection. 

Q.  Did  you  communicate  with  him  in  substantially  the  same 
way  ?     A.  I  think  my  secretary  wrote  the  notes  exactly  alike. 

Q.  Did  you  also  communicate  with  Mr.  Jarvie?  A.  I  don't 
remember,  I  could  not  answer. 

Q.  Did  you  communicate  with  Mr.  E.  A.  McCurdy?  A.  My 
impression  is — ^I  cannot  answer  that — my  impression  is  probably 
Mr.  Juilliard  saw  him  himself. 

Q.  You  were  meeting  him  frequently  ?  A.  Oh,  yes ;  Mr.  Juil- 
liard was  on  the  Finance  Committee,  and  they  saw  Mr.  Mc- 
Curdy frequently. 

Q.  The  thousand  shares  were  all  taken  by  members  of  the 
Finance  Committee,  were  they  not?  A.  I  don't  know  whether 
you  call  Mr.  Granniss  a  member  or  not. 

Q.  Ex-officio  is  he  a  member?  A.  I  think  he  attends  the 
meetings.     I  don't  think  he  voted. 

Q.  And  Mr.  McCurdy  is  ex-officio  a  member?  A.  Yes,  ] 
think  he  has  a  vote. 

Q.  And  the  rest  of  it  was  taken  by  Mr.  Juilliard,  Mr.  Jarvie, 
yourself,  Mr.  Iselin  and  Mr.  Cromwell?     A.  That  is  right. 

Q.  So  that  it  was  all  taken  by  members  of  the  Finance  Com- 
mittee either  directly  or  ex-officio  ?     A.  Yes,  sir,  that  is  right. 

Q.  Did  you  have  any  interview  whatever  with  Mr.  McCurdy 
in  regard  to  his  stock  at  any  time?  A.  To  my  recollection  not, 
but  I  cannot  answer  you. 

Q.  I  understood  you  to  say  that  you  did  Hot  hear  that  it  had 
been  offered  to  the  Mutual?  A.  ]^o,  sir;  and  I  have  insisted  on 
a  careful  examination  of  the  treasury  department  and  there  is  no 
record  of  any  kind.  If  you  will  allow  me  to  say  every  offering, 
never  mind  who  it  is,  from  you  or  any  one  else,  is  sent  to  the 
treasury  department,  and  has  to  be  listed  by  the  assistant  treas- 
urer. 

Q.  You  mean  if  it  reaches  the  treasury  department?  A.  Of 
course. 

Q.  Of  course  we  have  evidence  here  this  was  offered  to  Mr. 
McCurdy  for  the  Mutual  and  apparently  that  did  not  get  any 
further?     A.  I  understand  Mr.  Coggeshall  testified,  did  he  not  ? 

Q.  Yes,  that  he  saw  Mr.  McCurdy  about  it.  A.  I  do  not  dis- 
pute ^h.  Coggeshall. 

Q.  So  that  it  stands  in  this  way — Mr.  McCurdy  had  an  appor- 
tunity  of  bringing  this  before  the  Finance  Committee,  did  he 
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do  it?  A.  No,  sir,  not  as  far  as  I  know,  it  never  was  brought  to 
anybody. 

Q.  It  never  was  brought  to  the  attention  of  any  officer?  A. 
So  far  as  I  know. 

Q.  How  did  it  happen  that  this  was  divided  up  among  those 
■vho  were  members  of  the  Finance  Committee  ?  A.  Well,  sir, 
Mr.  Juilliard,  as  I  understand  it,  and  as  I  thought,  divided  it 
among  these  gentlemen  whom  he  was  most  intimate  with  and 
most  friendly  with,  and  he  thought  is  was  a  good  investment. 

Q.  Did  these  gentlemen  ever  associate  themselves  together  with 
c,ny  .vther  purchase  of  securities — were  they  accustomed  to  act 
f(igether  in  such  matters?    A.  I  do  not  recall  any  at  the  moment. 

Q.  This  is  the  only  case  that  you  remember  where  you  and 
Air.  Cromwell  and  Mr.  McCurdy  ahd  Mr.  Granniss  and  Mr.  Iselin 
and  Mr.  Jarvie  have  ever  associated  in  one  transaction?  A.  Yes. 
I  think  some  of  us  have  been  associated  in  others,  but  not  all  of 
the  names  you  mention. 

Q.  But  the  members  of  the  Finance  Committee  act  together  in 
buying  and  selling  securities?    A.  JSTot  that  I  know  of,  sir. 

Q.  So  this  was  an  exceptional  case?  A.  I  will  give  you  an- 
other case  if  yoa  want  me  to,  when  Sir  William  Van  Home 
started  the  Cuba  Company,  which  was  a  corporation  which  was 
by  no  means  a  proper  investment  for  a  life  company,  I  took  some 
of  it  and  some  of  the  other  gentlemen.  I  think  they  would  all 
be  willing  to  sell  it  for  less  than  they  paid  for  it. 

Q.  jSTot  in  the  case  of  the  Lawyers'  Mortgage.  Now,  in  follow- 
ing the  Lawyers'  Mortgage  Insurance  Company  a  little  further, 
did  it  occur  to  you  as  a  member  of  the  Finance  Committee  to 
inquire  whether  that  investment  of  a  thousand  shares  could  not 
be  obtained  for  the  Mutual?  A.  ISTot  at  all.  I  did  not  associate 
the  Mutual  in  any  way  any  more  than  I  did  the  dozen  other 
things  I  may  be  interested  in. 

Q.  Did  you  endeavor  to  ascertain  whether  the  Equitable  was 
taking  any  of  this  allotment?  A.  'No.  I  only  heard  of  that  long 
after. 

Q.  How  long  after?  A.  I  understand  the  Equitable  bought 
ours. 

Q.  The  Equitable,  it  appears,  did  acquire  some  of  those  that 
were  sold  by  members  of  your  committee?  A,  I  heard  yesterday 
of  it. 
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Q.  After  several  mesne  transfers;  but  when  you  took  the  Law- 
yers' Mortgage  Insurance  Company  shares  you  believed  that  they 
would  rise  in  value?     A.  I  hoped  so. 

Q.  That  was  your  expectation?  A.  Yes,  sir.  I  was  told  that 
Mr.  Juilliard  said  he  thought  very  well  of  the  investment. 

Q.  And  did  you  immediately  put  them  in  the  hands  of  brokers 
for  sale?  A.  I  think  they  were  sold  some  four  or  five  months 
afterward — ^my  recollection. 

Q.  You  held  on  to  yours  for  some  little  time,  did  you?  A.  I 
think  mine  was  sold — this  was  the  first  of  June  I  think  we  paid 
for  it,  and  I  think  they  were  sold  in  October  or  November. 

Q.  That  is  your  shares?     A.  Yes,  sir — I  don't  know: 

Q.  You  sold  yours  at  what  figure?     A.  I  think  about  185. 

Q.  A  little  more  than  that,  wasn't  it — that  is  if  you  sold  it  in 
October  or  ISTovember?  A.  I  sold  my  own  divided — not  all  at 
once.     I  think  I  have  got  it. 

Q.  If  you  have  a.  statement A.  No  secrecy  about  when  I 

sold  it;  it  is  on  the  books.  I  sold  100  very  shortly — in  Sep- 
tember, 

Q.  You  sold  100  when?     A.  About  the  middle  of  June. 

Q.  In  June?  A.  Yes,  right  away — very  shortly  afterwards 
within  a  number  of  months. 

Q.  At  what  price?  A.  I  must  have  got  over  200  and  the  other 
in  September,  184. 

Q.  You  sold  it  at  over  200  in  June,  which  you  got  at  125?  A. 
About  183,  the  other  at  184.  I  made  a  mistake.  I  think  we  took 
it  the  8th  of  May,  I  think  that  was  the  date  w6  took  it. 

Q.  You  sold  that  through  Strong,  Sturgis  &  Company?  A. 
Yes. 

Q.  Your  son  is  a  member  of  that  firm?    A.  Yes,  sir. 

Q.  And  Mr.  Cromwell's  son  is  a  member  of  that  firm?  A.  Yes, 
sir. 

Q.  At  the  time  that  you  were  arranging  or  suggesting  the  tak- 
ing of  some  of  those  shares  did  you  suggest  that  they  should  be 
sold  at  an  early  date  or  could  be  sold  at  a  profit  at  an  early  date? 
A.  I  have  no  recollection  about  that. 

Q.  As  a  matter  of  fact,  didn't  the  majority  of  those  who  took 
the  thousand  shares  at  once  place  them  in  the  hands  of  Strong, 
Sturgis  &  Company  for  sale?     A.  Not  that  I  know  of,  sir. 

Q.  You  did  it;  did  not  Mr.  Juilliard?  A.  I  did  it  a  month 
afterwards — I  did  it  about  six  weeks  afterwards — ^not  immediately. 
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I  took  it  the  8tli  of  May  and  this  was  the  IStli  of  June — about 
five  or  six  weeks  afterwards. 

Q.  Did  Mr.  Juilliard  put  Ms  shares  with  Strong,  Sturgis  & 
Company  for  sale^  A.  I  think  a  hundred  was,  but  I  don't  know 
about  the  other. 

Q.  Did  Mr.  McCurdy  put  his  shares  with  Strong,  Sturgis  & 
Company?     A.  I  don't  know. 

Q.  You  don't  know  anything  about  what  the  others  did?  A.  I 
think  Mr.  Cromwell  sold  his,  but  I  am  not  sure  of  that;  1  think 
he  did. 

Q.  Who  arranged  with  the  Guaranty  Trust  Compai^  to  supply 
money  for  the  purchase?  A.  I  cannot  answer  you  that,  for  1  did 
not  remember  tmtil  it  came  up  the  other  day.  I  then  sent  for 
Mr.  Putnam,  or  rather  I  went  dawn  there,  and  asked  him  to  look 
it  up.  At  first  he  said  he  could  not  find  it,  afterwards  he  did. 
Why,  that  was  paid  for  by  them  a  few  days  before  we  did,  I  have 
no  recollection,  but  I  presume  it  was  arranged  by  Mr.  Juilliard,  as 
he  was  the  man  who  made  the  purchase. 

Q.  You  did  not  arrange  that  personally?  A.  Unless  I  did  it 
at  Mr.  Juilliard's  request,  and  I  have  no  recollection. 

Q.  Why  was  it  done  in  that  way.  Why  should  you  have  acted 
in  concert  in  the  matter?  A.  The  only  reason  it  was  done  in 
that  way  was  that  Mr.  Juilliard  I  don't  think  keeps  any  personal 
business  account;  he  had  his  firm;  and  I  think  he  thought  it  was 
more  convenient  to  have  it  sent  in  there  and  divided  than  to  issue 
it  separately  or  take  the  trouble  to  take  it  to  his  own  office.  I 
have  no  knowledge. 

Q.  Would  you  have  regarded  that  as  a  proper  investment  for 
the  Mutual?    A.  As  I  told  you  I  don't  know. 

Q.  Would  you  have  if  it  came  before  the  Finance  Committee? 
A.  It  would  have  depended  upon  the  advice  of  people  I  be- 
lieved in. 

Q.  If  Mr.  Juilliard  had  regarded  it  as  a  good  thing  you  would 
have  thought  that  important?  A.  I  should  have  given  great 
weight  to^  whatever  he  said. 

Q.  Your  relation  to  the  matter  then  was,  as  I  understand  it, 
(hat  it  never  came  before  the  Finance  Committee?  A.  Abso- 
lutely; I  am  quite  sure,  for  I  have  searched  every  record,  and 
I  have  no  recollection  of  it  whatever. 

Q.  Why  did  you  suggest  in  your  letter  to  Mr.  Cromwell  that 
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this  matter  should  be  kept  confidential?  A.  Well,  I  wrote  the 
letter  exactly  as  Mr.  Jnilliard  asked  me,  to. 

Q.  Did  Mr.  Juilliard  explain  why  it  should  be  kept  confiden- 
tial?   A.  I  have  no  recollection,  and  don't  remember. 

Q.  There  was  not  anything  confidential  about  the  fact  that 
the  stockholders  of  this  company  were  taking  stock  at  125?  A. 
I  did  not  know  the  ]Drice  until  yesterday. 

Q.  You  knew  it  at  that  time?     A.  I  knew  it,  but  had  for- 


gotten it. 


Q.  Can  you  think  of  anything  that  was  said  about  it  furnish- 
ing a  reason  for  keeping  the  transaction  confidential  ?  A.  I  can 
only  give  one  possible  reason  and  that  was  that  Mr.  Juilliard 
had  a  good  many  friends  and  he  might  think  some  of  the  others 
would  say  "  why  didn't  you  offer  this  to  me  "  instead  of  to  some- 
body else.  That  is  the  only  possible  explanation  I  can  give 
you. 

Q.  Is  there  any  reason  that  occiirs  to  you  why  he  should  have 
taken  in  yourself  ,and  the  other  gentlemen  on  the  Finance  Com- 
mittee of  the  Mutual?  A.  Yes,  sir;  he  was  very  intimate  with 
me,  and  I  saw  him  most  every  day,  and  had  I  bought  anything 
and  had  any- more  than  I  wanted  myself  I  should  have  naturally 
offered  it  to  him. 

Q.  Did  you  ask  him  how  it  happened  that  he  got  this  par- 
ticular stock,  a  thousand  shares?  A.  I  cannot  answer  you  that. 
My  recollection  is  only  the  fact,  but  I  think  if  you  will  ask  Mr. 
Morgenthau  or  any  one  in  the  real  estate  connection  they  will 
tell  you  that  Mr.  Juilliard  is  very  much  sought  for  in  connection 
with  real  estate  operations  and  real  estate  companies. 

Q.  Mr.  Juilliard  is  not  in  town  at  present?  A.  I  think  Mr. 
Juilliard  is  in  Italy.  I  had  a  letter  from  him  a  week  ago  saying 
he  was  leaving  Paris  for  Italy,  and  I  have  not  heard  from  him 
since  ho  sailed  except  within  the  last  two  weeks. 

Q.  Was  it  conveyed  to  you  at  the  time  that  the  Lawyers' 
Mortgage  Company  were  desirous  of  placing  some  of  its  stock 
with  any  of  the  insurance  companies  to  enlist  their  influence? 
A.  I  have  no  recollection  of  the  company  at  all  except  the  fact 
that  Mr.  Juilliard  told  me — ^he  said  acquired — I  think  he  said 
bought  this  amount  of  stock,  and  that  he  was  going  to  divide  it, 
and  consulted  me  regarding  whom  he  should  give  it  to. 

Q.  Had  the  Mutual  acquired  any  Lawyers'  Title  stock  prior  to 
that  time  —  Lawyers'  Title  Insurance  Company  stock  that  you 
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recall?  A.  I  have  an  impression  tliat  they  had  not,  but  I  cannot 
answer  you  categorically.  With  all  the  investments  we  have  I 
cannot  carry  them  all  in  my  head. 

.  Q.  I  find  here  in  the  statement  of  stocks  owned — Lawyers'  Title 
Insurance  &  Trust  Company,  at  the  date  of  purchase,  October, 
1893,  to  April,  1905.  Does  that  refresh  your  recollection  as  to 
whether  you  had  been  previously  interested  in  the  Lawyers'  Title 
Insurance  Company  stock?  A.  E"o,  sir,  I  don't  remember.  I  do 
not  doubt  it  at  all,  but  simply  I  don't  remember. 

Q.  I  am  not  informed  as  to  the  fact.  I  merely  wanted  to  as- 
certain whether  you  were  investing  in  that  company  at  that  time? 
"A.  If  it  is  on  the  list  I  presume  they  had  it. 

Q.  I  am  not  referring  to  the  mortgage  company.  You  did  hold 
this  at  that  tim'e?    A.  Yes,  I  understand,  sir. 

Q.  Have  you  a  statement  of  your  participations  in  the  syndi- 
cates in  which  the  Mutual  Life  was  interested,  or  in  cases  where 
it  bought  bonds  from  the  syndicate  managers?  A.  I  have  not  a 
list.  I  will  endeavor  to  have  one  prepared  in  a  few  days  and 
hand  it  to  you.    I  can  answer  some  of  them  perhaps  from  memory. 

Q.  Were  you  interested  in  the  Southern  Pacific  refunding  syn- 
dicate in  the  early  part  of  this  year?  A.  I  think  I  was — ^yes,  I 
think  I  was. 

Q.  To  what  extent?  A.  I  can  only  answer  you  from  recollec- 
tion ;  I  think  it  was  fifty  thousand  dollars,  because  when  I  do  take 
interest  from  bankers  it  was  generally  fifty  thousand  dollars. 

Q.  Were  you  interested  in  the  Japanese  first  four  and  a  half 
per  cent,  syndicate?  A.  I  think  I  had  "i  interest — there  were 
four  issues.  I  think  I  was  interested  in  the  first  two  and  not  in 
the  latter  two. 

Q.  Were  you  interested  in  the  Oregon  Short  Line  Syndicate 
of  last  Fall?  A.  I  think  I  not  only  was  interested;  I  think  I  bought 
some  of  the  bonds. 

Q.  Were  you  interested  in  the  Pennsylvania  Company  three 
and  a  half  per  cent,  syndicate?  A.  I  know  I  have,  because  I  have 
got  them. 

Q.  Did  you  act  as  a  member  of  the  Finance  Committee  in  au- 
thorizing purchases  from  the  syndicate  managers  of  the  securities 
floated  by  those  syndicates?     A.  Oh.  yes. 

Q.  I  think  it  would  be  well,  Mr.  Haven,  to  save  time  in  exam- 
ination, if  you  would  prepare  a  statement  of  your  syndicate  par- 
ticipations, which  would  cover  the  cases  of  syndicates  where  the 
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l\Iutual  Life  was  itself  a  participant,  ani  also  those  cases  whei'e 
tlie  Mutual  Life,  whether  or  not  a  participant,  bought  bonds  from 
the  syn3icate  managers?  A.  Yes,  sirj  I  have  a  copy,  I  think,  of 
that  paper. 

Q.  This  paper  I  hold  in  my  hand  is  a  paper  furnished  by  the 
company  of  syndicate  participations.  A.  My  secretary  made  a 
copy  of  that,  or  a  memorandum  of  that.  I  can  have  ,it  made  up 
from  that  paper,  if  that  is  satisfactory. 

Q.  Have  you  any  interest  in  the  firm  of  Strong,  Sturgis  & 
Company?     A.  Not  one  dollar;  never  had. 

Q.  What  are  the  dealings  between  the  Mutual  Life  and  Strong, 
Sturgis  &  Company?  A.  Well,  sir,  the  Einance  Committee  of 
the  Mutual  Life,  or  what  you  correctly  say  was  the  sub-committee, 
meets  twice  a  week,  and  any  person  who  wishes  toj  sends  an  offer- 
ing to  the  Treasury  Department;  those  offerings  are  all  read  and 
have  to  be  read  by  the  assistant  treasurer.  The  life  company 
has  bought  securities  from  probably  a  hundred  or  more  than  that, 
different  firms,  and  amongst  those  firms  have  bought  securiticij 
from  Strong,  Sturgis  &  Company  to  a  considerable  extent.  I 
think  their  larger  purchases  have  been  from  Kuhn,  Loeb  &  Com- 
pany, but  they  have  bought  securities  when  offered  by  Strong,. 
Sturgis  &  Company  at  satisfactory  prices.  '     , 

Q.  And  sold  the  securities  through  them  ?  A.  They  may  have 
sold  to  them.  That  would  go  before  the  Finance  Committee;  bat 
where  securities  have  been  sold  on  comniission,  those  orders  are 
not  given  by  the  Finance  Committee,  and  the  Finance  Committee 
Avould  not  know  who  the  order  was  given  to.  That  was  in  the  dis- 
cretion of  the  Treasury  Department. 

Q.  Then,  have  you  been  interested  in  syndicate  operations 
through  Strong,  Sturgis  &  Company,  where  the  Mutual  Life's 
name  has  not  appeared,  but  where  you  have  had  an  interest  in  the 
syndicate,  and  the  Mutual  Life  has  taken  bonds  from  the  syndi- 
cate managers?  A.  I  don't  think  I  ever  took  but  one  interest 
in  a  syndicate  through  Strong,  Sturgis  &  Company.  I  think  that 
WHS  taken  because  I  was  out  of  town,  and  they  took  an  interest 
in  the  Cuba  bonds  from  Squire  for  me.  I  think  that  is  the  only 
ease  where  they  have  ever  acted  for  me. 

Q.  Are  there  any  syndicate  participations  in  which  the  Mutual 
Life  lias,  an  interest  carried  in  the  name  of  Strong,  Sturgis  & 
Company  ?     A.  ISTot  tliat  I  know  of. 

Q.  You  never  heard  of  anything  of  that  sort?  A.  No.  Mav 
I  say  one  word  in  that  connection  ?    A.  I  don't  know  whether  jon 
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are  going  to  call  Strong,  Sturgis  &  Company — they  would  be  very 
happy  to  appear,  if  you  "wish  them.  I  saw  one  of  them  a  day  or 
two  ago,  and  I  asked  them  what  proportion  of  their  business  was 
derived  from  the  business  of  the  Mutual  Life,  and  if  you  wish 
to  take  hearsay  evidence,  of  course 

Q.  Yes,  I  would  be  glad  to  have  you  state  it.  A.  They  stated 
to  me  that  their  earnings  from  the  business  of  the  Mutual  Life 
was  between  one  and  two  per  cent,  of  their  total  business.  The 
impression  has  been  that  they  have  lived  off  the  life  company; 
that  that  was  the  amount  of  their  earnings  derived  from  their  busi- 
ness, and  they  had  never  received  any  participation  in  any  syndi- 
cate from  the  Mutual  Life  Company.  They  are  perfectly'  ready  to 
testify  if  you  want  them,  at  any  time. 

Q.  Then  I  understand  that  the  name  of  Strong,  Sturgis  &  Com- 
pany has  not  been  used  in  cases  where  the  Mutual  Life  was  really 
the  principal  in  the  transaction  ?  A.  Oh,  no,  sir ;  nothing  of  the 
kind.  I  do  not  think  they  ever  took  any  syndicate  that  I  can 
remember,  except  in  Cuba,  and  for  some  reason  which  I  don't 
know — I  think  I  was  at  Lenox — they  took  quite  a  large  participa- 
tion in  the  Cuba  Bond  Syndicate  from  Squire  &  Company,  and 
from  that  they  gave  me  a  participation.     That  is  as  I  remembei. 

Q.  Were  you  interested  in  the  syndicate  of  the  New  York  Stock 
Company?  A.  My  recollection  is,  sir,  that  I  did  have  a  small 
interest  in  that  and  sold  it  outright  afterward. 

Q.  And  in  the  Washington  Electric  Railway?  A.  I  think  I 
had,  but  I  was  not  in  the  mangement  of  it,  and  I  don't  remember 
the  amounti 

Q.  Did  you  receive  any  stock  in  connection  with  that?  A.  I 
bought  some  stock. 

Q.  You  bought  some  stock  ?    A.  Yes,  sir. 

Q.  At  the  price  at  which  it  was  offered  originally,  what  is  called 
the  inside  price  ?  A.  I  do  not  remember  the  price,  Mr.  Hughes. 
I  could  tell  you  that  easily  enough.  But  my  recollection  of  that 
was,  sir,  that  that  was  connected  with  the  Mortgage  Company, 
and  I  am  not  in  the  Mortgage  Company,  and  do  not  know  the 
details.  My  recoUectii^n  is  that  the  bonds  were  an  entirely  sep- 
arate transaction  from  the  stock.     I  think  that  is  correct. 

Q.  You  mean  that  the  stock  did  not  go  with  the  bonds^?  A. 
1^0,  sir,  and  it  was  not  sold  for  so  much  bonds  and  so  much  stock, 
but  the  stock  was  sold  entirely  separate  from  the  bonds.  That  is 
my  recollection. 
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Q.  I  should  like  to  have  you  present,  Mr.  Haven,  a  statement 
I'f  the  present  cash  balances,  if  you  will,  of  the  Mutual  Life.  A.  I 
v,-i]|  ask  to  have  it  sent  to  you. 

Q.  And  then  when  you  have  made  up  a  statement  -of  your  syndi- 
cate participations,  and  as  our  time  is  very  short,  we  should  like 
to  have  it  as  soon  as  possible,  I  should  like  to  have  you  return, 
end  I  will  then  examine  you  in  regard  to  that.    A.  Yes. 

THE  CHAIEMAJST:  We  will  now  take  a  recess  until  2.30 
o'clock,  sharp. 


AFTEE  KEOESS. 
GEOEGE  IDE,  resumed. 

BY  ME.  HUGHES : 

Q.  Mr.  Ide,  testimony  has  been  introduced  to  the  effect  that 
the  Plome  Life  Insurance  Company  received  certain  rebates  of 
taxes  which  had  been  laid  under  the  Act  of  1901,  and  which  were 
entitled  to  be  recovered  under  the  decision  of  the  Court  of  Appeals 
in  the  Provident  Savings  Life  Assurance  Company  against  Miller, 
Comptroller.  Did  the  Home  Life  Insurance  Company  retain  Mr. 
Andrew  Hamilton  to  procure  that  rebate  ?    A.  ISTo,  sir. 

Q.  Did  the  Home  Life  Insurance  Company  pay  Mr,  Hamilton 
any  part  of  the  rebate  ?    A.  No. 

Q.  Through  whom  did  the  Home  Life  Insurance  Company  ob- 
tain the  moneys  which  it  procured  as  a  rebate  ?  A.  Through  our 
counsel,  Mr.  L.  H.  Arnold. 

Q.  Your  regular  counsel?     A.  Our  regular  counsel, 

Q.  What  amount  did  you  recover  ?    A.  We  recovered  $2,541.22. 

Q.  That  is  the  total  amount  of  principal  and  interest?  A. 
Total  amount. 

Q.  Without  any  reduction?     A.  Without  any  reduction. 

BY  THE  CHAIEMA]^: 

Q.  Mr.  Ide,  were  those  rebates  actually  paid  the  company,  or 
simply  credited  to  them?  A.  They  were  given  as  a  credit  on 
account  of  the  payment  of  the  next  year's  taxes,  as  I  recollect  it.  • 

HEyEY  MOEGEXTHAU,  called  as  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  ]\lr.  Morgcnthau,  are  you  connected  with  the  Lawyers'  Mort- 
gage Insurance  Company?  A.  I  am. 
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Q.  Are  you  acquainted  with  the  circumstance^  which  led  to  the 
increase  of  the  stodf  of  that  company  in  the  Spring  of  1901? 
A.  Yes,  sir. 

Q.  Are  you  acquainted  with  the  facta  in^  relation  to  the  offer 
to  the  Mutual  Life  of  one  thou&and  shares  of  the  increased  stock? 
A.  Yes,  sir. 

Q.  Will  you  please  state  what  interviews  you  had  with  any  offi- 
cer of  that  company  relating  to  that  matter,  and  also  any  prece- 
dent facts  that  will  be  explanatory  of  the  situation  ?  A.  Yes,  sir. 
In  the  early  part  of  1901  I  was  instrumental  in  increasing  the 
capital  stock  of  the  Lawyers'  Title  Insurance  &  Trust  Company. 

Q.  The  Lawyers'  Title  Insurance  &^  Trust  Company?  A.  Yes, 
sir. 

Q    That  is  a  distinct  company?    A.  Yes,  sir. 

Q.  What  was  your  relation  to  it?  A.  At  that  time  I  had  no 
relation  to  it. 

Q.  In  what  way'  were  you  instrumental  in  increasing-, the  stock 
of  the  Lawyers'  Title  Insurance  Company?  A.  I  entered  into  an 
agreement  with  the  Lawyers'  Title  Insurance  Company  to  sell 
for  them  seven  thousand  shares  of  new  stock  at  the  book  value, 
174,  and  agreed  to  interest  or  sell  part  of  it  to  the  Equitable  Life 
Assurance  Society,  to  Mr.  Stillman,  representing- the  City  Bank's 
interest,  to  the  Central  Realty  Bank  &  Trust  Company,  of  which 
I  was  president  at  the  time,  and  to  some  other  interests,  with  the 
idea  of  giving  them  additional  capital,  etc.  I  did  not  interest  ,tho 
Mutual  Life  Insurance  Company  in  that  increase.  Immediately 
afterward  I  was  infonned  by  Mr.  Olcott,  who  was  chairman  of 
the  Executive  Committee  of  the  Central  Realty*  Bank  &  Trust 
Company,  that  Mr.  McCurdy  was  very  much  annoyed  about  it. 
Mr.  Juilliard  came  to  me  and  told  me  the  same  thing,  and  told 
"me  that  our  company  had  offended  Mr.  McCurdy,  and  that,  as 
we  were  large  dealers  in  real  estate  and  required  mortgage  loans 
from  the  large  insurance  companies,  that  I  had  better  try  and 
explain  it,  because  my  intention  was — my  object  in  leaving  out  the 
Mutual  Life  was  that  they  were  largely  interested  in  the  Title 
Guaranty  &  Trust  Company,  which  was  the  competing  company 
of  the  Lawyers'  Company. 

Q.  Of  the  Lawyers'  Title  Company?  A.  Of  the  Lawyers'  Title 
&  Insurance  Company.     The  Equitable  Life  Insurance  Company 
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had  no  interest  in  the  Title  Guaranty  Company  or  in  the  Law- 
yers' Title  Company.  An  interview  was  arranged  by  Mr.  Juilliard 
between  Mr.  McCnrdy  and  myself. 

Q.  You  say  you  understood  from  Mr.  Juilliard  that  Mr.  Mc- 
Curdy  was  annoyed.  That  was  because  the  Mutual  had  not  been 
given  an  interest  in  the  increased  stock  of  the  Lawyers'  Title 
Company?    A.  Yes. 

Q.  Proceed,  please.  A.  I  had  an  interview  with  Mr.  McCurdy 
and  explained  that  there  was  no  offense  meant  to  the  Mutual  Life, 
and  explained  to  him  what  I  stated  just  now, 'that  the  reason  I  had 
not  asked  the  Mutual  Life  was  because  I  did  not  think  they  would 
care  to  take  an  interest  in  a  competing  company  with  one  they 
were  already  largely  interested  in.  Mr.  McCurdy  was  very  much 
worked  up  about  it,  and  went  into  detaiLhow  he  had  originated 
title  insurance  in  New  York  and  at  first  suggested  it — shall  I  go 
into  details? 

Q.  Yes,  go  on.  A.  And  explained  to  me  how  he  had  obtained 
the  interest  in  the  Title  Guaranty  &  Trust  Company,  because  Mr. 
Demorest,  who  was  in  charge  at  that  time,  and  I  think  still  is,  of 
the  real  estate  interests,  was  the  one  who  assisted  the  Title  Guar- 
anty &  Trust  Company  in  creating  their  plant,  and  that  he  above 
all  others  should  have  been  taken  into  consideration  by  the 
Lawyers'  Title  Company  in  any  increase  of  stock.  He  asked  me 
whether  I  could  then  arrange  to  have  a  further  increase  of  the 
Lawyers'  Title  Insurance  Company,  as  it  was  called  at  that  time, 
not  trust  company,  of  the  Lawyers'  Title  Insurance  Company. 
I  told  him  that  was  impossible,  as  we  had  just  completed  it.  It 
was  then  suggested  by  him  that  I  should  arrange,  if  possible,  m 
order  to  give  the  Mutual  Life  an  interest  in  both  companies,  lo 
merge  the  Title  Guaranty  &  Trust  Company  and  the  Lawyers' 
Title  Insurance  Company.  T  saw  and  had  numerous  interviews 
with  both  Mr.  Coggeshall  and  Mr.  Kelsey,  and  made  some  prog- 
ress until  the  question  came  up  as  to  whp  should  be  the  president 
of  the  new  company,  and  that  proved  a  stumbling  block,  and  I 
could  not  complete  it.  During  one  of  these  conversations  I  sug- 
gested to  Mr.  McCurdy  that  we  were  also  going  to  increase  the 
capital  of  the  Lawyers'  Mortgage  Company,  which  then  had  a 
capital  of  $300,000  to  $3,000,000.  I  personally  had  entered  into 
an  agreement,  I. have  it  here,  with  the  Lawyers'  Mortgage  Com- 
pany whereby  I  agreed  to  buy  individually  5,500  shares  of  an  in- 
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crease  of  7,000  shares ;  1,500  shares  were  to  go  to  the  stockholders. 
I  offered  to  Mr.  McOurdy,  as  president  of  the  Mutual  Life,  an 
opportunity  to  take  1,000  shares  of  that  stock.  Mr.  McOurdy  did 
not  answer.  He  laid  a  great  deal  more  stress  upon  getting  into 
the  Title  Insurance  Company.  This  matter  dragged  on  for  several 
weeks  until  the  time  came  when  it  had  to  be  paid  for  and  the 
fetock  had  to  be  issued.  I  had  reserved  1,000  shares  for  that  pur- 
pose. I  met  Mr.  Juilliard  frequently,  because  he  was  on  the 
Executive  Conmiittee  of  the  Central  Eealty  Bond  &  Trust  Com- 
pany. And  the  last  —  I  should  say  within  a  week,  or  three  or 
four  days  before  this  stock  was  paid  for,  we  arranged  that  Mr. 
Juilliard  was  to  give  this  stock  to  himself  and  his  individual 
friends,  I  being  anxious  to  propitiate  Mr.  Juilliard  and  his 
friends,  because  I  did  not  want  the  open  enmity  of  the  Mutual 
Life  Insurance  Company.  I  was  then  informed  by  'Mr.  Juilliard 
that  he  would  take  the  stock  for  himself  and  friends,  and  he  in- 
formed me  that  a  check  would  be  sent  to  me  and  I  should  have 
the  stock  issued  to  Mr.  Putnam. 

Q.  Did  you  inform  Mr.  McCurdy  that  you  could  not  arrange 
a  merger  of  the  Title  Guaranty  &  Trust  Company  and  the  Law- 
yers' Title  Company?    A.  I  did. 

Q.  What  was  his  attitude  then?  A.  Well,  it  was  still  antago- 
nistic. 

Q.  The  thousand  shares  were  sold  at  the  price  of  125?  A. 
Yes,  sir. 

Q.  That  was  the  inside  price,  the  price  at  which  the  stockholders 
had  taken  it?    A.  It  was  the  only  price. 

Q.  And  the  price  at  which  you  took  it  ?    A.  Yes. 

Q.  Now,  was  there  any  suggestion  that  that  was  not  a  proper 
investment  for  the  Mutual  ?    A.  ilSTo,  sir. 

Q.  Was  there  any  part  of  it  that  was  set  aside  for  the  Equi- 
•  table  ?    A.  Yes,  sir. 

Q.  How  much  was  set  aside  for  the  Equitable  ?  A.  There  were 
a  thousand  shares  set  aside  for  the  Equitable  Society  and  500 
shares  for  Mr.  George  H.  Squire  and  his  associates. 

Q.  Was  Mr.  Juilliard  at  that  time  on  the  Executive  Commit- 
tee of  your  company,  the  Central  Bond  and  Kealty  Company? 
A.  Yes,  sir.  i 

Q.  Were  there  any  others  of  the  Mutual  life  on  that  commit- 
tee?   A.  Yes,  sir. 
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Q.  Who  were  tlifey?  A.  Mr.  Jarvie  and  Mr.  Coleman.  Mr. 
(_^oleman  is  merely  a  clerk,  the  appraiser. 

Q.  You  were  desirous  of  allaying  this  feeling  of  resentment 
which  Mr.  McCurdy  had  expressed  ?    A.  I  was. 

Q.  And  it  was  for  the  purpose  of  interesting  the  Mutual  Life 
and  allaying  that  feeling  that  you  set  apart  the  thousand  shares 
originally  for  the  Mutual  Life  ?     A.  Yes,  sir. 

Q.  What  did  Mr.  Juilliard  say  to  you  in  regard  to  the  mat- 
ter ?  A.  Mr.  Juilliard  said  that  Mr.  McCurdy  would  not  consent 
to  taking  it  for  the  company  as  long  as  this  question  of  their  ob- 
taining an  interest  in  the  Lawyers'  Title  Insurance  Company  was 
not  adjusted. 

Q.  In  other  words,  that  Mr.  McCurdy  would  not  c.onsent  to  tak- 
ing the  Lawyers'  Mortgage  Company  stock  for  the  Mutual  as  long 
as  the  Mutual  had  not  been  allowed  any  share  of  the  Lawyers' 
Title  Company?    A.  That  is  it. 

Q.  And  inasmuch  as  you  had  not  effected  a  merger  of  the 
Lawyers'  Title  and  the  Title  Guaranty  &  Trust .  Company  in  ac- 
cordance with  Mr.  McCurdy's  suggestion,  he  was  unwilling  to 
have  those  thousand  shares  taken  for  the  Mutual?    A.  Yes,  sir. 

Q.  Now,  did  he  or  did  Mr.  Juilliard  give  you  any  other  reason 
for  not  taking  those  shares  for  the  Mutual  ?  A.  No  other  reason 
I  can  remember  now. 

Q.  Did  Mr.  Juilliard  or  anyone  else  suggest  to  you  that  it  was 
not  a  proper  investment  for  the  Mutual?    A.  ISTo,  sir. 

Q.  Did  Mr.  Juilliard  tell  you  who  would  be  associated  with  him 
in  taking  it  personally?    A.  He  did  not. 

Q.  Were  you  interested  in  having  the  thousand  shares  go  to 
people  outside  of  the  Mutual?  A.  I  don't  know  what  you  mean 
by  that. 

Q.  Well,  was  not  your  real  object  in  giving  the  thousand  shares 
to  Mr.  Juilliard  and  his  associates  to  placate  the  men  who  were 
influential  in  the  Mutual  Life  ?  A.  We  had  these  thousand  shares 
left,  Mr.  Hughes,  and  I  was  quite  willing  to  have  Mr.  Juilliard 
and  his  immediate  friends  have  it,  because  it  was  a  struggling  new 
company  and  wanted  the  assistance  of  these  men,  Mr.  Juilliard 
particularly  being  very  prominent  in  real  estate  matters,  and  often 
arranging  for  other  large  real  estate  ventures,  and  he  was  in  a 
position  to  give  a  gxeat  deal  of  assistance  to  our  company,  and  I 
wanted  the  assistance  of  Mr.  Jarvie. 
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Q.  You  also  wanted  the  assistance  of  the  Mutual  Life?  A. 
If  I  could  get  it,  yes,  sir. 

Q.  Andlaf  those  who  were  interested  in  the  Mutual  Life?  A. 
Yes,  sir. 

Q.  And  of  what  advantage  to  your  company  was  the  friendly 
feeling  of  the  Mutual  Life  ofRecrs  towards  it?  A.  We  sometimes 
required  large  loans  on  real  estate,  and  there  were  at  that  time 
but  two  or  three  large  companies  that  were  making  large  loans. 

Q.  Had  you  been  given  to  understand  that  in  view  of  your 
failure  to  gii-?  the  Mutual  Life  any  of  the  Lawyers'  Title  stock 
that  you  would  be  unfavorably  considered  on  applications  for 
loans?     A.  By  Mr.   McCurdy  only. 

Q.  Yes.  What  did  he  say,  in  substance,  in  regard  to  that? 
A.  That  I  would  have  no  favors  to  expect. 

Q.  Now,  you  were  desirous  of  removing  any  feeling  of  that 
sort?     A.  ISTaturally. 

Q.  So  far  as  you  could  ?     A.  Yes,  sir. 

Q.  And  when  Mr.  Juilliard  told  you  that  he  and  some  of  his 
friends  would  take  the  thousand  shares  personally  you  acquiesced 
for  that  reason?  A.  Yes,  sir,  partly  for  that  reason  and  partly 
that  I  wanted  the  personal  influence  of  those  men  outside  of  their 
relations  with  the  Mutual  Life. 

Q.  Did  you  know  that  Mr.  McCurdy  was  associated  with  Mr. 
Juilliard  in  the  matter  ?     A.  ISTo,  sir. 

Q.  Did  you  know  anything  about  who  Mt.  Juilliard's  -asso- 
ciates were  ?  A.  I  did  not,  except  I  knew  that  Mr.  Jarvie  waa 
to  have  100  shares,  because  I  asked  Mr.  Juilliard  at  the  time 
whether  Mr.  Jarvie  was  to  have  some,  because  if  he  had  not  re- 
ceived them  I  would  have  allotted  Mr.  Jarvie  some  of  those  that 
I  had,  as  he  was  on  my  executive  committee. 

Q.  Mr.,  Jarvie  has  informed  us  that  you  told  him  that  the  100 
shares  which  he  took  out  of  the  thousand  were  intended  for  him 
personally?    A.  Yes,  sir. 

Q.  When  did  you  tell  him  that  ?     A.  At  the  time. 

Q.  After  Mr.  Juilliard  had  spoken  to  you  about  the  matter? 
A.  Yes,  sir.  I  think  every  other  member  of  my  Executive  Coiri- 
mittee  was  allotted  one  hundred  shares. 

Q.  And  who  were  the  members  of  your  Executive  Commit- 
tee ?  A.  Mr.  Erederic  P.  Olcott,  James  Stillman,  Hugh  J.  Grant, 
James  JST.  Jarvie,  Augustus  Juilliard  and  myself,  and  I  believe 
Mr.  Ehrman,  the  secretary,  received  some. 
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Q.  What  relation  had  the  Central  Bond  &  Kealty  Company  to 
the  Lawyers'  Mortgage  Company?  A.  They  had  just  previ- 
ously taken  two  thousand  shares  of  their  stock  in  this  new  issue 
of  seven  thousand  shares. 

Q.  That  is  the  Central A,  The  Central  Kealty  Bond  & 

Trust  Company  as  such  owned  two  thousand  shares. 

Q.  Of  the  increased  stock  of  the  Lawyers'  Mortgage  Com- 
pany ?     A.  Of  the  Lawyers'  Title  Company. 

Q.  What  relation  had  they  to  the  Lawyers'  Mortgage  Com- 
pany ?  A.  None  at  that  time,  but  they  took  one  thousand  shares 
of  this  fifty-five  hundred  shares. 

Q.  Did  Mr.  Juilliard  and  Mr.  Jarvie,  as  members  of  the  Execu- 
tive Committee,  approve  the  taking  of  the  on©  thousand  shares 
by  your  company?    A.  Yes,  sir. 

Q.  Did  you  tell  Mr.  Juilliard  that  you  had  offered  the  thou- 
sand shares  to  Mr.  McCurdy  for  the  Mutual  ?    A.  Yes,  sir. 

Q.  And  when  did  you  tell  him  that?  A.  After  my  interview 
with  Mr.  McCurdy.  , 

Q.  What  did  Mr.  Juilliard  say  as  to  his  attitude  in  that?  A. 
He  said  he  would  use  his  influence  to  have  Mr.  McCurdy  take 
it. 

Q.  For  the  Mutual?    A.  For  the  company,  yes,  sir. 

Q.  Did  he  tell  you  whether  he  had  brought  it  before  the 
Finance  Committee  ?    A.  He  did  not. 

Q.  Or  what  he  had  done  in  the  direction  of  using  his  in- 
fluence? A.  He  told  me  that  he  had  spoken  to  Mr.  McCurdy 
about  it,  but  that  Mr.  McCurdy  seemed  to  feel  disinclined  to 
take  up  any  matter  with  me  until  this  Lawyers'  Title  Insurance 
matter  was  disposed  of. 

Q.  Mr.  Morgenthau,  Mr.  CoggesHall  has  said  that  he  went 
to  see  Mr.  McCurdy,  as  I  remember,  at  your  suggestion?  A. 
Yes,  sir. 

Q.  State  what  took  place  between  you  and  Mr.  Coggeshall  in 
relation  to  that  matter  ?  A.  At  that  time  I  had  not  yet  arranged 
any  interview,  no  interview  had  been  arranged  by  Mr.  Juilliard 
for  me,  and  I  asked  Mr.  Coggeshall,  who  knew  Mr.  McCurdy 

Q.  You  did  not  know  him  at  that  time?  A.  I  did  not  know 
him  at  that  time  — •  to  go  and  See  Mr.  McCurdy  and  offer  to  Mr. 
McCurdy  an  opportunity  to  subscribe  to  those  thousand  shares. 

Q.  Well,  you  suggested  that  with  the  idea A.  I  don't 

know  whether  I  suggested  it  or  he. 
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Q.  That  Mr.  Coggesliall  should  go  to  see  Mr.  McCurdy  to  ha\  e 
the  thousand  shares  taken  for  the  Mutual  ?     A.  Yes. 

Q.  So  Mr.  Coggeshall's  offer  to  Mr.  McCurdy  of  one  thou- 
sand shares,  for  the  Mutual,  to  which  he  has  testified,  was  author- 
ized by  you?    A.  Yes,  sir. 

Q.  And  it  was  after  that  that  the  interview  between  yourself 
and  Mr.  McCurdy  was  arranged  for  ?    A.  Yes,  sir. 

Q.  In  all  these  statements,  when  you  have  mentioned  Mr,  Mc- 
Curdy, you  mean  Mr.  Richard  A.  McCurdy  ?    A.  Yes,  sir. 

FEEDEEIC  CROMWELL,  resumes: 

BY  ME.  HUGHES: 

Q.  Who  brouglit  to  your  attention  the  matter  of  acquiring  any 
interest  in  the  thousand  shares  of.  the  Lawyers'  Mortgage  In- 
surance Company  at  the  time  of  the  increase  in  the  stock  of  that 
company  in  1901?  A.  I  discovered  since  this  matter  was  rife 
that  it  came  to  me  through  a  note  from  Mr.  Haven. 

Q.  Mr.  Haven  has  produced  that  note.  Had  you  any  infor- 
mation on  the  matter  prior  to  the  receipt  of  the  note  from  Mr. 
Haven  ?    A.  Not  a  bit. 

Q.  Did  you  know  that  the  stock  had  been  offered  to  Mr.  'Mc- 
Curdy for  the  Mutual  ?    A.  I  did  not. 

Q.  You  have  heard  Mr.  Morgenthau's  testimony  as  to  inter- 
views that  he  had  with  Mr.  McCurdy ;  did  you  know  of  those  in- 
terviews ?    A.  I  did  not. 

Q.  Had  you  ever  heard  of  them  before  this?  A.  !N"ever  heard  of 
them. 

Q.  Did  Mr.  McCurdy  bring  to  the  attention  of  the  Finance 
Committee  the  fact  that  the  Mutual  was  in  a  position  to  take  a 
thousand  shares  in  the  Lawyers'  Mortgage  Company?  A.  He  did 
not. 

Q.  Or  Mr.  Tuilliard?  A.  I  don't  want  to  impute  by  this  testi- 
mony that  Mr.  McCurdy  was  trying  to  deceive^ — anything  of  that 
kind;  I  am  sorry  to  testifv  against — seem  to — against  Mr.  Mc- 
Curdy, but  it  never  came  to  the  committee  or  sub-committee  or  any 
other  committee — ^I  want  toi  be  emphatic  in  that. 

Q.  Didn't  Mr.  Juilliard  or  anyone  else  inform  you  that  Mr. 
M!cCurdy  did  not  like  the  failure  op.  the  part  of  Mr.  Morgenthau 
or  anyone  else,  to  permit  the  Mutual  to  take  an  interest  in  the 
Lawyers'  Title  Conipany?    A.  I  never  heard  of  it. 
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Q.  You  never  heard  of  that?  Did  you  examine  into  the  condi- 
tion of  the  Lawyers'  Mortgage  Company  at  the  time  you  had  (jti 
opportunity  to  take  a  part  of  the  thousand  shares?    A.  I  did  not. 

Q.  Did  you  look  into  it  far  enough  to  know  whether  it  was  n 
good  thing  or  not?  A.  I  took  it  upon  the  recommendation  of 
these  gentlemen — the  evidence  it  would  be  a  good  thing  if  they 
had  examined  it. 

Q.  That  is  Mr.  Juilliard  and  Mr.  Haven?    A.  Yes,  sir. 

Q.  Did  you  know  who  your  associates  were?    A.  I  did  not  for 

any  share — my  recollection  is  negative  as  to  that?    In  fact,  it  wa- 

after  this  thing  came  up  I  had  my  young  man  discover  this  letttu' 

written  four  and  a  half  years  ago.     I  would  not  remember  ar, 

'  much  as  I  do  now  if  it  had  not  been  for  that  note.  ' 

Q.  Mr.  Coggeshall  has  testified  that  later  on  in  connection 
with  a  subsequent  increase  of  stock  of  the  Lawyers'  Title  Com- 
pany he  had  an  interview  with  you  in  which  he  spoke  of  the  fact 
that  the  Mutual  had  not  taken  the  thousand  shares  of  the  Law- 
yers' Mortgage  Company,  but  that  officers  of  the  Mutual  had  di- 
vided the  thousand  shares,  at  which  you  expressed  surprise.  Did 
you  have  that  interview?  A.  I  do  not  doubt  if  Mr.  Coggeshall 
testified  to  it  it  is  true;  I  do  not  recollect  it;  I  do  not  doubt  it  is 
exactly  so.  I  know  Mr.  Coggeshall  did  ask  me  if  -vye  took  any 
stock — the  Mutual  Life  took  any  stock — whether  it  would  be  held. 
1  said  whenever  the  Mutual  Life  took  stock  it  wo*ld  be  held— he 
could  rely  on  that.  "We  are  very  large  holders  in  both  to-day  and 
never  sold  a  share  of  it. 

Q.  Who  arranged  that  the  thousand  shares  taken  by  Mr.  Juil- 
liard and  Mr.  Haven  and  yourself  and  Mr.  Iselin  and  Mr.  Jarvie 
and  Mr.  McCurdy  should  be  paid  for  by  the  Guaranty  Trust  Com- 
pany?   A.  I  don't  know  that  it  was. 

Q.  Yes,  it  was  paid  for  by  the  Guaranty  Trust  Company  and 
carried  by  them  for  some  weeks.  Who  arranged  that?  A.  I 
don't  know. 

Q.  Did  you  have  anything  to  do  with  any  of  the  details  of 
these  matters?  A.  ISTo,  I  had  my  share  of  it. 

Q.  Just  what  did  you  personally  do  in  connection  with  the  mat- 
ter?   A.  I  personally  accepted  the  allotment  and  paid  for  it. 

Q.  That  is,  substantially,  when  it  was  divided  in  the  following 
months?    A.  T  don't  know  about  that, 

Q.  Tf  you  have  any  memorandum,  please  consult  it.  A.  I 
gin^ss  if  I  took  ifl  paid  for  it.  There  (showing  counsel  paper).  T 
paid  for  it. 
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Q.  You  now  produce  a  memorandum  under  date  of  May  29th, 
1901,  which  is  a  statement  of  the  3d  vice-president  of  the  Guar- 
anty Trust  Company  in  relation  to  it?  A.  It  is  my  receipt  for 
payment. 

ME.  HIJGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  866.) 

THE  WITNESS :  I  think  I  am  safe  in  saying  that  this  never 
I'ame  before  the  Mutual  Life,  nothing  is  ever  offered  to  the  Mu- 
tual Life  that  does  not  pass  over  my  desk  or  my  assistant's. 

Q.  "^hat  is  one  of  the  subjects  of  our  inquiry.  A.  I,t  never 
fame  to  the  Mutual  Life. 

Exhibit  No.  866  was  read  by  Mr.  Hughes. 

Q.  That  would  indicate  it  was  carried  from  May  13th  to  June 
3d?     A.  Yes,  sir. 

Q.  That  is  the  testimony  as  I  recall  it  of  Mr.  Putnam.  Now, 
-,vho  arranged  that  the  stock  should  be  carried  by  the  Guaranty 
Trust  Company  for  the  various  parties  interested  during  that 
time?     A.  I  don't  know. 

Q.  You  had  nothing  to  do  with  that?  You  were  simply  ad- 
vised that  you  could  have  100  shares,  and  it  was  a  good  thing, 
£,nd  subsequently  you  were  informed  it  was  the  price  and  you 
paid  for  it?     A.  That  was  all  there  was  to  it. 

Q.  When  did  you  put  it  in  the  hands  of  brokers  for  sale?  A. 
During  the  summer. 

Q.  Wasn't  it  during  June?     A.  No.     I  looked  that  up. 

Q.  Well,  in  whose  hands  did  you  place  it  for  sale?  A.  All 
sold  by  Eaton. 

Q.  H.  A.  Eaton?     A.  Yes. 

Q.  What  did  you  get  for  it?    A.  185. 

Q.  When  did  you  sell  it?    A.  In  August. 

Q.  1901?  A.  1901.  I  was  under  no  obligation  to  hold  it,  not 
the  least;  it  was  a  personal  thing. 

Q.  Did  not  you  understand  that  it  was  desired  by  those  who 
had  given  it  or  permitted  the  purchase  that  it  should  be  held? 
A.  Not  a  bit, 

Q.  Mr.  Juilliard  never  suggested  that  to  you?  A.  Not  thf^ 
least. 
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Q.  Did  Mr.  Juilliard  have  any  talk  with  you  about  the  matter  ? 
A.  I  have  no  reeollection  that  he  ever  spoke  to  nie. 

Q.  Did  Mr.  Juilliard  at  any  time  say  anything  to  you,  about 
•A-hat  Mr.  McCurdy  had  told  him  vs^Ith  reference  to  the  Mutual 
Life's  taking  it  or  not  taking  it?     A.  He  did  not. 

Q.  Did  yon  inquire  of  anyone  as  to  who  was  associated  with 
you  in  this  matter?  A.  I  do  not  believe  that  I  did.  I  have  no 
recollection  of  the  fact;  it  was  simply  a  purchase  which  I  paid 
lor'  at  the  time  I  was  asked  and  sold  it  whenever  I  chose  and  it 
had  no  interest  with  anybody  but  myself.  That  is  all  there  is 
about  it. 

Q.  You  knew  Mr.  Juilliard  and  Mr.  Haven  were  interested? 
A.  From  that  note,  yes.  I  have  no  recollection  that.  I  know  of 
any  other  party. 

Q.  Did  the  fact  that  those  who  were  members  of  the  Finance 
Committee  of  the  Mutual  Life  were  associated  in  the  matter 
excite  your  curiosity  at  all  to  inquire  into  it?  A.  Not  the  least. 
1  supposed  it  would  be  very  difficult  to  find  four  or  five  men  more 
intimate  than  we  are  in  the  transaction. 

Q.  Isn't  it  a  fact  you  and  other  members  of  the  Mutual  Life 
are  connected  together — I  mean  other  members  of  the  Finance 
Committee  are  connected  together  with  financial  operations  of 
this  kind?     A.  Yes. 

Q.  Do  you  do  that  frequently?  A.  Frequently,  and  it  is  a 
fact  that  not  one  member  of  that  Finance  Committee,  to  my 
knowledge,  ever  got  one  dollar  by  any  transaction  in  connection 
with  the  Mutual  Life — I  mean  by  his  relationship  with  the  Mu- 
tual Life  or  any  conversation  he  has  heard  in  the  Mutual  Life — 
that  is  as  strong  as  I  can  put  it. 

Q.  In  connection  with  such  matters  how  do  you  and  other 
members  of  the  Finance  Committee  who  are  associated  in  in- 
dividual transactions  draw  the  line  as  to  whether  it  would  be  a 
good  thing  for  the  Mutual  to  take  an  interest  instead  of  the  in- 
dividuals taking  the  interest?  A.  We  would  draw  it  right  here 
in  this  very  company.  We  have  since  bought — this'  company 
when  its  capital  became  two  millions  and  a  half,  when  it  was 
large  enough  to  guarantee  mortgage  and  make  its  guarantee 
strong  we  bought,  I  think,  1,500  shares.  We  have  them  to-day, 
whatever  we  bought  of  the  Lawyers'  Mortgage  Company;  but 
when  that  company  had  $300,000  capital  —  I  merely  give  you 
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this  as  an  illustration  —  I  don't  know  that  it  ever  came  up  —  I  am 
sure  it  never  came  up  before  the  Mutual. 

Q.  You  mean  before  you  —  it  came  up  before  Mr.  McOurdy 

—  "we  have  evidence  enough  on  that  point.  A.  "When  that  com- 
pany was  three  hundred  thousand  dollars,  increasing  its  capital 
to  a  million,  it  was  a  different  kind  of  a  company. 

Q.  You  did  not  look  into  that  question  at  the  time  at  all  ?  A. 
Not  a  bit 

Q.  You  went  into  it  thinking  it  to  be  a  profitable  matter? 
A.  Entirely. 

Q.  And  the  question  of  the  propriety  of  the  Mutual  Life  in- 
vestment did  not  occur  to  you?  A.  Never  was  suggested;  we 
never  had  any  interest  in  the  company.  What  Mr.  Coggeshall 
says  is  true  —  I  did  say  to  him,  but  as  to  his  deduction  in  rela- 
tion to  the  Lawyers'  Mortgage  I  have  not  Only  no  recollection 
of  it  —  I  am  talking  plainly  about  it  —  I  have  no  recollection 
about  it,  but  very  naturally  so,  because  we  never  had  a  dollar's 
interest  in  the  Lawyers'  Mortgage. 

Q.  You  mean  the  Mutual  Life  —  that  we  understand.     The" 
question' we  are  considering  is  how  it  happened  that  you  did  not 

—  my  point  is,  so  far  as  your  examination  is  concerned,  that  you 
did  not  learn  of  the  interviews  that  had.  been  had  with  Mr. 
McCurdy?    A.  Not  at  all. 

Q.  Or  with  Mr.  Juilliard  ?    A.  Not  at  all. 

Q.  And  you  did  not  know  who  your  associates  were  in  the 
matter?  A.  I  presume  I  did  not  because  this  note  gave  me  all 
the  revelation  after  four  years  and  a  half  ago;  from  Mr.  Haven. 

Q.  You  went  into  it  und  were  prepared  to  pay  $12,500-  for 
vour  shares  because  of  the  advice  of  Mr.  Haven  and  Mr.  Juil- 
liard?   A.  Yes. 

Q.  Now,  in  connection  with  this  matter,  Mr.  Haven  had  said 
that  it  was  desired  that  it  should  be  kept  confidential  —  I 
refer  to  the  letter  he  produced.  What  did  you  understand  by 
that?  A.  Well,  that  is  a  very  frequent  thing  if  you  go  into  an 
undertaking  with  men  that  you  do  not  communicate  it  until  it 
is  consummated. 

Q.  Did  you  know  of  any  reason  why  it  should  be  kept  con- 
fidential?    A.  No  particular  reason. 

Q.  It  said  particularly  as  to  the  price?  A.  Well,  now,  I  can 
understand  why — ^that  is  the  issue  price. 

Q.  That  was  the  only  price  as  Mr.  Morgenthau  says?  A.  It 
was  the  issue  price  at  that  time. 
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Q.  It  was  expected  the  stock  would  go  up?  A.  "Well,  that  I 
don't  know. 

Q.  ]^ow,  with  regard  to  transactions  in  which  you  and  the 
other  memhers  of  the  Finance  Committee  were  individually  in- 
terested, did  you  ever  operate  with  any  of  those  in  any  securi- 
ties in  which  the  Mutual  Life  had  any  interest?  A.  Never  in  my 
life. 

Q.  I  do  not  mean  in  the  specific  securities  which  you  dealt 
in,  but  where  the  Mutual  Life  had  any  interest  or  was  con- 
templating any  interest  in  securities  of  the  same  issue?  A.  No. 
I  do  not  mean  to  say  I  never  held  securities  or  bought  securities 
where  the  Mutual  Life  had  an  interest;  that  I  have  done  many 
a  time,  but  I  was  not  actuated  by  the  fact  they  had  them. 

Q.  I  do  not  care  so  much  for  the  matter  of  motive  at  pres- 
ent; I  want  to  get  at  the  facts.  A.  I  would  never — for  instance 
I  have  given  orders  to  sell  securities  which  I  have  had,  and  on 
the  same  day  have  had  an  order  given  to  sell  by  the  Mutual 
Life  and  I  have  countermanded  my  order — withdrawn  my  order 
immediately.  I  never  had  a  transaction  that  as  far  as  I  could 
perceive  would  conflict  with  the  interest  of  the  Mutual  Life 
and  I  think  I  can  say  that  has  actuated  the  Finance  Committee. 

I  cannot  speak  for  any  one  else,  though. 

Q.  You  better  testify  for  yourself.  That  has  been  your  at- 
titude?"   A.  Yes. 

Q.  How  was  it  that  you  and  other  members  of  the  Finance 
Committee  would  be  grouped  together  in  financial  operations? 
A.  Why,  we  were  together,  I  suppose,  Mr.  Hughes,  every  day. 

Q.  That  was  in  connection  with  Mutual  Life  business?  A. 
No,  guaranty  company.  Bank  of  Commerce,  many  other  insti- 
tutions of  the  kind. 

Q.  Were  you  all  in  the  other  companies,  too,  practically?  A. 
Practically. 

Q.  So  yoti  met  very  frequently?    A.  Very  frequently. 

Q.  And  in  connection  with  such   matters  you  found  oppor- 

I I  initios  for  profitable  investment  individually?    A.  Yes. 

Q.  And  acted  in  concert  in  those  matters?  A.  Not  always  in 
concert. 

Q.  Frequently  in  concert?  A.  Frequently  in  concert,  and  fre- 
quently with  things  that  neither  of  the  companies  would  go  into 
— would  invest  in,  what  ^e  did;  that  is  a  matter  of  personsl 
selection. 
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Q.  Have  you  recently  made  any  examination  to  ascertain 
what  economies  could  be  effected  in  the  management  of  the 
Mutual  Life?  A.  Well,  it  would  be  a  rough  statement.  I  know 
I  had  a  statement  drawn  off  for  me  the  other  day  which  I 
would  not  like  to  submit  in  evidence,  but  I  am  always  figuring 
upon  that  thing. 

Q.  What  has  been  the  result  up  to  date  of  your  calculation 
of  economies?  A.  Well,  a  great  many  of  these  things  will  take 
effect  on  the  1st  of  January,  but  we  are  going  to  save  in  our 
supply  department  and  advertising  and  literary  department  which 
go  together  —  we  will  save  three  hundred  thousand  dollars  easy 
enough  in  a  year. 

Q.  Well,  what  other  savings  do  you  think  you  will  be  able 
to  make  ?  A.  I  did  not  expect  this,  I  cannot  tell  you  —  we  shall 
make  a  saving  —  our  saving  in  salaries  is  enormous;  they  lap 
in  as  some  of  these  other  figures.  Our  savings  in  salaries  will 
amount  to  —  $250,000,  I  think. 

Q.  In  a  year?     Go  on.     A.  I  cannot  go  on  any  more. 

Q.  You  have  made  a  grand  total  of  about  what  saving's?  A. 
I  have  discharged  a  great  many  men  —  I  am  discharging  one  of 
the  most  —  the  hardest  things  I  have  had  to  do  is  to  be  the 
headsman  for  the  last  six  weeks  and  I  have  made  —  well,  I 
don't  like  to  state  figures 

We  are  going  to  make  a  great  deal  on  our  insurance  busi- 
ness —  I  am  not  an  insurance  man  —  and  the  thing  is  going  to 
stand  very  differently,  and  we  have  eliminated  unprofitable 
foreign  departments. 

Q.  What  do  you  calculate  is  the  entire  savings  approximately 
—  this  is  merely  an  estimate  we  understand?  A.  Or,  I  don't  think 
I  ought  to  say  that.  We  will  save  a  good  deal  over  a  million, 
of  course. 

Q.  About  a  million  and  a  half?  A.  Well,  you  guess  that; 
that  may  be  wrong;  we  are  going  to  save  all  there  is  in  it. 

Q.  You  think  you  are  going  to  save  over  a  million?  A.  Oh, 
yes. 

Q.  Don't  you  think  you  can  save  a  million  and  a  half?  A.  I 
honestly  do,  but  I  may  be  very  wide  of  the  mark. 

J3Y  ME.  SCOTT: 

Q.  About  your  statement  with  reference  to  the  Foreign  De- 
l)artment,  just  what  have  you  done  with  reference  to  foreign 
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business  or  your  Foreign  Departmnt?  A.  Shall  I  explain  ■ — 
that  is  quite  a  —  the  changes  there  are  somewhat  intricate  and 
are  not  singular.  We  have,  for  example,  discontinued  entirely 
in  Germany,  we  will  give  up  the  business  in  Australia,  in  Copen- 
hagen, and  we  shall  find  when  we  get  further  that  some  im- 
provement must  be  made  in  Southern  Europe.  We  shall  have 
to,  on  account  of  the  Legislation  give  up  France;  we  will  give 
up  a  good  deal  before  we  get  through. 

Q.  I  mean  to  inquire  whether  it  seems  to  be  your  policy  to 
give  up  the  foreign  business?  A.  E"o,  not  at  all  in  itself,  in 
some  places  in  Europe  the  business  cannot  be  profitably  done. 

In  other  places  it  would  be  profitable  if  it  were  not  for  the 
remarkable  legal  exactions.  We  are  compelled  to  leave  France 
by  such  a  demand  for  deposits  that  I  could  not  state  what 
they  are  here,  but  probably  I  will  give  you  an  idea.  We  will 
have  to,  if  we  remain  in  France,  probably  we  shall  have  to  pur, 
up  ten  per  cent,  above  our  reserves  on  all  the  business  as  cur- 
rent business  goes,  .and  then  deposit  the  full  amount  against 
all  the  reserves  on  the  old  business  as  well.  It  would  cost  us 
to  deposit  in  France  twenty-five  millions  of  dollars  to  remain 
there. 

Q.  That  is  under  the  new  law  which  went  into  effect  last 
March?  A.  The  decree  has  not  been  made,  probably  will  be  in 
a  few  months.  We  are  making  changes  in  our  Domestic  Depart- 
ment, of  course,  all  commission  men  are  eliminated  and  we  are 
doing  a  good  deal  of  work. 

BY  ME.  HUGHES: 

Q.  Pardon  me  a  moment,  Mr.  Cromwell,  ha^e  you  made  any 
efforts  to  find  the  whereabouts  of  Mr.  Andrew  G.  Fields?  A. 
Simply  in  seconding  what  had  already  been  done  before  I  became 
president.  I  sent  a  man  to  California,  Mr.  Thommell — I  never 
,  saw  the  man,  but  he  traveled  very  successfully  there — very  largely 
tliere  but  not  very  successfully,  all  over  the  country. 

Q.  Did  he  know  where  to  go?     A.  Well,  I  don't  know. 

Q.  And  what  word  did  you  get  as  the  result?  A.  He  came 
back  and  sai^  he  could  not  find  him.  Pardon  me,  that  is  not  in 
Tny  department,  but  I  know  the  man  was  sent  there. 

ADKIAN"  ISELIN,  JK.,  being  called  as  a  witness,  and  being 
duly  sworn,  testified  as  follows: 
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ny  MR.  HUGHES: 

Q.  Who  brought  to  your  attention  the  proposal  that  you  should 
take  an  interest  in  the  stock  of  the  Lawyers'  Mortgage  Insurance 
Company  in  the  Spring  of  1901?  ,A.  Mr.  Haven  in  a  note  he 
addressed  to  me  dated  May  8. 

Q.  Have  you  the  note?     A.  (Witness  produces  note). 

MR.  HUGHES:  I  offer  it  in  evidence: 

Paper  marked  Exhibit  No.  867,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Had  you  any  interview  "with  Mr.  Haven  in  regard  to  the 
nratter?     A.  I  don't  recollect  any. 

Q.  Did  you  have  any  interview  with  Mr.  McOurdy?  A.  No, 
sir. 

Q.  Or  with  Mr.  Juilliard?  A.  Mr.  Juilliard  may  have  men- 
tioned to  me- — -I  met  him  very  often;  I  have  no  recollection, 
tiiough,  of  any  interview  on  the  subject. 

Q.  Did  you  learn  that  the  thousand  shares  had  been  offered  to 
Mr.  McCurdy  for  the  Mutual?     A.  No,  sir. 

Q.  Did  Mt.  McCurdy  ever  bring  the  matter  before  the  Einance 
Committee?     A.  No,  sir. 

Q.  Did  Mr.  Juilliard  say  anything  to  you  with  regard  to  the 
desirability  of  the  investment?     A.  I  presume  he  did. 

Q.  Do  you  recall  what,  in  substance,  he  .said  upon  that  point? 
A.  No,  except  that  he  thought  it  was  a  good  investment. 

Q.  Did  you  make  any  independent  inquiry  into  the  affairs  of 
the  La wyers'^  Mortgage  Company?  A.  No,  sir,- except  that  I  had 
friends  that  were  in  it  and  who  told  me  that  it  was  a  prosperous 
concern. 

Q.  Did  you  expect  that  the  stock  would  rise  in  value?  A.  I 
don't  think  "1  would  have  taken  it  if  I  did  not. 

Q.  You  regard  it  as  a  good  opportunity?    A.  Yes,  sir. 

Q.  Didn't  you  inquire  how  it  was  that  a  portion  of  the  thou- 
sand shares  was  allotted  to  you  ?    A.  I  did  not. 

Q.  Did  you  laiow  who  your  associates  were  in  the  participation  ? 
A.  I  did  not.    I  probably  did  in  a  general  way. 

Q.  Did  you  know  Mr.  McCurdy  was  associated  with  you?  A. 
I  have  no  recollection  of  anything  now  about  it. 

Q.  Or  Mr.  Cromwell?    A.  No,  I  did  not. 
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Q.  Or  Mr.  Jarvie  ?    A.  I  did  not  know  it  at  the  time. 
Q.  When  did  you  learn  it?    A.  I  learned  it  just  recently,  this 
week.  ^ 

Q.  The  letter  says  Mr.  Juilliard  has  obtained  some  of  the  new 
stock — did  you  learn  how  much  he  had  obtained?  A.  I  have  no 
recollection  of  the  amount  until  I  read  it  this  week. 

Q.  Did  it  occur  to  you  that  that  would  be  a  good  investment 
for  tlie  Mutual?    A.  No,  sir. 

Q.  Did  you  make  inquiries  with  that  in  view  ?    A.  ISfo,  sir. 

Q.  What  did  you  understand  to  be  the  meaning  of  this  clause 
"  please  consider  this,  and  especially  the  price,  entirely  confi- 
dential ?  "  A.  I  think  that  is  very  usual  in  offering  an  interest  in 
an  undertaking  of  that  kind  when  the  price  was  the  price  at  which 
the  stock  had  been  offered  to  the  stockholders. 

Q.  That  was  a  matter  that  was  generally  known,  was  it  not, 
the  stock  was  offered  to  the  stockholders?  A.  Those  who  took 
Mr.  Morgenthau's  share,  there  Avas  but  one  price. 

Q.  Yes,  but  I  do  not  think  it  was  generally  know  that  the  stock 
had  not  been  taken  by  the  stockholders. 

Q.  Didn't  you  understand  that  it  was  desired  that  you  should 
hold  the  stock?  A.  There  was  no  engagement  of  any  kind  on 
my  part,  or  no  condition  made  when  I  took  the  stock. 

Q.  Was  any  intimation  made  to  you?    A.  No,  4one  at  all. 

Q.  Did  you  think  it  was  simply  an  opportunity  to  make  a  profit 
on  a  resale  ?    A.  Yes,  or  hold  for  investment. 

Q.  Did  you  hold  for  investment  or  did  you  resell  ?     A.  I  re-  - 
sold  about  four  months  afterwards. 

Q.  At  what  price?  A.  Two  hundred  and  fifteen.  I  ought  to 
correct  myself,  Mr.  Hughes;  I  resold  fifty  sharej  of  it  at  once 
and  0K6  hundred  shares  were  taken — fifty  shares  for  my  firm, 
A.  Iselin  and  Company,  and  fifty  shares  for  a  customer  of  the 
firm  at  the  exact  price  I  paid  for  it,  one  hundred  and  twenty- 
five  and  some  interest,  and  one  hundred  shares  was  then  sold, 
about  four  months,  in  October,  1901,  at  two  hundred  and  fifteen. 

Q.  You  are  a  member  of  the  Finance  Committee  of  the  Mu- 
tual Life?    A.  Yes,  sir. 

Q.  Did  you  ever  know  there  was  a  Salary  Committee  to  fix 
the  salaries  of  the  executive  officers?  A.  I  know  now,  but  I  did 
not  know  when  I  first  went  on  the  committee. 

Q.  Did  you  know  prior  to  this  summer  or  the  hearings  in  this 
investigation  ?    A.  Yes,  I  did. 
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Q.  When  did  you  first  learn  that  there  was  a  Salary  Commit- 
tee to  fix  the  salaries  of  executive  officers  ?  A.  Well,  it  may  have 
been  several  years  ago. 

Q.  Did  you  know  who  were  on  the  Salary  Committee?  A.  I 
do  not  think  I  did  prior  to  this  summer. 

Q.  Did  you  know  how  they  were  appointed  ?    A.  No,  I  did  not. 

Q.  Did  you  know  what  salaries  they  fixed  ?    A.  I  did  not. 

Q.  Did  you  ever  make  an  inquiry  about  these  matters  ?  A.  I 
did  not. 

Q.  Did  you  ever  call  for  a  report  of  the  committee  ?  A.  E^o,  I 
did  not. 

Q.  As  far  as  you  know  did  the  committee  ever  report  to  any 
other  committee  or  to  the  board  ?    A.  Not  as  far  as  I  know. 

Q.  When  did  you  first  learn  of  the  salary  paid  to  Mr.  R.  A. 
McCurdy ?  -A.  It  was  a  matter  of  gossip  —  I  learned  it  this 
Summer  since  this  investigation  commenced. 

Q.  Prior  to  this  Summer  had  you  any  information  on  the  point  ? 
A.  I  had  none. 

Q.  Didn't  you  think  it  was  your  duty  to  ascertain  what  salaries 
were  paid?     A.  I  did  not. 

Q.  That  did  not  come  up  at  all  ?    A.  No,  did  not  come  up  at  all. 

Q.  Is  the  same  true  as  to  the  salaries  paid  other  executive  of- 
ficers?   A.  Yes,  sir. 

Q.  That  whole  matter  then  was  in  the  keeping  of  the  gentle- 
men who  were  on  the  Salary  Committee  ?    A.  Yes,  sir. 

Q.  Did  you  know  whether  that  committee  was  reappointed  from 
time  to  time  or  held  over?    A.  I  did  not. 

Q.  Didn't  know  anything  about  it  ?  A.  Didn't  know  anything 
about  it. 

Q.  Can  you  explain  how  it  was  that  that  matter  was  allowed  to 
remain  in  that  shape  for  so  long  ?  A.  I  can  explain  it  by  reading 
the  by-laws  which  I  have  done  since  this  investigation  commenced, 
and  the  by-laws  provides,  as  I  understand  it,  that  the  salary  should 
be  fixed  by  the  Finance  Committee  or  president  or  other  appro- 
priate committee. 

Q.  Did  you  understand  that  under  that  by-law  the  matter  of 
salaries  was  to  be  kept  secret?    A.  No. 

Q.  Did  you  think  that  was  a  matter  as  to  which  the  board 
should  be  advised  ?    A.  I  didn't  think  about  it. 

Q.  Didn't  think  anything  about  it  ?  A.  Didn't  think  anything 
about  it. 
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Q.  The  by-law  itself  has  only  recently  been  brought  to  your 
attention  ?    A.  Yes,  sir,  within  the  last  few  months. 

Q.  With  regard  to  the  expenses  the  company  was  undergoing, 
did  you  make  any  inquiries  relating  to  those  ?    A.  E"o,  I  did  not. 

Q.  Were  you  a  member  of  any  other  committee  save  the  Finance 
Committee?     A.  Agency  Committee. 

Q.  How  long  were  you  a  member  of  the  Agency  Committee? 
A.  I  cannot  say.     The  minutes  of  the  company  will  show. 

Q.  Por  some  years  ?    A.  For  some  years. 

Q.  Did  you  see  the  contract  that  C.  H.  Kaymond  Company 
had?    A.  ISTever  laiew  anything  about  it. 

Q.  What  did  the  Agency  Committee  do  with  reference  to  the 
terms  upon  which  agents  were  employed  ?  A.  My  recollection  of 
the  meetings  of  the  Agency  Committee  is  very  dim ;  I  do  not  think 
I  attended  altogether  before  this  investigation  more  than  two  or 
tliree  meetings  of  the  Agency  Committee. 

Q.  Did  you  ever  take  any  steps  to  ascertain  the  terms  upon 
which  agents  were  employed  ?     A.  ISTo,  sir. 

Q.  Prior  to  this  investigation  did  you  know  what  was  paid  to 
Eobert  H.  McCurdy?    A.  No,  sir. 

Q.  Or  the  terms  of  his  contract  relating  to  the  foreign  business  ? 
A.  Knew  nothing  about  it. 

Q.  Were  these  matters  ever  brought  before  the  committee? 
A.  No,  sir,  not  when  I  was  present. 

Q.  What  did  you  ever  do  as  a  member  of  the  Agency  Com- 
mittee ?  A.  Well,  I  attended,  as  I  say,  as  far  as  I  recollect,  two 
or  three  meetings  before  this  investigation  commenced. 

Q.  Do  you  know  what  was  done  at  those  meetings?  A.  I 
think  that  the  president  read  out  reports  and  we  passed  on 
the  dividends  that  were  paid  to  the  policyholders. 

Q.  Did  the  Agency  Committee  have  to  do  with  dividends? 
A.  That  is  my  recollection. 

Q.  Did  the  president  ever  submit  any  proposed  contract  with 
the  agents  ?    A.  No,  sir. 

Q.  Do  you  regard  your  position  as  at  all  different  from  the 
position  of  other  members  of  the  committee  with  regard  to  your 
action — or  in  other  words  were  you  as  active  as  the  other  members 
of  the  committee  so  far  as  you  know?  A.  The  officers  of  the 
company  were  ex-officio  members  of  the  committee  and  they  were 
more  active. 
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Q.  I  mean  apart  from  ex-officio  members — I  mean  representa- 
tives of  the  Board  of  Trustees?  A.  You  mean  on  this  Agency 
Committee  ? 

Q.  Yes.  Was  your  position  peculiar  or  were  the  rest  practi- 
cally occupying  the  same  position  as  yours?  A.  I  think  they 
occupied  the  same  position  as  mine. 

Q.  Do  the  Agency  Committee  make  a  report  to  the  Board 
of  Trustees?  A.  Yes,  their  minutes  were  all  reported  to  the 
board. 

Q.  Did  they  really  report  that  they  had  done  anything  as  an 
Agency  Committee?    A.  Very  little. 

Q.  Did  you  participate  in  any  of  the  syndicates  in  which  the 
Mutual  Life  was  a  participant  ?     A.  Yes,  sir. 

Q.  Are  you  prepared  to  furnish  a  statement  of  those  partici- 
pations?    A.  ISTo,  I  am  not;  I  would  have  to 

Q.  You  can  get  that  up  at  the  same  time  now  if  you  will. 
A.  I  would  have  to  have  a  list. 

Q.  The  company  will  undoubtedly  give  you  a  duplicate  of  the 
syndicate  sheet  which  has  been  furnished  the  Committee.  That 
can  easily  be  arranged,  I  take  it.  From  that  if  you  will  make 
up  a  list,  as  we  are  very  much  pressed  for  time  now,  I  will  not 
take  you  through  the  entire  list,  but  will  ask  you  to  prepare  a 
statement;  if  we  can  have  it  to-morrow  I  should  be  very  glad, 
iDCcaiise  our  sessions  are  limited.  The  paper  to  which  I  refer  is  a 
list  of  syndicate  operations  marked  Exhibit  50  for  identification, 
on  the  part  of  the  Mutual  Life,  and  I  should  also  like  a  statement 
of  your  participation  in  syndicates  in  which  the  Mutual  Life  was 
not  a  participant,  but  where  it  boiight  from  the  syndicate  man- 
agers ?  A.  Perhaps  it  might  be  well  for  me  to  state  that  I  have 
been  a  member — if  you  allow  me 

Q.  Certainly.  A.  Of  the  firm  of  A.  Iselin  and  Company 
since  1869,  and  I  have  been  trustee  of  the  Mutual  Life  for  the 
past  twelve  years  since  1893.  I  have  never  taken  a  participation 
in  a  syndicate  on  my  individual  account.  All  the  participations 
taken  were  taken  for  my  firm.  My  firm  has  been  taking  partici- 
pations in  syndicates  for  twenty-four  years,  before  I  became  a 
trustee ;  they  continued  to  do  the  same  and  there  has  been  no 
participations  taken  —  absolutely  no  participations  taken  by  me 
individually. 

Q.  You  had  an  interest  in  the  firm's  participations  ?  A.  Yes, 
sir.  . .   - 
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Q.  What  I  want  to  get  at  is  this.  Here  are  a  number  of 
syndicate  participations  of  the  Mutual  Life  ?    A.   Yes. 

Q.  And  if  my  memory  serves  me,  I  think  when  Mr.  Haven 
puts  in  his  statement  to-morrow  we  will  have  all  the  participa- 
tions of  the  Finance  Committee  men  of  the  Mutual  Life  except 
yours.  What  I  want  to  get  at  is  your  own  participations  either 
(lirectly  or  through  your  firm  in  syndicates  where  the  Mutual 
Life  was  a  party  or  bought  bonds  of  syndicate  managers.  1  do 
not  want  your  outside  participations  where  the  Mutual  was  not 
interested  either  by  being  a  participant  or  buying  bonds  of  the 
syndicate  as  shown  by  its  sheets,  which  of  course  the  com- 
pany will  give  you.  If  you  will  let  me  have  them  to-morrow  I  will 
excuse  you  now?  A.  I  would  like  to  state  also  that  my  firm  is 
a  considerable  buyer  of  bonds. 

Q.  I  am  not  asking  you  for  your  firm's  purchases;  I  am  ask- 
ing for  participations.    A.  You  asked  me  when  we  bought  bonds. 

Q.  No,  you  misunderstood  me.  I  am  asking  you  for  partici- 
pations in  syndicates  where  the  Mutual  Life  was  a  participant 
or  where  the  Mutual  bought  bonds  from  the  syndicate  man- 
agers ?  A.  Well,  my  firm  bought  bonds  from  syndicate  managers, 
too. 

Q.  Well,  that  is  a  matter  which  you  can  state  or  not,  as  you 
please.  That  is  not  the  inquiry  I  am  interested  in.  I  want  to 
know  the  extent  to  which  there  was  any  benefit  by  the  purchase 
on  the  part  of  the  Mutual  of  securities  floated  by  syndicate 
managers,  where  you  were  interested  in  the  syndicate  ?  A.  You 
want  the  amount  of  participations? 

MK.  HUGHES :  Yes,  the  character  and  the  amounts.  That 
is  all,  Mr.  Iselin. 

JOHN"  P.  MUISriSr,  called  as  a  witness,  being  duly  sworn,  testi- 
fied as  follows : 

BY  MR.  HUGHES : 

Q.  Dr.  Munn,  you  are  the  president  of  the  United  States  Life 
Insurance  Company?     A.  Yes,  sir. 

Q.  How  long  have  you  been  president?    A.  Since  1902. 

Q.  Your  company  is  organized  under  the  laws  of  the  State  of 
ITew  York?    A.  Yes,  sir. 

Q.  When  was  that  company  organized  ?    A.  In  1850. 
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Q.  Under  a  special  act?    A.  Yes,  sir. 
Q,  Do  you  remember  the  year  ? 

MK.   PATTEKSON:    Here  is  a  copy  of  tho  charter,  Mr. 
Hughes. 

ME.  HUGHES;  This  is  a  copy  of  the  charter.  I  will  have  it 
marked  for  identification. 

(Book  marked  Exhibit  868  for  identification.) 

Q.  This  was  under  the  act  of  1849,  I  find.     A.  Yes,  sir. 

MK.  HUGHES:  I  will  read  the  following  paragraphs  of  the 
charter. 

Article  III.  The  instirance  business  of  the  company  shall  be 
transacted  upon  the  mutual  principle,  except  where  by  express 
agreement  between  the  company  and  the  assured,  such  mutuality 
is  waived,  and  there  shall  be  a  guarantee  capital  of  at  least  one 
hundred  thousand  dollars. 

Article  IV.  Section  6.  Every  shareholder  shall  be  entitled  to 
one  vote  for  directors  for  every  share  of  capital  stock  standing  in 
his  name  on  the  books  of  the  company.  That  being  a  portion  of 
f.aid  provision. 

Article  VI.  Section  3.  If  consistent  with  the  then  existing  laws 
of  this  State  the  directors  may  at  any  time  increase  the  guarantee 
capital  by  subscriptions,  until  the  same  shall  amount  to  one  million 
of  dollars. 

Article  VI.  Section  4.  The  proprietors  of  the  guarantee  capital 
may  be  allowed  semi-annual  interest  thereon  not  exceeding  T  per 
cent,  per  annum. 

Article  VI.  Section  5.  Twenty  per  cent,  of  the  net  profits  of  the 
company  after  paying  such  interest  shall  be  apportioned  pro  rata 
among  the  proprietors  of  the  guarantee  capital  and  the  remaining 
80  per  cent,  thereof  shall  be  apportioned  pro  rata  among  the  assured 
insuring  on  the  mutual  principle,  who  shall  have  paid  an  annual 
premium  three  years  in  succession. 

Section  6.  The  said  company,  at  the  expiration  of  thTee  years 
from  the  time  that  the  first  policy  shall  have  been  issued  and  bear 
date,  and  within  thirty  days  thereafter,  and  during  the  first  thirty 
days  of  every  subsequent  period  of  three  years,  shall  cause  a  bal- 
ance to  be  struck  of  the  affairs  of  the  company,  in  which  they  shall 
charge  each  holder  of  the  policy  with  a  proportionate  share  of  80 
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per  cent,  of  the  losses  and  expenses  of  tlie  said  company,  according 
to  the  amount  of  premiums  paid  on  said  policies ;  but  in  no  case  to 
exceed  the  amount  of  the  profits  thereon,  to  his  credit,  and  shall 
charge  each  proprietor  of  the  guaranteed  capital  with  his  propor- 
tion of  twenty  per  cent,  of  the  said  losses  and  expenses.  Each 
bolder  of  a  policy  shall  be  credited  with  a  proportionate  share  of 
eight  per  cent,  of  the  net  profits  of  the  company  as  aforesaid,  and 
in  case  of  death  of  an  issured  party,  the  amount  insured  and  the 
profits  standing  to  his  credit  at  the  last  preceding  striking  of  the 
balance  shall,  within  three  months,  be  paid  over  to  his  legal  repre- 
sentative or  assign,  and  the  proportion  of  profit  which  shall  be 
found  to  belong  to  sa:»l  policyholder,  at  the  next  subsequent  strik- 
ing of  the  said  balance  shall  be  paid  over  to  the  legal  representative 
or  assign  of  such  deceased,  within  three  months  after  the  said  last 
mentioned  balance  shall  be  struck.  It  being  understood,  however, 
that  no  fraction  of  a  year  shall  be  estimated  in  determining  a  right 
to  profit.  Each  holder  of  the  gTiarantee  capital  shall  be  entitled  to 
draw  whatever  may  appear  to  his  credit  over  and  above  his  capital 
upon  striking  such  oalance,  his  capital  being  left  open  for  accumu- 
lation for  each  interval. 

MR  HUGHES :  I  refer  to  Chapter  710  of  the  laws  of  1870 
amending  the  charter  of  the  United  States  Life  Insurance  Com- 
pany as  follows : 

Section  1.  The  United  States  Life  Insurance  Company,  may, 
anything  in  any  law,  charter  or  articles  of  association  contained 
to  the  contrary  notwithstanding,  make  distribution  of  such  sur- 
plus as  they  have  accumulated  or  may  accumulate  annually,  or 
once  in  two,  three,  four  or  five  years,  as  the  directors  thereof  may 
from  time  to  time  determine. 

Section  2.  Such  portion  of  surplus  funds  as  the  policyholders 
may  be  entitled  to  may  be  distributed  among  the  policyholders  of 
such  company,  in  proportion  to  the  sum  of  money  which  each 
member  has  contributed  to  the  total  of  the  surplus  fund,  to  be  dis- 
tributed among  the  policyholders,  and  including  in  such  distribu- 
tion a  just  and '  equitable  allowance  for  interest;  and  any  such 
dividend  or  surplus  may,  at  the  option  of  the  company,  be  credited 
to  the  holder  of  the  policy,  to  accumulate  for  his  benefit,  or  may 
be  paid  in  cash  to  the  policyholder  or  be  applied  to  the  purchase 
of  additional  insurance,  or  in  reduction  of  or  toward  the  pay- 
ment of  premiums;  and  it  shall  be  lawful  for  said  company  at 
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any  time  by  agreement  witli  the  policyholder,  to  take  a  surrender 
and  cancel  any  dividend  which  may  be  or  now  is  standing  to  the 
credit  of  any  policyholder  or  any  additional  insurance  that  may 
have  been  purchased  with  any  such  dividend.  Policies  which 
have  become'  payable  before  the  time  when  such  distribution  is 
made,  and  after  the  date  of  last  previous  distribution  of  surplus, 
may  share  in  the  same  capacity  and  proportionally. 

Section  3  provides  with  regard  to  policies  in  favor  of  married 
women. 

Section  4  that  the  act  shall  take  effect  immediately. 

The  charter  was  further  amended  by  Chapter  624  of  the  laws 
of  1872,  as  follows: 

Section  1.  The  sixth  section  in  Article  Six  of  the  Charter  of 
the  United  States  Life  Insurance  Company  in  the  City  of  New 
York  is  hereby  amended  to  read  as  follows: 

Section  6.  The  said  company  shall,  within  30  days  after  the 
4th  day  of  March,  18Y3,  and  in  every  subsequent  year  for  the 
balance  to  be  struck  of  the  affairs  of  the  company,  showing  the 
gross  profits  of  said  company,  if  any  for  the  year  ending  the 
31st  day  of  December  preceding;  and,  after  deducting  therefrom 
all  proper'  costs,  charge,  expense  and  interest  on  the  guarantee 
capital  and  the  scrip  certificates  hereinafter  provided  for,  and 
reserving  thereof  such  sums  as  may  be  necessary  and  proper  to  be 
applied  to  the  reserve  and  surplus  funds  of  such  company,  shall 
apportion  the  residue  of  the  net  profits  as  is  provided  for  by  the 
fifth  section  of  said  Article  6  of  the  said  charter  as  hereby 
amended. 

The  distribution  of  the  sum  so  apportioned  to  the  policy- 
holder of  said  company  shall  be  made  in  accordance  with  the 
provisions  of  Section  2  of  the  act  of  the  Legislature  entitled, 
"An  Act  to  Amend  the  Charter  of  the  United  States  Insurance 
Company,"  passed  May  6th,  1870,  it  being  imderstood,  how- 
ever, that  no  portion  of  a  year  shall  be  estimated  in  deter- 
mining a  right  to  profits,  and  each  holder  of  the  guarantee  capital 
shall  be  credited  on  the  books  of  the  company,  with  his 
portion  of  a  net  profit,  so  declared  as  aforesaid,  for  which  he 
shall  be  entitled  to  receive  a  scrip  certificate,  al^signable  only  x»u 
the  books  of  the  company  on  the  surrender  of  the  certificate,  bear- 
ing an  annual  interest  of  seven  per  cent.,  to  be  paid  semi-annu- 
ally, on  the  same  days  on  which  interest  on  the  guarantee  capital 
shall  be  payable,  and  so  on,  until  the  aggregate  of  the  guarantee 
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capital  and  of  such  scrip  certificates  shall  amount  to  tEe  suna  of 
one  million  dollars,  when  said  scrip  shall  be  surrendered,  and 
certificates  of  guarantee  capital  shall  be  issued  in  lieu  thereof, 
thereupon  the  guarantee  capital  shall  consist  of  said  amount  of 
one  million  dollars,  and  shall  be  entitled  to  interest  as  now  pro- 
vided for  in  the  fourth  section  of  said  Article  6  of  said  charter, 
but  shall  not  be  entitled  to  any  pro  rata  share  in  the  net  profits 
of  said  companies,  except  a  sum  equal  to  three  per  cent,  per 
annum  on  its  said  capital;  and  all  of  said  net  profits  ascertained 
as  above  directed,  except  said  last  mentioned  sum  of  three  per 
cent,  per  annum  shall  be  apportioned  among  the  policyholders 
in  said  company,  in  the  same  manner  as  is  provided  in  the  sec- 
ond section  of  the  said  act  of  May  6th,  1870. 

Section  2.  Section  5  of  said  Article  6  of  the  said  charter  is 
hereby  amended  by  striking  thereout  the  words  "  who  shall  have 
paid  an  annual  premium  three  years  in  succession." 

Section  3  provides  for  a  repeal  of  inconsistent  provisions  of 
Section  4. 

Section  4  that  the  Act  shall  take  effect  immediately. 
The  charter  was  further  amended  by  the  laws  of  1882,  chapter 
44,  as  follows: 

"  Section  1.  Whenever  the  aggregate  of  the  guarantee  cap- 
ital and  scrip  certificates  of  the  United  States  Life  Insurance 
Company  .of  the  City  of  New  York  shall  amount  to  the  sum  of 
$440,000,  the  further  issue  of  scrip  shall  cease,  and  the  Board  of 
Directors  of  said  company  shall  call  in  all  scrip  certificates  for 
the  purposes  hereinafter  stated.  Written  or  printed  notice  of 
such  call  shall  be  served  upon  each  holder  of  said  scrip,  by  mail- 
ing the  same  addressed  to  the  holder  thereof,  at  his  last  known 
place  of  business  or  residence,  and  prepaying  the  postage 
thereon.  Proof  by  afiidavit  of  such  service,  by  mailing  or  pre- 
paying of  postage,  shall  be  sufficient  evidence  thereof  in  any 
court  or  proceeding.  Interest  on  said  scrip  certificates  shall 
cease  three  months  after  service  of  such  notice,  or  upon  previous 
surrender  of  the  scrip.  Said  scrip  certificates  may  be  surren- 
dered by  the  respective  holders  thereof  at  the  company's  prin- 
c'lpal  office  in  the  City  of  l^ew  York,  and  upon  such  surrender 
tlie  said  certificate  shall  be  cancelled  and  certificates  of  guar- 
antee capital  shall  be  issued  in  lieu  thereof,  and  it  shall  be  allow- 
able to  issue  certificates  for  fractional  shares  of  guarantee 
capital  m  exchange  for  scrip  certificates  for  like  amounts;  where- 
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upon  the  guarantee  capital  shall  consist  of  said  amount  of 
$440,000,  and  the  holder  of  said  guarantee  capital  may  be  al- 
lowed interest  as  now  provided  for  in  the  fourth  section  of  Article 
6  of  the  charter  of  the  said  company,  but  shall  not  be  en- 
titled to  or  receive  any  other  or  additional  rate  of  interest,  nor 
to  any  pro  rata  or  other  share  in  the  net  profits,  surplus  or  divi- 
dend of  said  company;  but  thereafter  the  entire  net  profits  and 
divisible  surplus  shall  be  ascertained  by  the  Board  of  Directors 
in  accordance  with  the  contract  between  the  said  company  and 
its  policyholders  respectively;  and  annually,  or  once  in  two  or 
more  years  thereafter,  the  sum  which  may  be  set  apart  by  the 
said  board  from  stich  net  profits  or  divisible  surplus  for  such  pur- 
pose shall,  in  the  manner  provided  in  said  charter,  as  hereby 
amended,  be  apportioned  among  the  policyholders  entitled  to  par- 
ticipate therein,  according  to  their  respective  classes  and  the  terms 
of  their  respective  contracts." 

Section  2  provides  for  the  repeal  of  inconsistent  provisions. 

Section  3  that  the  act  shall  take  effect  immediately. 

Q.  Have  there  been  any  other  amendments  to  the  charter?  A. 
No. 

Q.  What  is  the  present  capital  of  the  United  States  Life  In- 
surance Company?    A.  $440,000. 

Q.  What  amount  is  paid  upon  that  capital  annually?  A.  Seven 
per  cent,  interest. 

Q.  Do  the  stockholders  receive  any  other  returns  by  way  of 
credit  or  profits,  dividends  or  otherwise?    A.  ISTo,  sir. 

Q.  Were  you  connected  with  the  United  States  Life  Insurance 
Company  prior  to  the  time  that  you  became  president?  A.  Yes, 
sir. 

Q.  In  what  way?    A.  Medical  director. 

Q.  How  long  were  you  medical  director?  A.  I  do  not  recall 
the  year  that  I  was  made  medical  director.  It  was  a  good  many 
years  ago,  a  number  of  years. 

Q.  Had  you  any  other  connection  with  the  company  aside  from 
that  of  medical  director?  A.  When  I  first  went  with  the  com: 
pany  I  went  as  medical  examiner. 

Q.  Are  these  the  by-laws  of  your  company  (handing  booik)? 
A.  Yes,  sir. 

ME..  HUGI-IES:     I  will  have  them  marked  for  identification. 

(Book  laarked  Exhibit  869  for  identification.) 
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Q.  Yon  have  apparently  three  standing  committees,  a  Finance 
Committee,  a  Committee  on  Claims  and  an  Auditing  Commit- 
tee?    A.  Yes,  sir. 

MR.  HUGHES :  It  is  provided  in  Article  X.  of  the  by-laTO 
that  the  Finance  Committee  shall  consist  of  four  directors  besides 
the  president,  any  three  of  vs^hom  shall  constitute  a  quorum  for  the 
transaction  of  business.  That  it  shall  hold  regular  meetings  at 
least  once  every  week  and  shall  superintend  and  direct  any  extra 
payments  not  duly  authorized  by  the  board  and  investment  of 
the  funds  of  the  company,  examine  quarterly  the  assets  and  se- 
curities of  the  company  and  report  to  the  board. 

Q.  Have  you  an  Executive  Committee?    A.  Yes,  sir. 

Q.  Apart  from  the  Finance  Committee?  A.  ISTo,  sir;  I  beg 
pardon. 

Q.  The  Finance  Committee  is  the  Executive  Committee?  A. 
The  Finance  Committee  is  the  Executive  Committee. 

Q.  The  Finance  Committee  is  practically  the  committee  direct- 
ing the  proceedings  of  the  company  when  the  Board  of  Directors 
is  not  in  session?    A.  Yes,  sir;  we  have  no  Executive  Committee. 

Q.  Are  any  payments  made  by  your  company  upon  executive 
order  without  the  authorization  or  approval  of  the  Finance  Com- 
mittee? A.  Every  payment  made  by  our  company  is  approved  by 
the  Finance  Committee.  There  are  some  small  amounts  that  are 
paid  before  the  Finance  Committee  see  them. 

Q.  Are  there  any  payments  that  are  made  upon  the  sole  author- 
ity of  yourself  as  president  without  reference  to  the  Finance  Com- 
mittee?   A.  No,  sir. 

Q.  The  Committee  on  Claims  apparently  is  charged  with  the 
duty  of  investigating  policy  losses,  losses  on  claims  on  policies?  A. 
Yes. 

Q.  The  Auditing  Committee,  it  is  said,  shall  consist  of  three  di- 
rectors, to  whom  shall  be  referred  the  several  monthly  reports  of 
all  receipts  and  payments.  Are  your  accounts  actually  audited  by 
that  committee?  A.  They  are  actually  audited,  every" expenditure 
of  the  company  is  audited  by  that  committee. 

Q.  How  frequently  does  that  audit  take  place?  A.  I  don't 
know  that  they  have  a  regular  time  for  meeting.  About  five  times 
a  year. 

Q.  Is  this  a  correct  statement  (producing  paper)  of  the  salaries 
of  the  officers  of  your  company  (handing  paper)  ?    A.  Yes  sir. 


Testimony  of  John  P.  Munn,  4587 

"^ ■■  ■-  ■  - — '  — -.i.i-...  I        '■   ■  — < 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  870.) 

Mi.  Hughes  then  read  Exhibit  870. 

Q.  Your  company  was  examined  by  the  Department  of  Insur- 
ance in  the  early  part  of  the  year,  I  believe?  A.  In  the  latter 
part  of  last  year  and  early  part  of  this  year. 

Q.  The  report  being  under  date  of  March  14,  1905?  A.  I  do 
not  remember  thp  date. 

ME.  HUGrHES:  I  vyill  Offer  in  evidence  and  read  the  Exam- 
iner's report. 

(Paper  marked  Exhibit  ISTo.  871.) 

Mr.  Hughes  then  read  Exhibit  No.  871. 

Q.  Following  upon  that  report  what  action  did  you  take  with 
regard  to  the  securities  mentioned,  the  Virginia  Passenger  & 
Power  Company  first  consolidated  mortgage  fifty-year  five  per  cent. 
gold  bonds  par  value  $100,000?  A.  We  sold  those  securities  for 
$85,000. 

Q.  They  were  taken  up  by  you,  were  they  not?    A.  Yes,  sir. 

Q.  And  did  the  company  in  any  way  advance  directly  or  indi- 
rectly any  moneys  required  for  that  purchase?  A.  Not  a  dollar 
in  any  way  in  the  world. 

Q.  Those  were  taken  at  $85?    A.  Yes,  sir. 

Q.  And  $85,000  was  put  in  the  treasury  of  the  company?  A. 
Yes,  sir. 

Q.  And  there  was  no  investment  in  any  other  securities  of  that 
particular  amount  or  no  substitution  which  in  any  way  affected 
the  giving  to  the  company  of  that  amount  of  money?  A.  No 
way  at  all. 

ME.  PATTEESON:  Are  you  willing  to  ask  the  witness  what 
those  bonds  cost  the  company? 

Q.  Yes.     What  did  the  bonds  cost  the  company  ?     A.  $50,000. 

Q.  $50;00e?     A.  Yes,  sir. 

Q.  So  th/j  company  made  a  profit  on  them  of  $35,000?  A. 
$35,000. 

Q.  What  was  the  justification  for  the  inclusion  of  those  bonds 
in  the  annual  statement  of  December  31,  1904,  at  85?  A.  At 
that  time  we  believed  and  I  believe  that  that  was  the  proper 
value  for  those  bonds.     The  list  of  our  securities,   all  of  our 
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bonds  and  stocks  that  we  had  were  given  to  a  very  reputable 
and  competent  Wall  Street  house,  and  they  passed  u-pon  those 
bonds ;  they  gave  them  a  value  of  85. 

Q.  What  house  was  that?  A.  It  was  N.  W.  Halsey  &  Com- 
pany. 

Q.  Were  they  the  brokers  through  whom  the  United  States 
Company  did  business?  A.  We  have  done  business  with  those 
people,  but  not  until  comparatively  recently. 

Q.  Was  that  company,  this  Virginia  Passenger  &  Power  Com- 
pany, one  in  which  your  stockholders  were  interested  ?  A.  Only 
myself.     I  had  an  interest  in  that  company. 

Q.  Who  was  president  of  the  company?  A.  At  that  time  I 
believe  a  Mr.  Sitterding. 

Q.  Well,  at  the  time  you  acquired  the  bonds?     A.  Yes. 

Q.  Was  there  any  one  who  was  interested  in  the  United  States 
Life  Insurance  Company,  as  a  stockholder  other  than  yourself 
that  was  interested  in  the  Virginia  Passenger  &  Power  Company  ? 
A.  I  don't  know  that  there  was,  Mr.  Hughes. 

Q.  How  did  you  come  to  make  that  purchase?  A.  Of  the 
$85,000  ? 

Q.  Yes.  A.  Some  years  before- — ^you  have  the  date  at  which 
this  $50,000  was  invested — we  bought  50  bonds  of  the  Eichmond 
Passenger  &  Power  Company  for  $45,000,  I  think. 

Q.  Those  bonds  were  afterwards  sold — ^you  have  the  record 
there,  perhaps,  giving  you  the  dates,  have  you  ?  A.  I  have  it  in 
my  pocket,  I  think.  The  investments  will  show  (referring  to 
papers).  I  know  that  we  invested  in  these  bonds  and  bought  50 
of  the  bonds  for  $45,000.  These  bonds  were  sold  off  at,  and  that 
money  was  invested  in  the  new  consolidated  company,  the  Vir- 
ginia Passenger  &  Power  Company. 

Q.  Who  were  the  members  of  your  Finance  Committee  at 
that  time?  A.  George  G-.  Williams,  Clarence  H.  Kelsey  and 
James  R.  Plum,  I  think. 

Q.  Is  Mr.  George  E.  Pisher  a  director  of  your  company  ?  A. 
No,  sir. 

Q.  Was  he  at  that  time?    A.  He  was. 

Q.  Was  he  interested  in  the  Virginia  Passenger  &  Power 
Company?     A.  He  was. 

Q.  Did  he  have  a  controlling  interest  in  that  company?  A. 
He  controlled  the  company. 

Q.  Was  Mr.  Henry  Sampson  a  director  of  your  company  at 
that  time?     A.  Yes,   sir. 
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Q.  Was  lie  interested  in  the  Virginia  Company?  A.  I  tMnk 
Mr.  Sampson  had  some  of  these  bonds. 

Q.  Was  Mr.  Edwin,  Langdon  interested  in  the  Virginia  Pas- 
senger &  Power  Company  ?     A.  I  do  not  think  so. 

Q.  Was  he  a  director  of  your  company  at  that  time?  A.  He 
was. 

Q.  And  you  acquired  the  interests  in  the  Virginia  Passenger 
&  Power  Company,  the  consolidated  company  of  1902,  at  the 
time  it  was  controlled  by  George  E.  Fisher?  A.  I  think  he  con- 
trolled it  at  that  time.  I  don't  know  that  he  actually  controlled 
that  by  his  interest  in  it,  but  he  really  controlled  the  company. 

Q.  What  led  you,  Doctor  Munn,  to  take  up  that  investment? 
Why  should  you  have  done  it?  A.  I  felt  —  which  one  do  you 
mean,  Mr.  Hughes  ? 

Q.  The  Virginia  Passenger  &  Power  Company.  A.  The 
$85,000? 

Q.  Yes,  we  are  talking,  as  I  understand  it,  of  the  same  se- 
curity, are  we  not?    A.  Yes,  sir. 

Q.  There  is  only  the  one?    A.  Yes. 

Q.  The  par  value  of  $100,000?  A.  What  I  wish  to  know  is 
whether  you  meant  the  original  investment  or  my  taking  up  the 
$85,000? 

Q.  Yes,  I  want  to  know  why  it  was  you  paid  the  $85,000  for 
these  bonds  after  the  report  of  the  superintendent?  A.  I  did 
that,  Mr.  Hughes,  because  I  had  been  interested  in  that  com- 
pany. I  felt  that  if  there  was  any  moral  obligation  for  that  in- 
vestment resting  on  me,  I  would  make  that  good.  That  was 
the  only  reason  that  I  took  it  up.  I  was  never  asked  by  any  one 
to  take  it  up.  Our  own  Finance  Committee,  when  I  suggested 
it,  felt  that  it  was  uncalled  for  on  my  part,  but  that  it  was  a  very 
generous  thing  for  me  to  do. 

Q.  Did  you  in  naming  those  who  were  members  of  the 
Finance  Committee  refer  to  it  as  now  constituted?  A.  At  the 
present  time  the  Finance  Committee  is  James  E.  Plum,  Mr. 
William  H.  Potter  and  Mr.  Clarence  H.  Kelsey. 

Q.  And  there  are  others  who  are  ex  officio  members?  A.  No, 
sir,  that  is  our  full  committee  at  the  present  time.  The  president 
of  the  company  is  a  member  ex  officio. 

Q.  There  was  a  supplemental  report  made  by  the  Depart- 
ment of  Insurance  or  its  chief  examiner?     A.  Yes. 

ME.  HUGHES:  I  offer  that  in  evidence. 
(Paper  marked  Exhibit  8Y2.) 
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Mr.  Hughes  then  read  Exhibit  872. 

Q'.  What  interest  did  the  United  States  Life  Insurance  Com- 
pany have  in  the  Merchants'  Trust  Company  ?  A.  None  what- 
ever. 

Q.  Were  you  individually  interested  in  the  Merchants'  Trust 
Company?    A.  Yes,  sir. 

Q.  Did  that  company  finance  or  have  the  flotation  of  the  Vir- 
ginia Power  bonds?  A.  It  did  not  have  the  flotation  of  the 
bonds,  as  I  understand  it.  They  were  connected  with  that  enter- 
prise. 

Q.  Did  the  United  States  Life  Insurance  Company  use  the 
Merchants'  Trust  Company  as  a  depository?  A.  Only  for  the 
deposit  of  this  $50,000  that  these  bonds  were  sold  for.  They 
never  had  any  account  there  and  never  kept  any  account  there. 

Q.  Never  kept  any  account  with  that  company?  A.  No,  sir; 
nothing  to  do  with  it. 

Q.  Nothing  to  do  with  it  whatever?    A.  Nothing  whatever. 

Q.  Did  it  buy  the  securities  or  take  them  from  the  Merchants' 
I'rust  Company  ?  A.  This  statement  will  show  that,  Mr.  Hughes. 
I  do  not  think  so.  I  do  not  know  how  that  is.  You  have  a  list 
that  would  show  that  I  think. 

Q.  Here  is  a  sheet  showing  purchases  and  sales  of  securities. 
Did  your  company  acquire  any  securities  from  the  Merchants' 
Trust  Company?  A.  Unless  they  acquired  these,  Mr.  Hughes. 
Do  you  find  that  item  there? 

Q.  It  says  opposite  the  Virginia  Passenger  &  Power  Com- 
pany, "  received  a  member  of  underwriting  syndicate  from  Mer- 
chants' Trust  Company,  with  500  shares  common  stock  and  350 
shares  preferred  stock,  value  not  yet  determined."  Does  that 
mean  that  the  United  States  Life  Insurance  Company  was  a 
member  of  the  syndicate  that  underwrote  the  securities  of  the 
Virginia  Passenger  &  Power  Company?  A.  They  signed  a  syn- 
dicate for  $50,000,  and  afterwards  that  syndicate  did  not  go 
Ihrough,  I  believe.  But  they  finally  acquired  these  bonds  in  this 
way. 

Q.  What  did  you  say  their  prior  interest  was  in  the  under- 
writing bonds?  A.  $45,000  was  the  first  investment,  and  that 
was  sold  for  $50,000,  and  that  $50,000  was  invested  in  these 
$100,000  bonds  and  the  stock. 

Q.  Was  that  sold  out  for  cash  independently  of  this  invest- 
ment?    A.  Yes,  sir;  sold  out  entirely  for  cash. 


Testimony  of  John  P.  Munn.  4591 

Q.  So  that  at  the  time  of  the  organization  of  the  new  com- 
pany the  United  States  Life  Insurance  Company  was  free  to 
invest  in  the  securities  or  not  as  it  chose?     A.  Yes. 

Q.  And  it  then  entered  into  the  syndicate  to  the  extent  of  a 
subscription  for  $50,000  of  the  bonds?     A.  It  did. 

Q.  Did  it  go  into  any  other  syndicate  underwriting  with  the 
ITerchants'  Trust  Company?     A.  Never. 

Q.  Who  is  C.  L.  Jacobus?    A.  C.  L.  Jacobus  is  a  broker. 

Q.  Who  is  L.  U.  Maltby  2d?  A.  He  is  also  a  broker.  I  do 
not  think  he  is  a  member  of  the  exchange.  He  is  a  yoimg  man 
v/ho  has  bought  securities  for  us  and  sold  them. 

Q.  I  show  you  a  number  of  your  transactions  of  purchases  and 
sales  of  securities  through  C.  L.  Jacobus.  Has  he  any  relation 
to  any  officer  of  your  company?  A.  No,  sir.  Mr.  Jacobus  was 
originally  a  patient  of  mine,  that  is  the  only  relation.  I  have 
known  him  for  many  years. 

Q.  Has  any  officer  of  your  company  at  any  time  had  any  in- 
terest, commission  or  returns  of  any  sort  on  any  purchases  or 
sales  of  securities  made  by  your  company?    A.  Never. 

Q.  Has  your  company  ever  invested  in  the  Rutland  Street  Rail- 
road ?     A.  Never. 

Q.  Or  in  the  Hudson  Valley  Railway?     A.  Never. 

Q.  And  when  I  asked  you  whether  it  had  been  in  any  syndi- 
cate underwriting  in  which  the  Merchants'  Trust  Company  was 
interested  I  intended  to  include  any  transaction  with  the  Mer- 
chants' Trust  Company?  A.  Never  had  any  transaction  with  the 
Merchants'  Trust  Company,  was  never  related  to  it  in  any  way 
in  the  world,  Mr.  Hughes. 

Q.  Well,  that  being  the  case,  what  led  the  company  to  make 
an  investment  like  that  Virginia  Passenger  &  Power  Company 
investment  three  years  ago?  A.  Well,  it  was  thought  to  be  a 
good  investment. 

Q.  Well,  who  brought  it  to  your  attention?  A.  I  knew  about 
this  property  myself.  I  had  been  interested  in  the  property  and 
I  believed  that  it  was  a  good  investment  for  our  company. 

Q.  It  was  a  combination  of  several  interests,  was  it  not?  A. 
Yes,  sir,  it  was  a  consolidation  of  all  the  electric,  water  power 
properties  in  Richmond  and  Petersburg,  Virginia. 

Q.  Has  your  company,  that  is  the  United  States  Life  Insur- 
ance Company,  ever  been  in  any  other  syndicate  ?  A.  Yes,  sir; 
it  acquired  some  of  the  Japanese  bonds  through  a  syndicate. 
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Q.  Has   a   statement  been  furnished  the  committee   of  your 
syndicate  participations?     A.  Yes,  sir;  I  have  one  here. 
Q.  Is  this  it  (handing  paper)?     A.  Yes,  sir. 

ME.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  873). 

Mr.  Hughes  then  read  Exhibit  873. 

Q.  Were  you  peiBonally  interested  in  any  of  these  syndicates? 
A.  No,  sir. 

Q.  Were  you  not  interested  in  the  Virginia  Passenger  & 
Power  Company  syndicate  personally?  A.  Yes,  sir,  I  had  an 
interest  in  that  company. 

Q.  Were  you  interested  in  the  syndicate,  were  you  one  of  the 
underwriters?  A.  Really,  I  think  that  I  was,  Mr.  Hughes,  but 
I  am  not  sure  about  that. 

Q.  Was  any  other'  officer  of  your  company  interested  in  it? 
A.     No,  sir. 

Q.  Do  you    know  the  extent  of  your  interest?     A.  I  do  not. 

Q.  Was  any  officer  of  your  company  interested  in  any  of  the 
other  syndicates  mentioned?     A.  No,  sir. 

Q.  Who  are  the  directors  of  your  company?  A.  I  have  not 
a  list  here,  Mr.  Hughes. 

Q.  Will  you  tell  me  if  that  is  a  correct  list,  and  if  not,  will 
you  read  a  list  which  will  make  the  necessary  corrections  (hand- 
ing paper)?     A.  This  is  not  a  correct  list,  Mr.  Hughes. 

Q.  Suppose  you  read  a  list  which  will  make  the  correction? 
as  you  go  along?  A.  Henry  C.  Hulbert,  James  R.  Plum  (viz. 
Leland),  D.  H.  Hotaling,  Eussell,  Charles  E.  Patterson,  Clarence 
H.  Kelsey,  Charles  W.  Dayton,  Elgin  L.  P.  Gould,  Samuel  W. 
Fairchild,  Henry  Sampson,  David  Banks,  Isaac  A.  Hopper, 
Charles  A.  Gardiner,  William  R.  Beal,  Eonald  H.  McDonald, 
Edward  Townsend,  Henry  R.  Ickelheimer.  I  think  that  i.?  sU 
I  may  have  omitted  one  —  William  H.  Porter,  C.  P.  Fraloigh, 
Eichard  E.  Cochran,  A.  Wheelwright,  John  P.  Munn  and  Jafties 
W.  Lahey. 

Q.  Is  this  a  correct  list  of  the  collateral  loans  made  by  your 
company?     A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  No.  874.) 
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Q.  The  collateral  is  not  stated  on  this  sheet.  You  say  at  the 
bottom,  "  all  the  above  loans  were  on  demand  and  upon  customary 
Stock  Exchange  collateral,  with  a  margin  of  at  least  twenty  per 
cent.,  except  one  loan  that  is  mentioned."  What  do  you  mean 
by  customary  Stock  Exchange  collateral?  A.  The  Stock  Ex- 
change collateral. 

Q.  Securities  listed  on  the  Stock  Exchange  ?    A.  Yes,  sir. 

Q.  Have  any  loans  been  made  on  collateral  of  which  the  Mer- 
chants' Trust  Company  stock  or  the  Rutland  Street  Hallway  Com- 
pany stock  was  a  part  ?    A.  !N"ever,  not  that  I  know  of. 

Q.  Or  the  Hudson  Valley  Eailway  Company  ?  A.  The  secre- 
tary corrects  me.  The  secretary  says  that  in  one  loan  to  Mr. 
Tousey,  I  think  there  was  some  of  the  Merchants'  Trust  Company 
stock,  but  that  was  taken  out  and  changed. 

Q.  That  is  the  loan  referred  in  your  annual  report  of  last  year  ? 

A.  Yes,  sir. 

Q.  Have  you  made  any  loans  on  collateral  of  which  the  Rutland 
Street  Railway  formed  a  part  ?    A.  ITever. 

Q.  Or  the  Hudson  Valley  Railroad  Company  ?    A.  IsTo,  never. 

Q.  Or  the  Richmond  Passenger  &  Power  Company  ?    A.  ISTever. 

Q.  Or  the  Virginia  Passenger  &  Power  Company  ?  A.  Never 
that  I  know  of. 

Q.  Have  you  made  any  loans  to  any  of  your  directors,  stock- 
holders, or  officers  of  your  company  ?    A.  Yes,  sir. 

Q.  Are  these  shown  on  this  list  ?    A.  Yes,  sir. 

Q.  Wherever  they  appear A.  Every  loan  we  have  made 

appears  on  this  list. 

Q.  And  wherever  any  officer,  director,  or  stockholder  of  your 
ciimpany  is  interested  in  a  loan  his  name  appears  ?    A.  Yes,  sir. 

Q.  So  the  names  of  brokers,  or  bankers  are  not  used  here  in  any 
wav,  as  in  any  way  representative  of  any  other  individuals  who 
are  interested?    A.  No,  sir. 

Q.  You  have  never  had  a  loan  from  the  company  ?  A.  I  have 
had  a  loan  from  the  company  many  years  ago. 

Q.  I  mean  for  the  last  ten  years,  which  is  the  period  covered  by 
this  statement  ?    A.  No. 

Q.  Did  Mr.  Fisher  ever  get  loans  from  the  company?     A. 

No,  sir. 

Q.  The  loans  you  referred  to  as  having  been  made  to  officers, 
one  is  to  your  former  president,  George  H.  Burf ord  ?    A.  Yes,  sir. 

Q.  And  Charles  P.  Eraleigh?    A.  Yes,  sir;  and  one  to  Donald 

B.  Tousey,  who  is  now  dead. 
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Q.  Those  were  all  ?  A.  He  was  one  of  our  directors  and  our 
counsel. 

Q.  Any  others  ?  A.  Yes,  Mr.  Wheelwright  and  Mr.  Cochran, 
also. 

Q.  Those  were  all  secured  by  listed  securities  ?     A.  Yes,  sir. 

Q.  Worth  more  than  twenty  per  cent,  above  the  amount  of  the 
loan?    A.  Yes,  sir. 

Q.  You  say  that  there  is  one  exception  and  that  is  a  loan  to 
W.  A.  Clark,  which  represents  a  participation  of  your  company 
in  a  loan  made  of  six  million  five  thousand  dollars,  made  by  the 
First  National  Bank  of  New  Yofk.  What  was  yoiir  participation 
in  that  loan — one  hundred  thousand  dollars  is  stated  here  ?  A. 
It  is  stated  there,  yes,  a  hundred  thousand  dollars. 

Q.  And  the  collateral  for  tbat  loan  is  held  by  the  bank  ?  A. 
Yes,  the  First  National  Bank. 

Q.  What  have  you  to  represent  the  loan?  A.  Mr.  Wheel- 
wright, what  have  we  ? 

ME.  WHEELWRIGHT:  Nothing  but  letters  of  acknowledg- 
ment.   We  have  the  bank's  letters  of  acknowledgment. 

Q.  Have  you  any  statement  of  the  collateral  held  for  that  loan  ? 
A.  Have  we,  Mr.  Wheelwright? 

ME.  WHEEL  WEIGHT:    Yes. 

Q.  Or  of  the  participants  in  it?  In  other  words,  I  merely  want 
to  know  what  the  United  States  Life  has  to  show  the  propriety  of 
the  investments?    A.  They  have  the  obligation  of  the  bank. 

Q.  Does  it  hold  the  obligation  of  the  First  National  Bank? 

ME.  WHEELWRIGHT:  It  is  a  letter  showing  we  have  this 
participation  in  this  loan. 

Q.  You  really  rely  upon  the  credit  of  the  borrower  and  a  se- 
curity ?    A.  Yes,  sir. 

Q.  Not  upon  any  obligation  of  the  bank?    A.  No. 
Q.  Have  you  a  statement  of  the  securities  ? 

ME.  WHEELWEIGHT:    I  haven't  it  here. 

Q.  Have  your  Finance  Committee  been  in  a  position  to  pas? 
upon  it?  A.  They  have  considered  it  very  carefully  and  passed 
upon  it. 
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Q.  You  say  there  is  a  commission  of  one-half  of  one  per  cent. — • 
is  that  in  addition  to  interest?    A.  Yes. 

Q.  Apparently  you  have  kept  your  money  employed  at  rates  for 
the  most  part  five  and  six  per  cent.,  so  far  as  you  have  made 
collateral  loans?  A.  We  have  never  made  a  loan  to  any  of  the 
officers  of  our  company,  except  upon  six  per  cent,  interest,  not  in 
ten  or  fifteen  years  anyway. 

Q.  Is  this  syndicate  list  that  you  have  furnished  a  complete 
list  of  all  Syndicate  transactions  of  your  company?  A.  Yes,  sir: 
a  complete  list. 

Q.  Is  this  statement  a  record  of  your  bank  deposits,  a  complete 
statement  of  the  banks  in  which  the  company  makes  deposits  ?  A. 
Yes,  sir. 

Q.  And  of  their  monthly  balances  ?    A.  Yes,  sir. 

MR.  HUGHES:    I  will  have  it  marked  for  identification. 
(Paper  marked  Exhibit  'No.  875  for  identification.) 

Q.  It  would  appear  that  the  Importers  and  Traders'  Bank  is 
your  principal  bank  of  deposit?    A.  It  is. 

Q.  You  have  a  small  amount,  five  hundred  dollars  with  the  T^Tew 
York  State  Banking  Company  at  Syracuse  ?    A.  Yes. 

Q.  And  you  have  a  running  account  with  the  Chemical  j^a- 
tional  Bank,  which  for  the  most  of  the  time  is  ten  thousand  dol- 
lars?   A.  Yes,  sir. 

Q.  What  interest  is  allowed  you  by  the  Importers  and  Traders' 
J^ational  Bank?  A.  Two  per  cent,  or  two  and  a  half  per  cent. 
It  varies. 

Q.  What  is  the  highest  amount  that  has  been  allowed  you  ?  A 
I  could  not  say  that. 

Q.  What  is  the  rate  at  present  ?  A.  What  is  the  present  rate.' 
Mr.  Secretary? 

ME.  WHEELWRIGHT :     Two  per  cent. 

Q.  Your  account  apparently  fluctuates  a  good  deal.  Do  you 
plan  to  keep  any  particular  amount  of  cash  on  hand  ?    A.  ISTo,  sir. 

Q.  What  have  you  found  a  sufficient  amount  in  practice  to 
manage  your  company  ?  A.  I  think  that  we  should  have  a  hundred 
thousand  dollars  or  two  hundred  thousand  dollars. 

Q.  You  very  rarely  have  two  hundred  thousand  dollars  and  a 
great  part  of  the  time  apparently  your  account  is  under  a  hnn- 
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dred  thousand  dollars?  A.  Under  one  hundred  thousand  dollars. 
That  will  show  you  what  you  have. 

Q.  According  to  that  you  do  not  keep  very  much  free  cash  ?  A. 
IsTo,  sir. 

Q.  Keep  your  cash  pretty  well  invested?  A.  Keep  it  well  in- 
vested. 

Q.  Have  you  any  interest  in  the  Importers  and  Traders'  Bank  ? 
A.  Yes,  sir. 

Q.  You  are  a  director  of  that  bank?  A.  !N"o,  sir;  I  have  five 
shares  of  the  stock. 

Q.  Has  the  United  States  Life  Insurance  Company  any  in- 
terest in  the  bank  ?    A.  ISTo,  sir. 

Q.  Are  any  of  the  other  officers  of  your  company  interested  in 
it  ?    A.  ISTo,  sir. 

Q.  This  is  a  list  of  the  securities  of  your  company  owned  at 
the  present  time?     A.  Yes,  sir. 

MR.  HUGHES:   I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  No.  876  for  identification.) 

Q.  When  you  state  in  this  list  book  value,  you  mean  to  be  un- 
derstood as  saying  that  that  is  the  cost  —  in  other  words,  do  you 
keep  your  book  values  corresponding  to  the  cost?  A.  This  is 
original  cost,  which  we  never  change. 

Q.  Have  you  ever  enhanced  your  book  values  because  of  sup- 
posed excess  of  market  value  ?  A.  At  the  end  of  the  year,  when 
we  make  up  our  statements,  we  put  our  securities  in  at  the  price 
as  of  the  thirty-first  of  December. 

Q.  Well,  you  put  in  the  place  left  for  that  purpose  a  statement 
of  the  market  value  ?    A.  Yes,  sir. 

Q.  But  do  you  in  your  books A.  !N"o,  sir,  we  do  not. 

Q,  increase  the  bank  value  ?    A.  We  do  not. 

Q.  So  that  your  books  always  show  "the  cost?  A.  Always  shoAV 
the  cost. 

Q.  Is  this  a  complete  statement  of  the  purchases  and  sales  made 
by  your  company  for  the  last  ten  years  (showing  witness  paper)? 
A.  Yes,  sir. 

Q.  Of  securities,  I  mean?    A.  Yes,  sir. 

(Paper  marked  Exhibit  No.  8Y7  for  identification.) 

Q.  You  have  been  asked  to  state  the  facts  with  reference  to 
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your  contribution  for  political  purposes,  or  in  count  ction  with 
legislation.  Is  this  a  correct  and  complete  list  of  all  such  con- 
tributions ?    A.  Yes,  sir. 

MK.  HUGHES :   I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  8Y8,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Did  you  ever  employ  Andrew  Hamilton?    A.  E'o,  sir;  no. 

Q.  Did  you  employ  in  connection  with  the  recovery  of  ex- 
cess taxes  paid  under  the  Law  of  1901,  providing  for  tax  on  pre- 
miums ?    A.  We  did  not Did  we  employ  him  ? 

Q.  Mr.  Patterson  said  you  did.  Do  you  know  about  the  mat- 
ter? A.  Mr.  Patterson  made  the  arrangement  with  Mr.  Ham- 
ilton. 

Q.  And  do  you  know  what  it  was?  A.  I  knew,  Mr.  Hughes, 
that  there  was  some  talk  of  making  an  arrangement  with  Mr. 
Hamilton  to  get  back  certain  tax  money,  but  I  never  knew  that 
that  arrangement  was  completed.  I  knew  there  was  talk  about 
that.     What  did  you  ask  me  about  Mr.  Hamilton? 

Q.  Whether  he  had  been  employed  by  your  company?  A. 
Only  ir  this  way,  that  Mr.  Patterson  tells  me  —  I  don't  know 
about  it. 

Q.  Are  you  sufficiently  conversant  with  the  matter  to  tell  us 
the  terms  of  his  retainer  in  that  matter?  A.  I  should  have  to 
ask  Mr.  Patterson  about  that. 

MK.  PATTERSON:  I  am  willing  to  tell  you,  Mr.  Hughes, 
and  the  committee,  just  what  there  was  in  regard  to  that.  I  am 
counsel,  or  was  counsel,  for  the  United  States  Life  Insurance.  Mr. 
Donald  B.  Tousey  was  acting  counsel,  generally,  and  I  was  out  of 
to^vn  most  of  the  time.  Mr.  Tougey  received  a  letter  from 
Mr.  Hamilton  calling  attention  to  this  recovery  back  from  the 
State  of  the  tax  that  had  been  paid  in,  and  suggesting  that  Mr. 
Tousey  should  put  the  matter  in  his  hands.  I  was  personally  ac- 
quainted with  Mr.  Hamilton.  Mr.  Tousey  was  not.  I  went  with 
Mr.  Tousey  to  see  Mr.  Hamilton,  and  I  told  Mr.  Hamilton  that 
the  company  objected  to  hiring  counsel  and  then  paying  for 
lawyers  outside  to  do  their  work,  but  if  there  was  anything  in 
this  matter  that  he  would  be  of  special  assistance,  I  would  like 
to  know  what  there  was.  Mr.  Hamilton  said  to  me  and  to  Mr. 
Tousey  at  that  time  that  it  was  not  a  matter  of  compensation  for 
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him,  but  he  had  managed  a  test  case,  and  that  he  did  not  want  to 
have  subsequent  cases  bothered  with  possibly  a  different  pres- 
entation of  the  case  to  the  Comptroller,  and  so  -far  as  the  ques- 
tion of  fees  was  concerned,  why  it  was  indifferent  to  him,  that  it 
might  rest  with  me,  or  rest  anywhere  that  it  might  occur,  only  he 
would  prefer  to  have  the  management  of  the  caffe  in  his  own  hands. 

MR.  HUGHES :  What  did  he  get  ? 

MR.  PATTERSON :  About  that  time  I  went  to  Europe  and 
was  away,  and  never  had  any  further  conversation  with  him, 
and,  as  far  as  I  know,  he  has  never  gotten  a  cent.  We  got  back 
a  rebate  of  about  $2,800,  I  think,  or  something  like  that,  and 
when  I  came  back  and  Mr.  Tousey  was  dead,  T  went  to  see  Mr. 
Hamilton  to  arrange  in  regard  to  his  fee,  and  he  had  gone  to 
Europe,  and  I  never  saw  him,  and  he  has  never  had  anything. 

MR.  HUGHES:  Did  you  get  back  the  amount  in  money,  or 
was  it  a  credit? 

MR.  PATTERSON:  It  was  a  credit  on  an  account  which  we 
were  to  be  paid. 

Q.  Your  tax  was  a  very  small  one?     A.  Our  tax  was  small. 

MR.  PATTERSON:  A  little  over  three  thousand  dollars,  if  I 
recollect,  and  a  rebate  of  $2,600  or  $2,800^  I  am  not  certain  as 
to  the  figures.  That  is  my  recollection.  Judge  Hamilton  has 
never  been  paid  from  us,  and  whether  Mr.  Tousey  ever  made  any 
arrangements  with  him  or  not,  as  to  what  he  was  to  be  paid  I  don't 
know.  I  have  always  considered  that  he  was  to  be  paid  something, 
and  I  have  never  found  out  what  he  was  to  be  paid. 

Q.  Have  you  ever  had  any  relations  with  Andrew  0.  Fields? 
A.  JSTo,  sir;  I  never  heard  of  Em  until  this  investigation  came  on. 

Q.  How  does  it  happen  that  you  did  not  anticipate  threatening 
legislation  and  expend  money  to  prevent  it?  A.  I  suppose  we 
were  so  small. 

■Q.  Thought  the  big  companies  would  take  care  of  you?  A. 
We  would  be  taken  care  of.  We  have  never  taken  any  hand  in 
those  matters. 

Q.  Is  this  a  complete  statement  of  the  legal  expenses  incurred 
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by  your  company  since  January,  1896?    (Showing  witness  paper.) 
A.  Yes,  sir. 

(Paper  marked  Exhibit  879  for  identificatiom.) 

THE  WITNESS:  The  secretary  reminds  me  that  these  are  le- 
gal retainers  and  fees. 

Q.  These  are  legal  fees,  just  what  is  stated,  legal  retainers  and 
fees.  In  your  last  annual  statement  to  the  department  it  appears 
that  the  legal  expenses  for  1904  amounted  to  $12,555.  These 
items  don't  appear  to  be  totalized  here  in  this  list — is  that  about  the 
amount  you  have  expended  for  legal  services  annually?  A.  I 
should  have  to  ask  the  secretary. 

Q.  The  secretary  says  that  the  items  reported  in  the  annual 
sTatement  include  traveling  expenses  and  disbursements  charged 
to  legal  expense  account — that  is  right?     A.  Yes. 

Q.  Whereas,  the  statement  furnished  the  committee  is  simply 
legal  retainers,  and  being  exclusive  of  traveling  expenses  and  such 
matters  as  are  charged  to  legal  expense  account?     A.  Yes. 

Q.  As  these  items  M'cre  not  added  wj^  I  merely  wanted  to  get  at 
approximately  the  amount  of  your  legal  expenses  per  annum.  Can 
you  give  me  that?  A.  I  cannot.'  The  secretary  can  give  you 
that. 

Q.  About  $5,000? 

THE  SECEETAEY:  $5,000  to  $7,000. 

Q.  You  have  been  asked  to  furnish  a  statement  upon  the  loading 
upon  yo'ur  first  year's  premiums,  and  your  total  first  year's  ex- 
penses:    Is  this  accurate  statement? 

(Showing  witness  statement.) 

A.  Yes,  sir. 

MK-.  HUGHES :  I  will  read  it  in  evidence. 

Paper  marked  Exhibit  880,  and  read  in  evidence  by  Mr. 
Hughes. 

MH.  HUGHES :  I  will  now  offer  in  evidence  from  the  files  of 
the  Superintendent  of  Insurance  the  following  statement  of  the 
(;ost  of  new  business  of  the  United  States  Life  Insurance  Com- 
pany : 
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COST  OF  NEW  BUSINESS. 

Contract  'Per 

Agent — Location  Tear  ending.  cent. 

A.  Arthur,  New  York  City.  ., June  30,  1904  260 

James  Chase,  Boston Sept.     5,  1904  160 

Thomas  F.  Daly Oct.     26,  1904  114 

Thomas  F.  Daly,  Kansas  City,  Mo May      8,  1904  236-J 

Chas.  H.  Dorsey May   31,  1904  144 

John  D.  Lawrence,  Philadelphia,  Pa . .  .Feb.    26,  1904  124 

John  D.  Lawrence,  Philadelphia,  Pa.  .  .July    21,  1904  157 

H.  W.  Mclntyre Sept.    30,  1904  147 

C.  M.  Marvin,  New  York  City Mar.    15,1904  238 

L.   F.   Meagley Oct.    12,  1904  142 

C.  P.  Nagel Aug.      1,  1904  85 

G.  B.  Eeichard Mar.   19,  1904  102 

G.  W.  Eodenberg  (Dec.  29,  '04  6^) Jan.     14,  1904  112 

J.  W.  Schockney  (one-half  year) .....  .June    30,  1904  111 

L.  H.  Stewart,  Montreal ,. .  .Apr.    30,  1904  177 

L.  H.  Stewart,  Toronto Apr.    30,  1904  96 

J.  H.  Strong Dec.    31,  1904  80 

James  L.  Watkins Oct.     31,  1904  126 

Edwin  Wheller Jan.     22,  1904  102 

W.  N.  Wood,  Buffalo Feb.      2,  1904  109 

Wood  &Eobinson,  Buffalo Sept.     2,  1904  9.9 

Q.  What  is  the  explanation  of  these  very  large  percentages  of 
llje  first  year's  premiums  ?    A.  We  paid  too  much  for  the  business. 

Q.  Go  on  and  complete  your  statement.  A.  Two  years  ago  we 
began  cutting  down  these  contracts,  made  up  our  minds  that  the 
large  r^rapanies — their  methods — we  changed  our  methods  for 
securi'  j  business.  Our  contracts  made  in  the  last  year,  none  of 
them  exceeded  75  per  cont.  graded,  and  our  business  will  here- 
after cost  U3  very  much  less  than  it  has  cost  us  before.  Mr. 
Hughes,  in  these  expenses  has  been  figured  medical  examiners'  fees 
and  every  expense. 

Q.  Now,  take  the  case  of  A.  Arthur,  New  York  City.  What 
district  did  he  have?     A.  He  worked  in  New  York  City. 

Q.  What  contract  did  he  have,  that  is  what  rate  of  commission  ? 
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A.  I  could  not  tell  you  just  Avhat  contract  we  had,  but  lie  had  a 
certain  rate  of  commission.     What  is  the  cost  of  his  business  ? 

Q.  The  percentage  there  is  260  per  cent.  ?  A.  He  had  a  certain 
commission,  and  he  evidently  had  an  advance  of  salary  in  addition 
to  it. 

Q.  Do  you  recollect  the  particulars  ?     A.  I  do  not,  sir. 

Q.  In  a  general  way?    A.  I  do  not. 

Q.  Can  you  get  me  the  facts  regarding  it  ?  A.  Seventy  five 
per  cent.,  and  $1,800  salary. 

Q.  Seventy-five  per  cent,  commission  and  $1,800  salary.  "Was 
he  a  general  manager?    A.  ISTo,  sir. 

Q.  How  do  you  divide  or  classify  your  agency  force  ?  A.  We 
formerly  had  the  general  manager  system.  We  have  abandoned 
that,  and  we  are  now  making  direct  contracts  with  men  who 
have  small  territories,  who  have  a  contract  direct  with  the  com- 
pany, and  who  report  directly  to  us.  The  highest  or  maximum 
rate  which  we  pay  is  Y5  per  cent,  graded  and  with  that  a  renewal 
commission  of  7i  per  cent,  for  ten  years,  or  5  per  cent,  during 
the  life  of  the  policy. 

Q.  How  could  you  reach  260  per  cent,  of  a  premium  on  a  basis 
of  75  per  cent,  commission,  and  $1,800  a  year  salary?  A.  He 
only  did  business  enough  to  bring  it  up  to  that  point.  H  he  had 
done  a  sufileient  amount  of  business  of  course  the  cost  would 
have  been  less. 

Q.  Have  you  continued  him  on  the  same  basis?  A.  ISTo,  sir. 
All  of  those  —  most  of  those  men  you  have  named  have  been 
discontinued  or  on  a  different  basis. 

Q.  Take  Marvin  for  example  - —  238  per  cent. —  what  is  the 
explanation  of  that  ?  A.  Mr.  Marvin  was  the  oldest  manager  we 
had  connected  with  the  company.  Mr.  Marvin  had  broken  down 
in  health,  and  that  year  was  not  able  to  do  work.  He  has  since 
died,  and  we  perhaps  should  have  held  Mr.  Marvin  to  a  closer 
account,  but  with  his  failing  health  we  allowed  his  salary  to  go 
on.    He  is  dead. 

Q.  What  is  his  rate  of  commission  ?    A.  I  should  have  to  ask. 

Q.  Fifty-five  per  cent,  graded  and  $4,000  a  year  salary?  A. 
Yes. 

Q.  Then  it  was  his  salary  that  brought  up  his  percentage  ?    A. 

Yes,  sir. 

Q.  How  many  agents  have  you  on  a  salary?  A.  At  the  pres- 
ent time? 
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Q.  Yes.  A.  We  have  very  few  under  salary  at  the  present 
time. 

Q.  How  many  at  the  present  time?  A.  I  could  not  tell  you 
that  without  looking  it  up. 

Q.  How  many  did  you  have  a  year  ago?  A.  I  could  not  tell 
you  that. 

Q.  Does  your  report  show  ? 

THE  SECEETAEY:   ISTot  more  than  half  a  dozen,  I  think. 

Q.  What  was  the  amount  paid  out  for  salaries  of  agents  who 
received  salaries  in  addition  to  commissions  in  1904?  A.  We 
can  get  that  for  you.  I  cannot  tell  you.  Would  you  like  to 
have  it  ? 

BY  ME.  HUGHES: 

Q.  Have  you  furnished  us  a  statement  of  the  specimen  agents' 
contracts  with  the  amounts  that  have  been  paid  to  agents  as 
salaries  in  addition  to  commissions,  or  have  you  limited  the  state- 
ment to  the  commission  alone?  We  asked  to  have  your  specimen 
agents'  contracts,  but  I  do  not  find  anything  which  shows  the 
actual  amount  that  the  agents  have  received. 

THE  SEOEETAEY:  Those  are  the  contracts  that  are  now 
used. 

ME.  HUGHES:  I  should  like  to  have  a  statement  which  will 
sIjow  upon  what  basis  you  formerly  paid  the  agents,  and  what 
amount  of  salaries  and  contrasting  it  with  your  present  practices  in 
that  regard. 

THE  WITNESS:   We  would  be  very  glad  to  give  it  to  you. 

Adjourned  to  10.30  a.  m.,  December  29th,  19'05. 


ALDERMANIC    CHAMBER, 

City  Hall,  JSTew  Yoek  City, 

December  29th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strpng  in  the  chair. 

ADRIAls^  rSELIN,  JR.,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Iselin  have  you  produced  the  information  asked  for 
yesterday?     A.   Yes,  sir  (producing  paper). 

Q.  This  is  a  statement  of  participations  of  A.  Iselin  &  Com- 
pany in  syndicates  in  which  the  Mutual  Life  Insurance  Company 
was  or  is  interested,  January  19,  1900,  to  June  30th,  1905.  It 
includes  cases  where  the  Mutual  Life  bought  bonds  as  well  as 
where  it  was  a  participant?     A.  Yes,  sir. 

MR.  HUGHES:   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  881  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Did  the  firm  of  A.  Iselin  &  Company  also  buy  bonds  from 
the  syndicate  managements?     A.  Yes,  sir. 

Q.  You  may  explain  the  circumstances?  A.  As  I  explained 
yesterday  I  have  been  a  partner  in  the  firm  of  Iselin  &  Company 
thirty-six  years.  The  firm  has  been  in  this  business  over  fifty 
years  and  we  have  always  been  large  investors  in  bonds  of  that 
class  and  in  a  great  number  of  cases  there  we  have  subscribed 
more  in  proportion  to  our  participation  than  the  Mutual  Life. 

Q.  Purchase  more  bonds  in  proportion  to  the  subscription? 
A.  I  mean  we  have  purchased  more  bonds  in  proportion  to  our 
sul^scription.     There  is  one  in  particular  here,  the  Pennsylvania 
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Coal  collaterals,  we  hold  in  our  vaults  $1,140,000  of  bonds.  Our 
interest  in  that  syndicate  was  $250,000.  The  Chicago,  Burling- 
ton &  Quincy  we  hold  upwards  of  a  million  bonds  and  I  think 
our  interest  was  $200,000.  There  are  a  great  many  similar  cases. 
1  don't  like  to  appear  on  the  record  of  this  committee  as  having 
bought  bonds  with  the  object  of  selling  them  out  on  the  Mutual 
when  the  contrary  is  the  case. 

ME.  HUGHES:   Very  good. 

JOHN  P.  MUNE",  resumed. 

PY  ME.  HUGHES: 

Q.  At  the  close  of  the  session  yesterday,  Mr.  Munn,  I  asked 
if  you  would  give  a  statement  of  the  basis  upon  which  you 
formerly  paid  agents  together  with  a  comparison  of  the  rates 
of  compensation  formerly  obtaining  and  those  that  now  obtain. 
Have  you  made  such  a  statement?    A.  Yes,  sir. 

Q.  Is  this  it  (showing  witness  paper)?    A.  Yes,  sir. 

Q.  That  is  correct  according  to  your  information?  A.  Yes, 
sir. 

ME.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  882.) 

Q.  Take  the  case  of  Mr.  Arthur  and  explain  Just  the  differ- 
ence you  have  made  in  his  compensation.  A.  By  his  previous 
contract  Mr.  Arthur  had  50  and  55  per  cent,  commission  graded 
and  7i  per  cent,  renewal  for  eight  years  and  a  salary  of  $1,800  a 
year  and  office  boy,  $240  a  year,  and  the  office  rent,  $300  a  year, 
and  the  telephone — all  costing  over  19  per  cent,  commissions  as 
a  lien  on  his  renewal  commissions.  Now,  Mr.  Arthur  gets  Y5  per 
cent,  commission,  graded  5  per  cent,  renewals  for  10  years  and 
$100  for  the  first  month  only  advanced  on  account  of  all  com- 
missions, necessary  postage  and  exchange  and  use  of  telephone. 

Q.  What  is  the  difference  in  total  compensation?  A.  The  ad- 
vantage to  the  company  in  this  arrangement  is  this,  that  if  Mr. 
Arthur  does  no  business  the  company  is  not  out  anything. 


Testimony  of  John  P.  Munn.  4605 

Q.  Yon  give  him  $100  the  first  month  only?  A.  For  one 
month,  that  is  all;  that  is  the  end  of  the  advance. 

Q.  JSTo  salary  whatever?    A.  ISTo  salary  whatever. 

Q.  When  did  this  go  into  effect?  A.  About  the  first  of  the 
year,  I  think.    I  can  give  you  the  exact  date. 

Q.  Is  it  your  judgment  that  75  per  cent,  commission  can  he 
paid  with  5  per  cent,  renewals  for  ten  years  and  the  company 
keep  within  its  loading?    A.  I  helieve  it  can. 

Q.  Who  has  made  that  calculation  for  you?    A.  Our  actuary. 

Q.  Mv.   Standen?     A.  Mr.  Standen. 

Q.  I  want  to  read  a  statement  by  Mr.  Standen  before  the 
Actuaries'  Society  of  America  in  October,  1901.  In  the  first 
place,  has  Mr.  Standen  given  special  attention  to  the  amount  of 
commissions  that  can  be  paid  by  the  company  with  safety?  A. 
I  don't  know  that  he  has.  We  have  consulted  together  about  this 
question  and  decided  that  we  could  pay  as  much  as  would  give 
the  contract  we  have  outlined  here. 

Q.  In  this  article  Mr.  Standen  says :  "  Many  of  the  problems 
which  confront  us  in  the  practice  of  life  insurance  bear  a  more  or 
less  intimate  relation  to  the  original  cost  of  securing  business 
and  should  be  considered  in  the  determination  of  so  important  a 
factor  as  the  commissions  that  can  suitably  be  paid  to  put  busi- 
ness on  a  company's  books.  I  do  not  make  this  contention  in 
support  of  any  arbitrary  limitation  of  the  maximum  commis- 
sions, but  I  most  sincerely  urge  a  due  recognition  of  the  princi- 
ples necessarily  involved  therein  in  the  adoption  of  a  justifiable 
schedule  of  graded  commissions  for  aR  the  various  plans  of  life 
insurance  in  relation  to  such  maximum  as  a  life  insurance  com- 
pany may  feel  disposed  to  pay  its  agents.  Of  the  many  factors 
and  influences  which  appear  to  the  judgment  of  the  actuary  as 
having  some  direct  or  remote  connection  with  the  subject  of 
commissions,  some  can  be  dismissed  entirely  in  a  critical  analysis 
of  this  question  as  not  having  suSicient  weight  to  materially  in- 
fluence results.  Others  involve  such  complex  considerations,  as, 
for  example,  the  question  of  participation  in  the  surplus  of  the 
company,  and  when  the  right  to  dividends  accrues  as  a  matter  of 
contract  stipulation  that  for  the  sake  of  convenience  we  may  be 
justified  in  eliminating  them  in  an  examination  of  this  kind." 

Then  after  a  discussion  of  various  considerations  deemed  of 
importance,  he  continues: 
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"Many  companies  do  and  do  not  guarantee  a  surrender  value 
until  the  end  of  three  years,  therefore  this  exhibit"  (referring  to 
an  exhibit  of  graded  commissions)  "will  be  in  connection  with 
the  graded  commission  which  will  permit  of  the  establishment  of 
an  unimpaired  reserve  at  the  end  of  the  third  year.  In  a  case 
where  this  hypothetical  commission  basis  yields  within  two  or 
three  dollars  of  an  unimpaired  reserve  I  have  regarded  the  re- 
serve as  practically  established  in  order  to  avoid  very  irregular 
or  impracticable  percentages." 

Then  the  following  table  is  set  forth: 

Ordinary  life  policy  maximum  consistent  with  unimpaired  re- 
serve at  the  end  of  three  years,  60  and  7i. 

Ten  payment  life  maximum  consistent  with  unimpaired  re- 
serve at  the  end  of  three  years,  45  and  7^. 

15  year  payment  life,  50 — 7i. 

20  payment  life,  52 — 7i. 

10  year  endowment,  424 — 71 

15  year  endowment,  47^ — 7i. 

20  year  endowment,  50| — 7i. 

Q.  Has  Mr.  Standen  ever  brought  that  to  your  attention  ?  A. 
ISTo,  sir,  I  have  never  read  that,  Mr.  Hughes. 

Q.  To  what  extent  do  you  consult  the  actuary  with  reference 
to  the  amount  of  commissions  that  can  be  paid  ?  A.  The  officers 
of  the  company,  together  with  the  actuary,  have  consulted  as  to 
what  we  should  do  and  the  contract  which  we  adopted  two  years 
ago  and  have  been  trying  to  make  since  then  was  agreed  upon  as 
the  one  taking  everything  into  account  that  we  could  adopt. 

Q.  Did  he  approve  of  75  per  cent?  A.  As  I  understand,  he 
did.  I  don't  know  whether  we  took  that  up  especially  with  the 
actuary,   Mr.   Hughes. 

Q.  In  the  conclusion  of  his  article  read  at  this  meeting,  I 
find  the   following   paragraph: 

"In  conclusion  I  desire  to  say  that  I  do  not  claim  to  have  made 
an  exhaustive  study  of  the  subject  of  commission  gradings  or  of 
the  various  practical  considerations  which  should  reasonably  be 
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regarded  as  influencing  them.  I  do  hope,  however,  that  my  sug- 
gestions may  arouse  others  more  competent  than  myself  to  in- 
stitxite  a  very  thorough  analysis  of  this  important  subject.  It  is 
a  large  field  which  offers  ample  room  for  earnest  investigators 
with  a  promise  of  very  rich  results.  If  the  executive  officers  of 
the  companies  could  be  induced  to  agree  to  a  formal  conference 
of  actuaries  on  the  questions  of  a  limitation  of  surrender  values 
and  the  grading  of  commission  schedules,  I  am  quite  satisiied 
that  such  a  conference  would  result  in  conclusions  pregnant  with 
incalculable  benefits  to  the  beneficial  system  of  life  insur- 
ance"  

Q.  Has  any  such  suggestion  been  considered  by  your  company? 
A.  That  would  be  very  desirable  to  carry  that  out,  and  we  have 
hoped  to  approach  that  condition  as  rapidly  as  possible. 

Q.  What  has  interfered  with  your  approach  to  such  an  ideal 
condition?  A.  I  suppose  the  methods  employed  by  companies  gen- 
erally in  getting  business. 

Q.  Competition?  A.  Competition  and  the  large  amount  of 
money  paid  to  get  the  business. 

Q.  What  sort  of  policies  do  you  write  for  the  most  part?  A. 
We  write  the  policies  that  are  ordinarily  written. 

Q.  How  much  of  your  business  is  on  the  deferred  dividend 
basis?  A.  About,  I  think,  we  have  iortj  million  dollars  in  force, 
I  think  about  thirty-three  million  dollars  on  the  deferred  dividend 
basis. 

Q.  Do  you  write  preliminary  term  insurance?    A.  Yes,  sir. 

Q.  What  are  the  rates  for  the  first  year  on  your  preliminary 
term  business?    A.  We  have  not  a  rate  book  here. 

Q.  I  mean  what  it  is,  is  it  the  ordinary  life  rate?  Take  the 
case,  for  example,  of  a  twenty-year  endowment  policy  with  a  pre- 
liminary term,  do  you  take  the  whole  first  year  premium  for  ex- 
penses? A.  Mr.  Hughes,  I  think  it  would  be  wise  to  ask  the  ac- 
tuary those  questions,  because  I  may  mislead  you. 

Q.  This  schedule  of  commissions  appearing  in  your  specimen 
contract  is  the  one  that  you  have  put  in  force  recently  ?    A.  Yes. 

Q.  When  was  that  put  in  force?  A.  This  past  year,  since  the 
examination  by  the  department. 

Q.  When  was  that  put  in  force?     A.  This  past  year. 

Q.  Since  the  examination  by  the  department?  A.  When  was 
that  put  in  force,  Mr.  Secretary. 
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ME.  WILLAED:     Last  year. 

THE  WITNESS:  Last  year. 

Q.  "Well,  is  it  the  one  that  is  now  in  force?    A.  Yes,  sir. 
Q.  Is  it  the  one  that  was  made  effective  after  the  changes  set 
forth  in  Exhibit  No.  882?    A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  883.) 

ME.  HUGHES:  I  will  read  upon  the  record  from  your  state- 
ment the  following:  "Of  the  $40,155,812  of  insurance  in  force 
on  November  30th,  1905,  the  amount  of  $33,147,066  was  on  the 
first  dividend  plan.  The  amount  of  $3,291,432  was  on  the  ordi- 
nary participating  plans,  and  the  amount  of  $698,493  was  on  the 
annual  dividend  plan.  The  balance  of  the  total  insurance  being 
non-participating." 

Q.  What  difference  in  commissions  is  there  in  the  case  of  par- 
ticipating policies  as  compared  with  the  non-participating  policy? 
A.  We  pay  a  less  commission  on  the  non-participating  policy. 

ME.  HUGHES:  I  read  in  evidence  from  the  files  of  the  De- 
partment of  Insurance  the  following  schedule  of  real  estate  owned 
by  the  United  States  Life  Insurance  Company  on  December  31st, 
1904,  with  the  amounts  of  the  net  income  on  the  various  prop- 
erties respectively  as  indicated  by  the  department  upon  the 
schedule. 

(Paper  marked  Exhibit  884.) 

.(Paper  marked  Exhibit  884  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  total  net  income  on  your  memorandum? 
A.  I  do  not  think  that  I  have,  Mr.  Hughes. 

ME.  HUGHES:  Total  items  net  income,  $25,276.09;  total 
items  of  losses  on  income,  $46.24,  being  a  total  net  income  on 
the  properties  taken  as  a  whole,  $25,229.85. 
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MR.  HUGHES:  I  read  in  evidence  from  the  files  of  the  de- 
partment Schedule  C  annexed  to  the  report  of  appraisers  of 
the  department,  dated  March  8,  1905,  addressed  to  the  Super- 
intendent of  Insurance,  with  reference  to  the  department's  ap- 
praisal of  the  real  estate  of  the  United  State  Life  Insurance 
Company.  The  appraisals  in  the  order  stated  in  the  schedule 
already  read  in  evidence  are  thus  valued  by  the  department  and 
ihe  valuations  compared  with  the  valuations  of  the  company  as 
follows : 

Company's  Department's 

I'arcel  No.  Appraised  value  Appraised  valuu 

1  $45,000     $28,000 

2  5,000       5,000 

3  11,000       8,000 

4  185,000     185,000 

5  250,000     175,000 

6  58,500      55,000 

1    41,500      40,000 

8  75,000  75,000 

9  30,000  30,000 

:10  18,750  20,000 

n  28,000  25,000 

1:^  115,000  115,000 

33  ,7,500  7,500 

Total  appraised  value  of  department's  appraise- 
ment           $768,500 


Q.  Will  you  explain,  Dr.  Munn,  the  reasons  for  the  low  re- 
turns in  income  upon  these  properties.  Take,  for  example,  the 
building  in  Oswego,  New  York.  It  was  carried  by  you  at  a 
book  value  of  $42,000.  The  net  income  appears  to  have  been, 
last  year,  $3S9.12.    Did  that  book  value  represent  cost?    A.  Yes. 

Q.  Was  that  property  acquired  by  purchase  for  the  purposes 
of  the  company, or  through  foreclosure?  A.  Through  foreclos- 
ure, I  think. 

Q.  It  is  called  the  United  States  Life  Insurance  Building.  Is 
that  an  office  building  occupied  by  the  company  in  whole  or  part? 
A.  No,  sir. 

145 
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Q.  AVliy  lias  it  not  been  disposed  of?  Apparently  it  was  ac- 
quired in  1878  ?  A.  "We  have  not  had  a  chance  to  dispose  of  it. 
I  cannot  answer  except  for  the  time  that  I  have  been  president, 
Mr.  Hughes. 

Q.  What  is  your  practice  with  regard  to  obtaining  certificates 
from  the  department  of  permission  to  hold  that  property?  J)o 
you  get  them  as  a  matter  of  form  ?    A.  Yes. 

Q.  Do  you  get  them  simply  on  the_ presentation  of  an  applica- 
tion without  a  hearing  or  argument?  A.  I  have  never  made 
such  application  myself,  bvit  I  suppose  so. 

Q.  This  property  at  the  corner  of  Park  avenue  and  IKith 
street,  iN'eW  York,  was  that  acqtiired  by  foreclosure  ?    A.  Yes,  sir. 

Q.  Why  has  not  that  been  disposed  of?  A.  We  never  had  the 
chance  to  dispose  of  it  at  such  price  as  we  thovight  we  should  get 
for  it. 

Q.  Plave  you  made  efforts  to  dispose  of  it?  A.  We  have.  At 
the  present  time  we  are  hoping  to  receive  and  expect  to  receive 
very  substantial  damages  from  the  railroad  running  alongside  of  it. 

Q.  I  see  that  you  carry  property  at  Leonard  street,  149,  151 
and  153  Leonard  street,  at  an  appraised  value  of  $250,000.  The 
department  has  put  it  down  to  $175,000.  Who  made  that  ap- 
praisal?   A.  Of  the  $250,000? 

Q.  Yes?    A.  Can  you  tell  me,  Mr.  Secretary? 

THE  SECRETAEY:  Why,  I  think  we  made  it  ourselves.  I 
think  you  made  it. 

THE  WIT:NESS  :    What  is  that  ? 

THE  SECEETAEY:  I  do  not  think  there  was  any  formal  ap- 
praisal. It  was  from  information  that  we  got  that  there  were  im- 
provements to  be  made. 

ME.  HUGILES:  I  will  put  this  gentleman  on  the  stand  pres- 
ently. 

Q.  Tell  me.  Dr.  Munn,  in  looking  through  that  list  of  appraised 
values  where  those  items  were  obtained.     A.  Where  the ^- 

Q.  The  appraisals,  were  they  appraisals  or  were  they  the  esti- 
mates of  the  company?    A.  I  suppose,  Mr.  Hughes,  that  there 
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was  an  appraisal  in  every  instance.  There  was  an  appraisal  in 
every  instance,  I  believe,  except  in  this  Leonard  street  property. 
Xow,  I  myself  believe  that  this  Leonard  street  property  was  fully 
worth  $250,000.  You  will  permit  me  to  give  you  my  views  upon 
that? 

Q.  Certainly.  A.  In  1900  the  department  appraised  this 
Leonard  street  property  at  $210,000.  Since  that  time  the  new 
public  park  right  by  the  side  of  it  has  been  created.  On  the 
other  side  of  it  is  a  subway  station.  About  somewhere  from 
$10,000  to  $15,000  of  permanent  improvements  have  been  put  on 
the  building  by  the  present  lessors  of  the  building,  the  present 
tenants  of  the  building.  In  view  of  those  facts  and  in  view  of 
the  fact  that  next  February  we  were  to  receive  $15,000  rental,  I 
had  believed  that  that  ;property  should  be  marked  up  upon  our 
books,  especially  in  view  of  the  fact  that  I  had  heard  of  con- 
demnation proceedings  being  instituted  to  take  that  property  for 
public  purposoR.  Now,  as  a  matter  of  fact,  when  the  appraisers, 
and  I  believe  they  were  the  same  appraisers  who  appraised  it  in 
1900,  looked  at  it  this  year,  notwithstanding  those  improvements 
and  these  changed  conditions,  they  took  off  $35,000  from  the  ap- 
praisal which  they  themselves  had  made  in  1900.  Under  the 
circumstances  I  felt  that  $250,000  for  this  property  was  not  an 
excessive  value.     That  property  has  since  been  sold. 

Q.  It  has  been  sold  since  the  appraisal  ?  A.  We  sold  this  prop- 
erty:  

Q.  When  did  you  sell  it  ?  A.  We  sold  this  property  -about 
two  or  three  months  ago.  I  think  the  title  passed  two  or  three 
months  ago. 

Q.  What  did  you  sell  it  for  ?  A.  We  received  for  this  property 
$225,000  net,  the  taxes  for  the  year,  although  the  time  had  gone 
by  at  which  the  purchaser  should  pay  the  taxes,  they  paid  the 
taxes,  they  paid  all  commissions  and  we  received  $225,000  net 
for  this  property. 

Q.  And  what  was  the  cost  to  the  company  of  the  property? 
A.  I  think  $186,000.     Am  I  correct  in  that? 

Q.  The  book  value  is  here  stated  at  $168,000.  A.  Well,  $168,- 
000.  It  is  less  than  I  thought.  I  might  add,  Mr.  Hughes,  that 
I  met  yesterday  a  member  of  the  firm  who  bought  this  property 
and  he  told  me  that  they  valued  the  property  to-day  at  considerably 
more  than  $250,000.    If  I  erred  in  judgment  in  my  valuation  of 
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that,  I  erred  honestly,  for  I  believe  to-day  that  property  is  well 
worth  $250,000. 

Q.  The  statement  of  the  prior  appraisal  which  you  have  made 
calls  to  my  attention  this  statement  from  the  Department's  i.?port. 
The  appraisers  say  "Seven  story  brick  and  stone  building,  Nos. 
149,  151  and  153  Leonard  Street,  appraised  in  1900  at  $210,000, 
At  that  time  the  company  valued  the  property  at  $200,000.  In  ths 
present  schedule  of  December  31,  1904,  the  company  values  this 
property  at  $250,000.  After  an  inspection  of  the  premises  and 
after  carefiil  consideration  we  are  of  opinion  that  the  department's 
value  of  1900  was  excessive.  Our  appraised  value  of  this  prop- 
erty at  this  time  is  $175,000.  Signed  A.  B.  Gardinier  and  W.  G. 
Taggart.  Subscribed  under  date  of  March  15,  1905."  Now  you 
say  yovi  .sold  that  property  in  the  following  August  for  $225,000  ? 
A.  We  did,  practically  ifor  $230,000,  for  all  the  taxes  for  the 
year  and  all  the  commissions  and  everything  were  paid  by  the 
purchaser. 

Q.  Do  you  rent  your  offices  ?    A.  Yes,  sir. 

Q.  What  rental  do  you  pay  ?  A.  I  think  about  twelve  thou- 
sand dollars  a  year.  We  took  some  additional  rooms  near  vis  to 
control  the  rooms  there  and  that  would  make  an  additional  rental 
of  about  three  thousand  dollars  a  year,  but  a  part  of  that  was  sub- 
rented  yesterday. 

Q.  This  schediile  of  real  estate  owned  by  your  company  shows 
the  book  values  in  the  different  years  mentioned?  A.  Yes,  sir, 
I  believe  so. 

Q.  What  is  the  significance  of  the  red  lines  about  certain  of 
the  values  given  ?  A.  That  those  properties  have  been  sold. 
Several  of  those  parcels  have  been  sold. 

ME.  HUGHES:  I  offer  this  schedule  in  evidence. 

(Paper  marked  Exhibit  No.   886.) 

Q.  Have  any  other  of  the  appraisals  that  are  on  this  Sched- 
ule A,  from  the  Department's  files,  I  mean  Exhibit  No.  884, 
been  sold,  other  than  the  Leonard  Street  prjfrcel  ?     A.  Yes,  sir. 

Q.  Which  ones?  A'.  Nos.  31  and  33  West  i'wenty-fourth 
Street  have  been  ,iold. 

Q.  Eor  what  price?  A.  Eor  seventy-five  thousand  dollarg  net, 
at  our  valuation. 
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Q.  That  was  the  amount  of  your  value?     A.  Yes. 

,Q.  Was  the  cash  received  by  the  company?  A.  It  was,  yes, 
sir. 

Q.  Was  a  mortgage  taken?  A.  I  think  that  in  that  instance 
that  it  was  cash  received.     Was  there  a  mortgage,  Mr.  Willard? 

ME.  WILLARD:  No. 

THE  WITNESS:  It  was  cash. 

Q.  What  was  it  in  the  Leonard  Street  case?     A.   Cash,  sir. 
Q.  No  mortgage?     A.  Did  Mr.  Sargent  finally  take  a  mort- 
gage? 

MR.  WILLARD:  Yes. 

Q.  What  amount  of  mortgage?  A.  I  think  a  hundred  and 
fifty  thou.sand  dollars. 

Q.  And  seventy-five  thousand  dollars  was  paid  in  cash?  A. 
Yes,  sir.  That  is  the  Sargent  Hardware  Company  that  pur- 
cluxscd  that  property. 

Q.  AVhat  others  have  been  sold?  A.  138-142  East  Fortieth 
Street. 

Q.  What  was  the  price?  A.  The  price  was  a  hundred  and 
fifleen  thousand  dollars. 

Q.  The  same  as  your  appraised  value?  A.  The  same  as  o\v 
ap])rai?a],  yes,  sir.  No.  239  East  One  Hundred  and  Eighteenth 
Street.  I  think  the  appraised  value  was  seventy- five  hundred 
dollars  and  we  sold  it  for  eight  thousand  dollars.  We  sold  that 
at  an  advance  over  the  appraisal.  I  overlooked  one  parcel  here, 
No.  858  De  Kalb  Avenue,  Brooklyn.  I  think  the  Department's 
appraisal  was  eight  thousand  dollars  and  our  appraisal  was 
eleven  thousand  dollars,  and  we  sold  the  property  for  eleven  thou- 
Band  dollars. 

Q.  What  led  to  the  sales  in  1905?  A.  We  had  always  been 
anxious  to  dispose  of  our  real  estate  as  rapidly  as  we  could,  and 
in  1905  there  seemed  to  be  an  opportunity  to  dispose  of  these 
parcels,  and  we  were  very  glad  to  dispose  of  them. 

Q.  Were  any  officers  or  directors  of  the  company  interested 
in  these  purchases?     A.  Not  in  any  way  at  all. 

Q.  What  is  your  system  with   reference   to   application's  for 
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loans  on  bond  and  mortgage — to  whom  are  they  presented  in  the 
first  instance?  A.  Those  are  presented  to  the  Secretary  in  the 
first  instance.  They  are  then  given  to  the  Finance  Committee, 
and  the  Finance  Committee  passes  upon  those  applications.  Mr. 
Clarence  H.  — — 

Q.  What  is  that?  A.  .The  applications  are  usually  handed 
to  some  officer  of  the  company.  They  are  taken  by  the  Secre- 
tary to  the  Finance  Commitee  and  are  passed  upon  by  the  Finance 
Committee. 

Q.  Do  they  come  through  any  particular  broker?    A.  'No,  sir. 

Q.  Is  any  officer  or  director  of  the  company  in  receipt,  or  has 
he  been  in  receipt  of  any  commissions  in  connection  with  any 
loans  made  by  the  company?  A.  Never.  Most  of  our  mort- 
gages are  purchased  from  the  Title  Guarantee  and  Trust  Com- 
pany, and  many  of  them  are  guaranteed  as  to  principal  and  in- 
terest. 

Q.  Does  any  officer  or  director  of  the  company  receive  any 
commissions  on  any  insurance  written  by  the  company?  A. 
Written  in  the  company  ? 

Q.  Yes.    A.  No,  sir. 

Q.  Are  you  insured  in  the  United  States  Life?  A.  I  am.  I 
have  the  limit  of  the  company  —  twenty-five  thousand  dollars. 

Q.  Have  you  received  any  commissions  on  that  insurance  ?  A. 
No,  sir,  I  paid  my  premiums  in  full  and  I  have  never  received 
any  renewal  commissions  on  my  policy. 

Q.  Do  you  know  of  any  case  of  any  officer  of  your  company 
who  has  received  commissions  in  connection  with  his  insurance? 
A.  I  do  not,  Mr.  Hughes,  though  it  may  have  been  done. 

Q.  You  don't  know  of  any  such  case  ?    A.  No,  sir. 

Q.  Have  you  received  commissions  on  any  policies  written  by 
any  other  companies  on  your  life?    A.  I  have,  sir. 

Q.  From  what  company  ?  A.  From  the  Mutual  Life  —  is  the 
only  one,  I  think. 

Q.  When  was  that  taken  out?  A.  That  was  taken  out,  I  think, 
iix  or  seven  years  ago. 

Q.  Through  what  agent?  A.  Before  I  was  President  of  tha 
30Dipany, 

Q.  Through  what  agent?  A.  It  was  taken  out  through  one 
of  our  managers,  Mr.  Cochrane. 

Q.  .And  did  you  receive  the  commission  ?     A.  I  paid  what- 
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ever  difference  there  was  between  the  commission  and  the  face 
of  the  premium. 

Q.  That  is,  you  paid  Mr.  Cochrane  the  difference  between  the 
face  of  the  premium  and  whatever  his  commission  was  ?     A.  Yes. 

Q.  What  was  his  commission?  A.  I  don't  remember,  Mr. 
Hughes. 

Q.  What  was  the  amount  of  the  policy?  A.  One  hundred 
thousand  dollars. 

Q.  Have  you  received  renewal  commissions?     A.  No,  sir. 

Q.  Have  you  received  any  credits  upon  your  subsequent 
premiums?     4-  -^o,  sir. 

Q.  You  paid  your  subsequent  premiums  in  full?     A.  In  full. 

Q.  Is  there  any  other  case  in  which  you  received  any  com- 
missions on  the  insurance  written  on  your  life  in  any  company 
or  by  any  agent?  A.  I  do  not  recollect  any.  I  have  some  very 
old  policies,  and  do  not  recall  any. 

Q.  I  notice  from  the  gain  and  loss  exhibit  of  your  company 
that  your  insurance  expenses  last  year  exceeded  your  loading 
considerably,  the  percentage  or  ratio  being  118.04  per  cent. 
Have  you  made  any  calculation  as  to  what  your  experience  will 
be  this  year  with  regard  to  the  ratio  of  expense  to  loading  after 
the  reduction  in  expense,  to  which  you  have  referred?  A.  l 
could  not  give  you  that,  Mr.  Hughes.  If  that  has  been  made  Id 
has  not  been  brought  to  mv  notice  yet.  We  expect  that  it  will 
be  very  much  less  than  last  year. 

Q.  I  call  your  attention  to  the  holdings  of  five  hundred  shares 
of  the  United  States  Steel,  preferred,  bought  July  10th,  1901, 
and  five  hundred  shares  of  United  States  Steel,  preferred,  bought 
August  16th,  1901.  Do  you  recall  tliose  transactions?  A.  That 
was  before  I  was  President,  j\lr.  Hughes. 

Q.  In  your  list  of  purchases  and  sales,  marked  Exhibit  No. 
872,  for  identification,  you  will  note  under  date  of  July  10th  the 
purchase  of  five  hundred  shares  of  Steel,  preferred?    A.  Yes,  sir. 

Q.  A  hundred  at  9oH  and  four  hundred  at  95J-'8.  Then  under 
date  of  August  16th,  1902,  five  hundred  shares  United  States 
Steel  Corporation,  preferred,  at  90^.  Do  you  recall  the  sale  of 
those  six  hundred  shares?  A.  Yes,  sir,  I  know  that  they  were 
sold ;  I  don't  know  the  date,  Mr.  Hughes. 

Q.  It  appears  that  the  first  lot  were  sold  on  December  28th, 
1903,  at  56  ?    A.  Yes. 
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Q.  To  C.  L.  Jacobus  ?    A.  Yes,  sir. 

Q.  And  the  second  lot  on  December  30th,  1903,  at  5QH  flat? 
A.  Yes. 

Q.  To  C.  L.  Jacobus  ?    A.  Yes,  sir. 

Q.  It  seems  that  a  few  days  later,  in  1904,  some  $80,000  of 
United  States  Steel  Corporation  Sinking  Fund  gold  bonds  were 
purchased  from  C.  L.  Jacobus  —  were  those  bonds  into  which  the 
pref ei-red  stock  was  convertible  ?    A.  No,  sir. 
Q-  They  were  not  ?    A.  No,  sir. 

Q.  Was  there  any  connection  between  those  transactions?    A. 
I  think  that  the  Steel  stock  was  convertible  into  bonds,  but  we  - 
did  not  get  our  bonds  in  that  way. 

Q.  No.  I  understand  that.  A.  We  sold  our  stock  and  bouglit 
our  bonds. 

Q.  I  did  not  intend  to  ask  you  whether  you  converted  them. 
I  wanted  to  know  whether  the  bonds  you  bought  on  January 
12th  and  13th,  1904,  were  bonds  of  the  series  into  which  the  pre- 
ferred stock  were  convertible  ?  A.  That  I  could  not  say,  Mr. 
Hughes.  They  may  have  been,  they  may  not  have  been;  I  don't 
know  how  that  was. 

Q.  Well,  do  you  know  whether  Mr.  Jacobus  took  the  pre- 
ferred stock  you  sold  him  at  56  and  converted  it  into  bonds  and 
you  bought  back  the  bonds  a  few  days  later  at  71  ?  A.  There  is 
no  connection  betAveen  the  sale  of  the  stock  and  the  purchase  of 
the  bonds  in  any  way. 

Q.  In  other  words,  you  made  an  out  and  out  sale  and  then  you 
made  an  out  and  out  purchase?    A.  Yes. 

Q.  And  do  you  know  whether  the  fact  is  or  is  not  that  Mr. 
Jacobus  took  the  preferred  stock  and  converted  it  into  bonds 
and  then  sold '  the  bonds  to  you  —  is  that  so  ?  A.  I  don't  think 
that  is  so. 

Q.  Why  didn't  you  convert  the  stock  into  bonds  ?  A.  It  was 
not  thought  best  by  our  Finance  Committee  to  do  that.  Mrj 
George  G.  Williams,  the  Secretary,  reminds  me  that  at  that  time 
the  transfer  could  not  have  been  made.  I  do  not  think  it  could 
be  made  at  the  time,  but  whether  it  could  have  been  or  not  it 

was  an  out  and  out 

Q.  Why  not?  A.  I  don't  know,  Mr.  Hughes,  whether  the 
time  had  elapsed  in  which  that  could  have  been  done  or  not.  Our 
sale  to  Mr.   Jacobus  was   a  bona   fide   sale;   we  received  our 
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money  for  the  stock,  and  later  on  our  Finance  Committee 
thought  it  wiser  to  invest  in  those  bonds  and  those  bonds  were 
bought.     There  is  no  connection  with  ■  the  stock  in  any  way. 

Q.  Oan  your  secretary  or  anyone  who  is  here  inform  us  whether 
or  not  those  bonds  were  the  bonds  of  the  series  into  which  your 
stock  holdings  were  convertible  ?  A.  Can  you,  Mr.  Wheelwright  ? 
We  can  ascertain  that. 

THE  SECEETAKY:  I  can  ascertain.    I  don't  know  that. 

Q.  That  is  the  first  question  I  should  like  to  have  answered, 
and  if  they  were,  I  would  like  to  know  why  your  finance  com- 
mittee, if  it  was  willing  to  buy  those  bonds  in  January,  did  not 
convert  the  bonds  themselves  instead  of  selling  them  at  56  in 
December.  Of  course,  if  they  are  not  the  same  series  of  bonds, 
the  inquiry  is  not  of  any  importance.  A.  It  may  be  of  import- 
ance if  it  is,  because  I  know  that  that  transaction — I  know  that 
the  sale  of  the  stock  had  nothing  to  do  with  the  purchase  of  the 
bonds;  they  were  not  connected  in  any  way.  The  same  broker 
sold  live  stock,  and  bought  the  bonds  later. 

Q.  Assuming  that  to  be  so,  what  led  -your  committee  to  dis- 
pose of  stock  which  was  convertible  into  bonds^if  it  contemplated 
or  supposed  that  the  bonds  themselves  would  be  a  satisfactory  pur- 
chase? A.  I  think  at  that  time  that  the  arrangements  for  con- 
verting the  stock  intq  bonds  had  not  gone  into  effect,  but  I  am 
not  sure. 

Q;  Well,  apparently  there  is  only  a  difference  of  two  weeks 
between  the  time  of  the  sale  and  the  time  of  the  bonds.  You 
might  look  up  the  transaction  and  give  us  such  information  as 
you  can?    A.  We  will  look  it  up  for  you. 

Q.  Are  you  conversant  with  the  methods  by  which  annual  and 
deferred  dividends  are  calculated  by  jour  company?  A.  I  am 
not  sufficiently  familiar  with  that 

Q.  Is  your  actuary  here?  A.  Has  Mr.  Standen  reached  the 
office  yet? 

THE  SECEETAKY:  He  has'not. 

Q.  Is  there  anyone  who  is  able  to  give  testimony  in  amplifica- 
tion of  the  statement  furnished  us  as  to  the  manner  in  which"  you 
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calculate  dividends?  A.  ^Ye  expected  ifr.  Standen,  our  actuary, 
herer  this  morning.  He  is  on  liis  way  from  Colorado  to  be  hevf 
this  morning,  and  I  suppose  he  will  be  here  during  tJie  day,  and 
as  soon  as  he  reaches  here  he  will  be  very  glad  to  take  that  up 
with  you. 

ME.  HUGHES:  I  will  read  in  evidence  the  statement  fur- 
nished the  committee  as  to  -the  methods  of  the  United  States  Life 
Insurance  Company  in  calculating  dividends. 

"  The  method  employed  has  been  that  our  actuary,  having  in 
view  the  amount  of  surplus  actually  on  hand,  has,  after  consul- 
tation with  the  other  officei's,  recommended  to  the  directors  of 
the  company  what  amount  in  his  judgment  it  is  safe  for  the  com- 
pany to  distribute  among  its  participating  policyholders.  This 
amount  is  distributed  as  follows: 

"  The  dividends  to  our  annual  and  quinquennial  dividend  pol- 
icyholders are  distributed  on  a  percentage  basis;  that  is  to  say, 
we  retvim  to  such  policyholders  a  certain  percentage  of  the  total 
])remium  or  premiums  paid  by  them.  We  may  add  that  for 
many  years  past  the  dividends  on  our  ordinary  participating  poli- 
cies have  been  declared  quinquennially.  A  year  ago  we  com- 
menced issuing  annual  dividend  policies.  The  balance  of  the 
divisible  surplus  is  distributed  among  our  deferred  dividend 
policyholders  in  the  following  manner: 

"  We  take  the  estimates  made  -at  the  time  these  policies  Avere 
issued,  which  estimate  was  based  upon  the  most  careful  calcu- 
lation as  to  probable  future  earnings,  mortality,  etc.,  and  we  dis- 
tributed among  the  deferred  dividend  policyholders  whose  policies 
are  maturing  such  portion  of  the  estimates  as  we  can  afford  to 
do  with  the  money  available  for  distribution. 

"  This,  it  seems  to  us,  is  an  absolutely  equitable  way  of  divid- 
ing the  surplus,  which  we  feel  it  is  safe  to  distribute,  and  we  be- 
lieve, as  a  practical  matter,  that  this  method  has  resulted  as  equi- 
tably and  fairly  as  the  system  of  any  other  company." 

Q.  Is  that  all  you'  are  able  to  "say  upon  that  point?  A.  I  think 
tliat  is  all. 

,  Q.  Is  there  anyone  connected  with  your  company  in  the  ab- 
sence of  the  actuary  who  can  give  more  particulars?  A.  Not 
-atisfactorily,  I  think,  Mr.  Hiighes. 
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MILES  M.  DAWSON,  resumed. 
BY  MR.  HUGHES: 

Q.  Have  you  made  a  statement  of  the  estimated  and  actual, 
deferred  dividends  of  the  United  States  Life  Insurance -Com- 
pany showing  a  comparison  between  the  actual  results  and  the 
estimated  results  in  connection  with  deferred  dividend  policies? 
A.  I  have,  from  books  furnished  the  Committee  by  the  company 
— ^books  and  papers. 

MR.  HUGHES:     I  offer  the  statement  in  evidence. 

Statement  marked  Exhibit  887  and  read  in  evidence  by  Mr. 
Hughes. 

J.  P.  MUNN",  resumed: 

BY  MR.  HUGHES: 

Q.  What  means  have  jon  taken  to  prevent  the  use  of  esti- 
mates which  would  be  in  excess  of  the  actual  results  upon  the 
distribution  of  dividends?  A.  We  have  torn  them  up  and  issued 
none  in  place  of  them.     We  are  not  giving  estimates. 

Q.  When  did  you  stop  giving  estimates?  A.  Early  in  this 
year. 

Q.  What  estimates  had  you  used  prior  to  1905  ?  A.  The  esti- 
mates that  had  been  given  by  the  actuary. 

Q.  Were  you  still  using  down  to  1905  the  estimates  of  1902? 
A;  Were  we,  Mr.  Secretary? 

THE  SECRETARY:    There  was  no  changa 

Q.  How  will  you  explain  the  fact  that  you  were  using  from 
1902  to  1904  estimate  of  1902  when  the  residts  of  1902  and  1901 
showed  such  a  large  difference  between  the  results  and  the  esti- 
mates? A.  I  think  that  cannot  be  explained,  Mr.  Hughes.  As 
soon  as  this  was  brought  to  my  notice  I  abandoned  and  gave  up 
the  estimates  entirelj. 
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Q.  What  do  yon  furnish  yonr  agents  at  the  present  time,  if 
an\  thing?     A.  To  take  the  place  of  estimates? 

Q.  Yes.  A.  The  only  thing  we  furnish  them  is  actual  results 
in  some  case. 

Q.  Do  you  call  attention  to  the  possibility  that  the  actual  re.- 
snlts  in  future  years  may  not  he  as  large  as  those  that  are  attained 
this  year,  for  example  ?    A.  We  do. 

Q.  How  do  you  do  that?  A.  I  say  we  do — we  ask  our  agents 
to  explain  honestly  and  fully  the  conditions  so  that  intending 
policy  purchasers  may  know. 

Q.  ~\¥hat  do  you  do  in  your  circulars  in  regard  to  the  display  of 
actual  results  of  former  policies  or  estimated  results?  A.  Have 
we  auy  circulars  of  that  kind,  Mr.  Secretary? 

THE  SECEETAEY:  :No,  we  have  no  circulars.  We  have  a 
little  book  of  actual  results. 

THE  WITJ^ESS:   Perhaps  you  have  one  there.  , 

Q.  Have  you  the  book  here  which  is  now  in  use  by  your  com- 
pany showing  actual  results  or  estimates?  A.  July,  1902 — that 
is  not  in  use.  Now,  what  is  the  date  of  our  last  book,  Mr.  Sec- 
retary ? 

(Book  marked  Exhibit  888  for  identification.) 

Q.  What  was  the  book  that  was  previously  in  use?  A.  I  think 
you  will  have  to  ask  the  secretary.  That  (indicating)  is  1902. 
That  is  the  correct  one,  is  it,  Mr.  Secretary? 

THE  SECRETARY:   1902. 

(Book  marked  Exhibit  889  for  identification.) 

MR.  HUGHES:  I  omitted  to  read  upon  the  record  a  further 
report  of  the  Department  of  Insurance  under  date  of  May'  5th, 
1906,  as  follows: 

(Report  marked  Exhibit  890  and  read  in  evidence  by  Mr. 
Hughes.) 
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Q;  What  do  vou'  figure  the  present  surplus  of  the  company  to 
be  after  the  sale  of  the  real  estate  that  yo;^  have  mentioned?  A. 
I  could  not  tell  you  that,  Mr.  Hughes.  We  can  give  you  that  tor 
morrow  night. 

Q.  We  would  a  good  deal  rather  have  it  to-day.  A.  I  vyish 
I  could  give  it  to  you  to-day,  but  we  will  liot  be  able  to  strike 
our  balances,  Tt  is  our  custom  the  31st  of  December  to  give  a 
balance. 

Q.  Can  you  give  us  an  approximate  statement  without  giving 
lis  the  exact  figures?     A.  jSTo,  I  cannot. 

Q.  Will  it  .be  more  or  less  than  this  amount  of  four  hundred 
and  forty-four  thousand  dollars?  A.  We  expect  that  it  will  be 
considerably  more,  Mr.  Hughes. 

Q.  It  ajDpears  tliat  a  hundred  thousand  dollars  of  the  Chicago 
tV:  Alton  Railway  bonds  were  carried  for  some  time  by  the  Im- 
poi-ters  &  Traders'  Bank.  What  was  the  reason  for  that?  A. 
They  were  carried  by  the  bank  simply  as  collateral  for  a  loan. 

Q.   For  a  loan  to  whom?    A.   Loan  to  the  insurance  companies. 

Q.    Why  should  the  insurance  company  have  procured  a  loan? 

MR.  WHEELWRIGHT:  Can  I  answer  that? 

MR.  HUGHES :  Certainly,  take  the  stand,  Mr.  Wheelwright. 

ALFRED  WHEELWRIGHT,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  You  are  Secretary  of  the  United  States  Life  Insurance 
Company?     A.  Yes,  sii". 

Q.  It  appears  that  there  were  carried  for  the  account  and  risk 
of  the  United  States  Life  Insurance  Company,  one  hundred 
thousand  dollars  Chicago  &  Alton  bond.« — what  was  the  occa- 
sion for  that?  A.  Well,  as  you  observed  the  other  day,  we  keep 
our  bank  account  rather  close — closely  invested,  and  at  times  we 
want  to  make  an  investment-^— we  may  want  a  temporary  loan  of 
a  day  or  two  days,  and  so  one 

Q.  Apparently  they  werS  not  hypothecated  with  the  bank? 
A.  .^o,  they  were  left  for  safekeeping  and  at  our  risk,  and  wher 
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we  wanted  to  make  a  loan  we  would  send  a  note  and  then  they 
would  become  collateral. 

Q.  And  then  when  the  note  was  paid  they  would  be  free'? 
A.  Be  free  again;  they  held  them,  that  is  all. 

Q.  This  letter  that  I  hold  in  my  hand  addressed  by  the  As- 
sistant Cashier  to  you  under  date  of  February  9th,  1905,  states 
that  on  December  31st,  1904,  we  hold  for  account  and  risk  of 
the  United  States  Life  Insurance  Company,  not  hypothecated 
with  us,  one  hundred  thousand  (foUars  Chicago  &  Alton  three ' 
per  cent,  refunding  bonds,  as  per  our  receipt  to  said  insurance 
company,  dated  December  4th,  1903.     A.  Yes. 

Q.  Did  you  have  any  loan  with  the  bank  at  that  time?  A.  'No, 
not  at^that  time. 

Q.  So  you  keep  the  bonds  with  the  bank  ready  to  serve  as 
collateral  in  case  you  required  a  loan  at  any  time?  A.  That  is  it. 
We  have  some  other  bonds  with  them  now  in  the  same  position. 

Q.  What  did  you  pay  in  interest  upon  such  loans?  A.  Well, 
it  varied  according  to  the  market. 

Q.  Did  the  bank  pay  you  any  interest  upon  the  deposits?  A. 
Two  per  cent. 

Q.  Always  remained  the  same?  A.  Always  remained  the 
same. 

Q.  Mr.  Wheelwright,  you  never  had  a  loan  on  these  bonds  at 
the  end  of  the  year?     A.  No,  sir. 

Q.  You  always  took  up  the  loans  so  that  you  could-  carry  them 
free  at  the  end  of  the  year  ?    A.  Always. 

Q.  And  you  did  carry  those  securities  as  part  of  your  assets 
in  your  statement,  as  property  belonging  to  the  insurance  com- 
pany unpledged?    A.  Always. 

HENRY  B.  STOKES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Stokes,  you  are  President  of  the  Manhattan  Life  Insur- 
ance Company?    A.  I  am.  \ 

Q.  Is  that  company  organized  under  the  laws  of  the  State  of 
New  York  ?    A.  Yes. 
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Q.  Have  you  a  copy  of  its  charter?  A.  Yes,  sir  (producing 
paper). 

(Paper  marked  Exhibit  No.  891,  for  identification.) 

.  ]Vni.  HUGHES:  It  appears  that  the  Manhattan  Life  Insur- 
ance Company  was  organized  under  the  Act  of  the  Legislature 
of  the  State  of  ]!^ew  York,  passed  April  10th,  1849,  entitled  "An 
Act  to  provide  for  the  Incorporation  of  Insurance  Companies." 
I  will  read  the  following  provisions  of  the  Charter  :- 

"  Section  3.  There  shall  be  a  guarantee  capital  of  at  least  one 
liundred  thousand  dollars  to  be  divided  into  shares  of  fifty  dollars 
each,  which  shall  be  personal  property  transferable  on  the  books 
of  the  company  in  conformity  with  its  by-laws. 

Section  9.  Every  shareholder  shall  be  entitled  to  one  vote  for 
directors  for  each  and  every  share  of  the  guarantee  capital  stand- 
ing in  his  name  on  the  books  of  the  comiDany;  and  any  person  in- 
sured for  life  paying  a  premium  of  at  least  seventy-five  dollars 
p6r  annum  or  entitled  to  an  annuity  of  not  less  than  seventy-fivs 
dollars  per  annum,  shall  be  in  like  manner  entitled  to  one  vote, 
and  it  shall  be  lawful  for  any  member  of  the  company  possessing 
the  right  to  vote,  to  do  so  by  proxy,  duly  authorized  in  writing. 

Section  15.  The  capital  of  the  company  may  be  increased  in- 
definitely by  the  accumulation  of  profit,  except  as  hereinafter 
provided.  The  accumulated  capital  shall  be  represented  scrip, 
which  shall  be  issued  from  time  to  time  to  policyholders. 

Section  16.  The  holders  of  tlw  guarantee  capital  shall  be  en- 
titled to  an  annual  interest  not  exceeding  seven  per  cent,  thereon. 
The  first  payment  of  such  interest  to  be  made  at  the  expiration  of 
one  year  from  the  date  of  the  issue  of  the  first  policy  by  the 
company.  The  holders  of  scrip  shall  be  entitled  to  an  an- 
nual interest  not  exceeding  six  per  cent,  thereon,  provided  there 
shall  remain  of  the  receipts  of  the  company  sufiicient  for  that 
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piirpose,  after  payment  of  the  ciirrent  expenses  and  losses 
of  the  company,  and  ^n  adeqiiate  provision  for  outstanding 
policies.  In  case  there  shall  not  remain  of  the  receipts  of  the 
company  fpr  any  year  aftey  paying  the  losses  and  expenses  of 
that  year  and  providing  for  outstanding  policies  sufficient  to  pay 
the  interest  provided  for  in  this  section,  the  interest  on  the  guar- 
antee capital  shall  be  paid  first  and  the  balance,  if  any  there  be, 
be  divided  pro  rati,  among  the  holders  of  the  scrip. 

Section  17.  After  the  current  expenses,  losses  and  interest  pro- 
vided for  in  the  preceding  section  are  ascertained .  for  each  year 
and  paid,  and  an  adequate  provision  for  outstanding  policies  paid, 
one-eighth  of  the  profit  shall  be  jjaid  to  the  holders  of  the  guar- 
antee capital.  The  remaining  seven-eighths  shall  be  issued  in  scrip 
once  every  three  years  to  the  holder  of  a  policy  which  shall  have 
been  in  existence  for  one  year  previous  to  that  issue,  and  which 
policy  shall  be  unexpired.  In  case  of  the  death  of  an  insured  party 
the  scrip  for  his  proportion  of  the  profits  of  said  company  which 
may  have  accrued  previous  to  his  decease  and  since  the  last  issue  of 
scrip,  shall  at  the  next  succeeding  time  of  issuing  scrip  be  issued  to 
his  legal  representatives  or  assigns.  The  first  isue  of  scrip  may  be 
made  on  the  1st  day  of  January,  1854,  or  within  thirty  days  there- 
after, and  the  second  and  all  subsequent  issues  of  scrip  shall  be 
made  in  three  years  from  the  first  day  of  January  in  the  last  pre- 
ceding year  in  which  scrip  was  or  would  have  been  issued,  if  the 
profits  of  the  company  had  allowed  such  issue,  or  within  thirty  days 
thereafter;  but  in  making  such  issue  of  scrip  no  fractions  of  a  year 
shall  be  allowed.  After  such  profits  shall  amount  to  five  lumdred 
thousand  dollars  the  directors  may  in  their  discretion  apply  the 
further  profits  to  the  payment  of  the  scrip  issued  for  profit,  and 
new  scrip  shall  be  issued  for  the  profits  of  each  year. 

Section  18.  The  scrip  shall  be  exhausted  in  the  payment  of  the 
liabilities  of  the  company  before  the  guarantee  capital  shall  be  im-  " 
paired,  and  all  scrip  for  profit  shall  contain  a  provision  to  this  ef- 
fect: In  case  the  losses  of  any  one  year  shall  exceed  the  profits  of 
that  year,  the  excess  shall  be  assessed  on  all  outstanding  scrip,  and 
shall  be  charged  to  the  holders  thereof  respectively.  Interest 
thereafter  shall  be  payable  at  a  rate  not  exceeding  6  per  cent,  per 
annum  upon  the  amount  of  the  scrip  as  reduced  by  such  assess- 
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ment  (except  as  herein  otherwiye  provided)  until  such  amount^' 
shall  be  further  reduced  by  losses  or  until  such  scrip  shall  be  re- 
demed  by  profits." 

Q.  Has  that  charter  been  amended?     A.  I  don't  thinik  so. 
■  Q.    What  is  the  present  outstanding  capital  of  the  company? 
A.  $100,000. 

Q.  And  what  amount  has  been  paid  in  dividends  upon  that 
slock — I  mean  at  what  rate  have  the  dividends  been  declared?  A. 
You  mean  the  last  dividend? 

Q.  Yes.  A.  9  per  cent,  dividend,  and  seven  per  cent,  interest 
— sixteen  per  cent,  in  all.  ' 

Q.  Por  how  long  a  time  has  seven  per  cent,  interest  and  9  per 
cent,  dividend  been  paid  upon  the  stock?  A.  I  don't  think  I  can 
give  you  the  number  of  years;  quite  a  number  of  years. 

Q.  Approximately?  A.  Well,  I  should  say  ten  years,  possibly 
one  year  an  extra  two  per  cent.,  as  near  as  I  can  recall  it. 

Q.  What  was  paid  on  the  stock  prior  to  that  time?  A.  I  do  not 
recall  any  change  in  the  dividends  for  any  years. 

Q.  The  amount  last  year  was  $16,000;  that  included  seven  per 
cent,  and  the  nine  per  cent,  dividend?    A.   Yes,  sir. 

Q.  Have  any  other  distributions  been  made  to  stockholders  at 
any  time  other  than  by  the  payment  of  interest  and  dividends'; 
A.  Xo,  sir. 

Q.  Is  this  a  copy  of  the  by-laws  of  yoiir  company  (showing  wit- 
ness book)?    A.  I  believe  it  is.      ' 

Q.  Eeceived  from  your  company  ?    A.  Yes. 

(By-laws  marked  Exhibit  892  for  identification.) 

Q.  Have  you  at  present  a  board  of  36  directors?    A.  We  have. 

Q.  And  your  standing  committees  appear  to  be  a  finance  com- 
mittee, a  committee  on  claims,  committee  on  agencies  and  insur- 
ance, and  committee  of  audit  ?  A.  Yes,  sir.  I  want  to  correct 
my  statement.  I  think  there  is  one  death  in  the  board  of  directors. 
I  do  not  think  we  have  a  full  board. 

Q.  Who  are  the  members  of  your  finance  committee?  A.  Mi-. 
Benjamin  Giffen,  E.  V.  Z.  Lane,  N.  S.  Palmer,  Andrew  Kitis. 

Q.  What  in  practice  is  done  by  the  finance  committee  ?     A . 
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"Well,  they  have  entire  charge  of  the  finances  of  the  company,  in- 
vestments, sales. 

Q.  It  is  in  effect  the  executive  committee  of  the  company  ?  A. 
It  is,  sir. 

Q.  Are  any  purchases  or  sales  of  securities  made  withon^j  the 
authorization  of  the  finance  committee  ?    A.  No,  sir. 

Q.  Are  moneys  outside  of  the  moneys  expended  in  the  regular 
routine  of  business  expended  by.  you  as  President  without  the 
authorization  of  the  finance  committee  ?    A.  Some. 

Q.  In  M'hat  cases  or  class  of  eases?  A.  "Well,  minor  bills  of 
the  company. 

Q.  Are  those  reported  to  the  finance  committee?    A.  Yes. 

Q.  To  what  extent  are  you  as  President  able  to  deal  with  the 
funds  of  the  company  without  the  authority  or  approval  of  th^'. 
finance  committee  ?  A.  Well,  any  sum  that  involves  a  largo  sum 
it  would  be  either  the  finance  committee  or  some  other  coniraitte'^ 
liaving  the  matter  in  hand. 

Q.  When  you  say  a  large  si,,in,  what  limits  have  you  in  mind  I 
A.  Well,  I  should  think  anything  over  five  thousand  dollars  or 
thereabouts  I  should  have  authority  for  expending. 

Q.  Anything  under  that,  you  mean  ?  A.  I  should  spend  with- 
out axithority  anything  under  five  thousand  dollars. 

Q.  What  class  of  payments  do  you  make  without  briuffii-ig  thei!! 
before  the  finance  committee?  A.  You  mean  regarding  the  con- 
duct of  'the  business  ? 

Q.  Yes.  What  sort  of  payments  are  they?  A.  Advertishig, 
legal  expenses,  commissions. 

Q.  Are  not  commissions  to  agents  paid  in  regular  routine?  A. 
They  are  paid  without  the  knowledge  of  the  finance  comn)ittee. 

Q.  I  was  excluding  the  routine  payments  such  as  payr/ienis  ')f 
losses  and  payments  of  regular  salaries  and  payments  of  commis- 
sions, matters  which  I  suppose  would  be  covered  by  contracts  or 
disposed  of  in  accordance  with  the  ordinary  course  of  husiue:-;s — 
payments  outside  of  those  would  be  how  far  dependent  upon  exec- 
utive orders?  A.  I  do  not  just  know  what  payment:^  you  have  in 
mind. 

Q.  Well,  do  you  make  any  payments  in  connection  with  mat- 
ters pertaining  to  legislation  ?     A.  ISTo,  sir. 

Q.  Have  you  ever  done  so  ?     A.  Never. 

Q.  Have  you  ever  retained  Mr.  Hamilton?  A.  No,  sir;  I 
don't  know  him. 
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Q.  Have  you  ever  retained  Mr.  Fields?  A.  I  don't  know 
him,  no,  sir. 

Q.  Or  Mr.  Buckley  ?     A.  Don't  know  either  of  them. 

Q.  Have  you  ever  made  any  contribution  for  political  pur- 
poses?   A.  I  have  not. 

Q.  Either  National,   State  or  local  campaigns?     A.  No,  sir. 

Q.  What  amoiint  did  your  company  expend  for  legal  ex- 
penses last  year?  A.  I  shall  have  to  refer  to  the  annual  state- 
ment. 

Q.  I  think  you  furnished  the  statement.  I  will  look  it  up. 
Is  that  a  complete  statement  of  all  the  payments  made  by  your 
company  in  the  last  ten  years  for  legal  expenses  (showing  witness 
paper)  ?     A.  I  believe  it  to  be,  sir. 

Q.  Does  this  include  all  payments  charged  to  legal  expense 
account?     A.  I  believe  it  does,  sir. 

Q.  Do  you  carry  to  any  other  account  than  legal  expense 
account  any  payments  made  to  lawyers  ?     A.  We  do  not,  sir. 

(Paper  marked  Exhibit  893  for  identification.) 

MR.  HIJGHES:     I  will  read  the  totals. 

1895  Legal  Expenses $13,714.00 

1896  "  "  22,885.40 

1897  "  "  21,854.02 

1898  "  "  14,493.75 

1899  "  "  13,220.00 

1900  "  "  16,803.80 

1901  "  "  25,223.92 

1902  ^  "  18,648.51 

1903  "  "  21,213.38 

1904  "  "  24,077.60 

Q.  Do  those  payments  include  the  payments  to  your  general 
counsel?     A.  They  do,  sir. 

Q.  Has  your  company  any  accounts,  to  the  benefit  of  which 
it  is  entitled,  kept  in  the  name  of  any  oificer  or  employe  ?  A.  It 
has  not. 

Q.  Has  your  company  been  a  participant  in  any  syndicate 
transaction?    A.  Never. 

Q.  Has  any  of  its  officers  been  interested  in  syndicate  transac- 
tions?    A.  Never. 
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Q.  Where  any  bonds  had  been  purchased  by  the  company? 
A.  No,  sir. 

Q.  In  no  way  ?     A.     In  no  way. 

Q.  Are  you  insured  in  your  eonipany?     A.  A  small  amount. 

Q.  To  what  amount?     A.  $7,500. 

Q.  Have  you  received  any  commissions  or  any  amount  in 
reduction  of  premiums  ?     A.  No,  sir. 

Q.  Has  any  credit  been  made  to  you  at  any  time  against 
either  the  original  or  renewal  premiums  ?     A.  Never. 

Q.  Are  you  insured  in  any  company  aside  from  the  Man- 
hattan ?     A.  One  other  company. 

Q.  Have  you  received  any  commissions  or  been  allowed  any 
credit  against  your  premiums  on  any  insurance  anywhere  else  ? 
A.  I  have  a  little  on  an  accident  policy. 

Q.  Not  on  any  life  policy  ?    A.  No,  sir. 

Q.  Do  you  know  any  case  where  any  officer  of  your  company 
has  received  any  credit  or  allowance  against  his  premitun  or  any 
commission  in  connection  with  his  insurance  ?  A.  In  our  com- 
pany ? 

Q.  Yes,  sir.     A.  No,  sir. 

BY  THE  CHvilEMAN: 

Q.  Do  you  know  where  that  occurred  with  relation  to  any  other 
company  ?    A.   I  coiild  not  answer  that,  but  I  don't  think  so. 
Q.  I  asked  if  you  knew  ?    A.  I  do  not. 

BY  ME.  HUGHES: 

Q.  Is  this  a  correct  statement  of  the  salaries  paid  by  your  com- 
pany to  its  executive  officers  during  the  last  ten  years  ?  A.  Yes,  sir, 

ME.  HUGHES :    I  offer  it  in  evidence. 

Paper  marked  Exhibit  894  and  read  by  Mr.  Hughes. 

Q.  In  what  manner  were  these  additional  payments  calculated  ? 
A.  That  was  after  the  result  of  the  year  had  been  ascertained, 
about  3|  per  cent  was  divided  between  the  officers  of  the  company. 

Q.  About  3f  per  cent  of  what  ?    A.   Of  the  profits. 

Q.  Of  the  gains  for  the  year?  A.  Of  the  net  profits  accord- 
ing to  the  actuarial  statement.  ^ 
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Q.  Had  that  been-  the  practice  prior  to  1898.  There  was  a 
lapse  of  a  number  of  years,  there  was  a  lapse  of  a  few  years,  and 
prior  to  that  it  was  for  many  years  the  same. 

Q.  Has  any  officer  of  your  company  ever  received  any  com- 
missions upon  any  business  of  the  company  ?  A._  No,^  not  to  my 
knowledge. 

Q.  Has  any  officer  of  your  company  or  any  member  of  the 
finance  committee  ever  been  interested  in  any  securities  bought  or 
sold  by  the  company  ?    A.  ISTo,  sir. 

Q.  Or  received  any  commissions  on  any  sales  or  purchases  of 
securities  ?    A.  ISTo,  sir. 

Q.   Or  upon  any  loans  made  by  the  company  ?     A.  Well,  one . 
member  of  the  finance  committee  is  interested  in  real  estate  and 
some  loans  have  been  made  through  his  firm. 

Q.  Who  is  he?    A.  Mr.  E.  A.  Walton. 

Q.   What  is  his  firm  ?    A.  McLaughlin  &  Company.       ^ 

Q.  They  are  real  estate  brokers  ?    A.  Yes,  sir. 

Q.  To  what  extent  are  loans  placed  through  that  firm?  A. 
Very  few. 

Q.  Have  we  a  statement  of  your  real  estate  loans  which  will 
show  the  amount  placed  through  that  firm  ?  A.  I  don't  think  you 
have.     I  don't  know ;  I  don't  think  you  asked  for  it. 

Q.  Can  you  give  me  approximately  the  amount  of  money 
^vhich  you  loaned  on  real  estate  last  year?  A.  During  the  year 
1904? 

Q.  Yes.     A.  About  a  million  dollars,  I  should  think. 

Q.  How  many  of  those  loans  or  to  what  amount  were  the  loans 
placed  through  this  firm  ?  A.  Well,  I  should  not  think  more  than 
$100,000. 

Q.  What  commissions  are  paid,  is  there  a  regular  rate?  A.  I 
don't  know. 

Q.  Who  fixes  the  commissions  paid  ?     A.  I  don't  know. 

Q.  Does  not  that  come  under  your  supervision  ?  A.  We  do  not 
pay  any  commissions  for  loans. 

Q.  The  commissions  are  entirely  paid  by^  those  who  obtaiq  the 
loans  ?     A.  Those  who  borrow  the  money. 

Q.  And  the  applications  come  through  this  firm  to  which  you 
have  referred?     A.  Yes. 

Q.  And  your  answer  was  intended  to  cover  the  case  of  a  com- 
mission paid  on  such  applications  ?     A.  Yes,  sir. 
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Q.  IS'ow,  in  connection  with  real  estate  purchases  or  sales,  have 
any  commissions  been  paid  ?     A.  No,  sir. 

Q.  To  or  received  by  any  officer  or  director  of  your  company  ? 
A.  No,  sir. 

Q.  Is  Mr.  Walton  now  a  member  of  your  fi.nance  committee? 
A.  No,  sir. 

Q.  When  did  he  cease  to  be  a  member  of  your  committee?  A. 
I  should  think  about  thirty  days. 

Q.  Thirty  days  ago?    A.  Yes — sixty  days. 
^  Q.  How  long  had  he  been  a  member  of  your  finance  committee 
jDrior  to  that  time  ?    A.  Probably  five  years. 

Q.  Is  he  a  director  ?     A.  He  is. 

Q.  Is  he  an  officer  ?   .  A.  He  is  not. 

Q.  Have  you  any  relatives  in  the  employment  of  the  company  ? 
A.  I  have  not. 

Q.  Or  on  the  agency  staff  ?    A.  Nor  on  thei  agency  staff. 

Q.  Are  there  any  relatives  of  any  of  the  officers  or  directors  em- 
ployed, by  the  company  ?     A.  There  are  none. 

Q.  Or  on  the  agency  staff  ?    A.  There  are  none. 

Q.  Has  the  company  made  any  loans  to  any  of  its  officers?  A. 
Never. 

Q.  Or  directors  ?     A.  Yes. 

Q.  What  directors  ?     A.  Any  director  that  wanted  to  borrow. 

Q.  Have  you  a  list  here  of  your  collateral  loans  ?     A.  Yes,  sir. 

Q.  Is  this  a  complete  st/emeut  of  your  collateral  loans  for  the 
h'ist  ten  years  ?     A.  I  believe  it  to  be,  yes,  sir. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  895  for  identification.) 

Q.  Who  are  Walter  C.  Stokes  and  Company?  A.  Walter  C. 
Stokes  is  my  brother. 

Q.  Is  he  an  officer  of  the  company  ?     A.  He  is  not. 

Q.  Is  he  a  director  ol  the  company  ?    A.  He  is. 

Q.  What  relations  have  Walter  C.  Stokes  &  Company  to  the 
ilaiihattan  Life  Insurance  Company,  if  any?  A.  Well,  I  don't 
know  as  it  has  any. 

Q.  Are  you  interested  in  that  firm?    A.  I  am  not,  sir. 
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Q.  Does  that  firm  buy  securities  from  the  Manhattan  Life  ?  A. 
Buy  from  the  Manhattan  ? 

Q.  Yes.    A.  Ko. 

Q.  Does  it  sell  to  the  Manhattan?  A.  It  has  in  one  or  two  in- 
stances. 

Q.  But  rarely?     A.  Very  rarely. 

Q.  Does  it  act  for  the  Manhattan  in  the  purchase  and  sales 
of  securities?    A.  It  purchases  through  them,  yes,  sir. 

Q.  What  proportion  of  the  purchases  of  the  Manhattan  are 
made  through  Walter  C.  Stokes  &  Company?  A.  A  very  large 
percentage. 

Q.  Can  you  give  me  the  percentage  approximately?  A.  I 
should, think  ninety  per  cent. 

Q.  You  practically  deal  through  them  exclusively?  '  A.  Al- 
most exclusively,  yes,  sir. 

Q.  Have  you  ever  had  any  interest  directly  or  indirectly  in 
any  commissions  j)aid  to  or  received  by  that  firm  in  connection 
with  any  purchase  or  sale  of  securities  of  the  Manhattan?  A. 
I^ever. 

Q.  Has  any  officer  of  your  company  had  any  such  interest, 
or  any  director,  other  than  Mr.  AValter  C.  Stokes?     A.  'No,  sir. 

Q.  Has  Mr.  Walter  C.  Stokes  ever  been  an  officer- of  your  com- 
pany?   A.  ISTever. 

Q.  Ever  been  on  the  finance  committee?    A.  Never. 

Q.  (Handing  paper.)  Is  this  a  complete  list  of  the  securities 
purchased  by  the  Manhattan  Life  during  the  last  ten  years  ?  A. 
I  believe  it  to  be. 

ME.  HUGHES :  I  will  have  it  marked  for  identification. 
(Paper  marked  Exhibit  896  for  identification.) 

Q.  (Handing  paper.)  Is  this  a  complete  list  of  securities  sold 
by  the  Manhattan  Life  during  the  last  ten  years?  A.  I  believe 
it  to  be,  yes,  sir. 

MR.  HUGHES :   I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  No.  897  for  identification.) 
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Q.  Is  this  a  complete  list  of  the  securities  OAvned  by  the  Man- 
hattan Life  ?    (Handing  paper.)    A.  I  believe  it  to  be,  yes,  sir. 
Q.  As  of  November  29th,  1905  ?    A.  Yes,  sir. 

ME.  HUGHES :  I  will  have  it  marked  for  identification. 
(Paper  marked  898  for  identification.) 

Q.  Have  any  syndicate  participation  been  taken  in  the  name 
of  Walter  C.  Stokes  &  Company  for  the  benefit  of  the  Manhat- 
tan Life  Insurance  Company  directly  or  indirectly?     A.  Never. 

Q.  Or  for  your  benefit?    A.  Never. 

Q.  Does  the  Manhattan  Life  ov\?n  the  building  in  which  it  has 
its  main  ofiices?     A.  Yes,  sir. 

Q.  Are  Walter  C.  Stokes  &  Company  tenants  of  that  building  ? 
A.  They  are. 

Q.  What  rent  do  they  pay  to  the  Manhattan  Life  ?  A.  I  think 
it  is  eight  thousand  dollars. 

Q.  How  long  has  that  been  the  rate  ?  A.  -From  the  time  we' 
made  the  last  lease  —  I  should  think  about  three  years  ago. 

Q.  Is  there  any  arrangement  with  them  with  regard  to  the 
care  of  the  building?    A.  None  whatever. 

Q.  Are  they  simply  tenants  ?    A.  Yes,  sir. 

Q.  On  the  usual  terms?    A.  Yes,  sir. 

Q.  Do  they  pay  the  full  rental?    A.  Yes,  sir. 

Q.  What  does  the  company  charge  itself  with  as  the  rental 
value  of-  the  space  occupied  by  it  ?    A.  Sixty  thousand  dollars. 

Q.  Is  that  the  full  .rental  value?     A.  Well,  we  think  so. 

Q.  Is  it  more  than  the  rental  value  ?    A.  I  do  not  think  so. 

Q.  What  is  the  net  income  of  the  company  from  its  main 
building  ?    A.  In  percentage  ? 

Q.  Yes.    A.  About  three  and  one-third  per  cent. 

Q.  On  the  cost?  A.  No,  on  what  we  claim  to  be  the  market 
value. 

Q.  What  is  the  net  income  on  the  cost  of  percentage?  A. 
May  I  look  at  my  memorandum  ? 

Q.  Yes,  please,  and  statp  the  amount  of  cost  and  income.  A. 
The  total  cost  of  the  building  is  $4,703,957.21. 

Q.  What  is  the  gross  income  ?  A.  The  gross  income'  is  $282,- 
700. 
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Q.  And  the  net  income?    A.  $158,000. 

Q.  Making  what  percentage  of  cost?  A.  Three  and  four- 
tenths  per  cent. 

Q.  Three  and  four-tenths  of  the  cost?    A.  Yes. 

Q.  And  what  is  the  market  value  of  the  building,  according 
to  your  estimate?    A.  $5,250,000. 

Q.  What  real  estate  has  the  company  outside  -of  its  main  ofSce 
building?  A.  A  few  parcels  under  foreclosure  and  a  building 
in  Philadelphia  owned  by  the  company. 

Q.  Have  you  a  statement  of  it  there  ?    A.  Yes. 


ME.  HUGHES:   I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  899.) 

(Exhibit  Xo.  899  will  be  found  in  the  Book  of  Exhibits.) 

Q.  The  home  office  building,  is  that  building  appearing  on  this 
schedule  at  64-70  Broadway?    A.  It  is,  sir. 

Q.  What  are  these  figures  in  red  and  blue  fnk  on  this  state- 
ment?   A.  Red  and  black  ink,  I  should  make  it. 

Q.  Yes.  A.  Those  are  the  values  as  established  by  the  Insur- 
ance Department  at  the  last  examination  of  the  company  this 
year. 

Q.  So  the  book  valne  of  these  properties  aggregate  $5,283,- 
441.65;  the  market  value  is  estimated  by  you  as  $5,874,925,  and 
the  market  value  is  estimated  by  the  Department  at  $5,263,500  ? 
A.  I  think  that  is  as  I  understand  it. 

Q.  When  were  those  values  placed  iTpon  the  property  by  the 
Department?    A.  As  of  their  examination,  December  31st,  1904. 

Q.  Is  your  home  office  building  a  new  building  ?    A.  Quite  so. 

Q.  Is  it  fully  occupied  ?    A.  It  is  not. 

Q.  What  is  your  estimate  of  retui-ns  after  it  shall  have  been 
fully  occupied?     A.  Gross? 

Q.  Yes.     A.  Gross  rentals  .will  be  six  per  cent. 

Q.  And  what  net  income  do  you  expect  to  receive  from  it?  A. 
About  five  per  cent. 
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Q.  Wliat  is  your  present  net  income  on  all  your  real  estate 
holdings?     A.   Scant  under  three  per  cent. 

Q.  What  has  befen  the  average  net  income  for,  say,  five  yeai-s 
past  from  your  mean  invested  assets,  approximately?  A.  Well, 
one  table  gives  us  more  than  we  claim.  About  five  per  cent.,  I 
should  think. 

Q.  About  five  per  cent?     A.  Yes,  sir. 

Q.  Do  you  have  audits  of  your  accoimt  regularly?  A.  Yes, 
sir. 

Q.  HoAv  frequently?  A.  Every  month,  and  the  audit  rejjort 
to  the  Board. 

Q.  Is  that  auditing  done  by  a  committee  of  the  Board?  A. 
By  a  committee  of  four. 

Q.  Who  are  on  the  committee  of  audit?  A.  Joseph  Bird,  A. 
P.  W.  Keenan,  George  H.  McLane  and  David  H.  Roland. 

Q.  Did  you  ever  have  an  audit  by  outside  accountants?  A. 
Xever. 

Q.  Plow  frequently  are  the  assets  of  the  company  checked  off? 
A.  Four  times  a  year  by  the  finance  committee  and  once  by  the 
pxamination  committee. 

Q.  What  is  that  examining  committee?  A.  The  committee 
appointed  by  the  Board  in  December  to  examine  the  assets  of  the 
company  before  the  annual  statement  is  made  to  the  Department. 

Q.  I  notice  from  your  charter  that  it  is  provided  that  policy- 
holders paying  a  premium  of  seventy-five  dollars  or  over  may 
vote  for  directors.  To  what  extent  is  that  privilege  availed  of? 
A.  Prior  to  1900  I  do  not  remember  any  policyholder  that  voted 
except  the  officials  and  employes. 

Q.  Prior  to  1900?    A.  I  think  that  is  it. 

Q.  How  has  it  been  since  1900?     A.  May  I  read  from  this? 

Q.  Certainly,  whatever  you  are  prepared  to  say  is  correct.  A. 
I  should  say  1899  was  the  first  annual  election;  there  were  eight 
policyholders  voted  that  time,  and  I  should  think  they  were  all 
eraploj'cs  of  the  company. 

Q.  How  many  policyholders  voted  in  1905  in  person?    A.  Five. 

Q.  How  many  voted  by  proxy?    A.  Two  thousand  and  twenty-- 
two. 

Q.  Who  held  the  proxies?  A.  The  proxies  were  in  three  or 
four  names.     I  held  them. 

Q.  In  whose  names  were  they?  A.  I  should  have  t«  refer  you 
to  the  record,  sir. 


Testimony  of  Henry  B.  Stokes.  4635 

Q.  Is  there  not  a  regular  form  of  proxy?    A.  E"o,  tliey  change. 

Q.  Here  is  a  form  handed  me  in  which  Henry  B.  Stokes,  John 
H.  Giffin,  Nicholas  Palmer  and  Edward  S.  Rappalo,  or  either  of 
them  are  named  as  proxies.  A.  I  should  think  that  was  the  latest 
proxy. 

Q.  That  is  the  latest  form?     A.  Yes,  sir. 

Q.  For  how  long  has  that  form  been  in  use?  This  gentleman 
says  since  1903.     A.  I  guess  that~is  right. 

Q.  Prior  to  that  there  appears  to  have  been  proxies  running 
to  Henry  B.  Stokes,  Jacob  Halsey  and  John  H.  "Watson.  Por 
how  long  have  you  held  the  proxies,  or  has  your  name  been 
mentioned  in  one?     A.  Five  years,  I  should  think. 

Q.  This  runs  back  to  1899,  does  it  not,  the  last  form  I  have 
stated?  A.  I  should  amend  that  by  stating  I  covild  not  say  hoAv 
many  years  I  held  it,  but  I  never  used  it  until  1901. 

Q.  Is  it  the  practice  when  policies  are  issued  to  issue  notices 
or  statements  to  the  policyholders  with  regard  to  his  right  to 
vote  and  enclosing  a  proxy  for  execution?     A.  Yes,  sir. 

Q.  Forms  of  proxy?     A.  Yes. 

Q.  And  usually  he  signs  it  and  sends  it  in?  -  A.  Yes. 

Q.  Do  you  usually  vote  all  the  proxies  you  hold,,  or  only  a 
portion?     A.  Only  a  portion  of  them. 

Q.  How  many  proxies  do  you  hold?  A.  About  four  thou- 
Band. 

Q.  And  how  many  policyholders  are  there  in  your  company  ? 
A.  About  thirty-five  thousand. 

Q.  And  the  rest  have  not  responded?  A.  "We  have  not  asked 
them. 

Q.  And  do  not  appear?     A.  Have  not  asked  them. 

Q.  &o  you  only  ask  a  few?     A.   Only  a  few. 

Q.  On  what  principle  do  you  make  the  selection?  A.  "Well, 
the  new  policies  as  they  are  issued  in  the  years,  we  get  about  as 
many  policies  as  are  cancelled  by  lapses  and  death. 

Q.  You  aim  to  keep  a  certain  volume  of  proxies  in  your  pos- 
session?    A.  Yes. 

Q.  And  as  long  as  you  have  four  thousand  or  so  you  do  not 
make  any  effort  to  get  the  rest  ?     A.  Never  have  made  any  effort. 

Q.  And  the  policyholders  themselves  have  not  come  f  or■^^  ard 
and  taken  any  steps  to  avail  themselves  of  their  right  to  vote 
outside  of  your  proxies,  say,  of  half  a  dozen  or  so  a  year?  A. 
No. 
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Q.  This  is  a  record  of  your  election  returns  from  1896  t.' 
date  ?     A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence  and  will  have  it  spread 
;ipon  the  record. 

(Paper  marked  Exhibit  900.) 

Q.  And  this  is  the  letter  vs^hich  goes  out  requesting  the  proxy  ? 
A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence  and  will  have  it  spread 
on  the  record. 

(Paper  marked  Exhibit  901.) 

Q.  You  were  recently  examined  by  the  Department,  were  you 
not?     A.  Yes,  sir. 

ME..  HUGHES:  I  will  offer  in  evidence  and  read  the  report 
of  the  examination  as  of  December  Slat,  1904. 

(Paper  marked  Exhibit  903.) 

Q.  Have  you  any  method  of  managing  your  agency  business 
though  the  medium  of  a  corporation  ?  A.  No,  sir  —  well,  we 
liave  one  called  the  Manhattan  Security  Agency  Company. 

Q.  A  little  louder,  please.  A.  I  think  one  called  the  Manhattan 
Security  Agency  Company. 

Q.  What  is  the  Manhattan  Security  Agency  Company?  A.  It 
was  a  company  foriued  by  our  agents  to  work  life  insurance. 

Q.  When  was  it  organized  ?    A.  Less  than  a  year,  I  think. 

Q.  Who  were  its  organizers  ?  A.  Well,  the  name  I  recollect  is 
Mr.  Hodgson,  our  general  agent. 

Q.  Is  he  one  of  your  general  agents  ?    A.  He  was. 

Q.  Is  he  for  the  metropolitan  district?  A.  No,  sir;  for  Phila- 
delpliia,  Pennsylvania. 
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Q.  "Were  any  of  the  officers  ot  directors  of  the  IManhattari  Life 
Insurance  Company  associated  with  him  in  its  organization?  A. 
In  no  .way. 

Q.  What  relation  has  this  Manhattan  Security  Company?  A. 
I  think  they  call  it  the  Manhattan  Security  Agency  Company. 

Q.  What  relation  hag  the  Manhattan  Security  Agency  Company 
to  the  Manhattan  Life  Insurance  Company  ?    A.  Simply  as  agent. , 

Q.  Do  you  enter  into  a  contract  with  that  company?  A.  We^ 
entered  into  a  contract  with  Mr..  Hodgson  and  he  assigned  tha 
contract. 

Q.  With  your  consent  ?    A.  I  believe  so. 

Q.  What  district  does  the  company  cover  ?  A.  That  company  ? 

Q.  Yes.     A.  Pennsylvania,  part  of  Pennsylvania. 

Q.  Does  it  include  any  larger  districts  than  Mr.  Hodgson  him- 
self had.     A.  A^o,  sir. 

Q.  It  was  simply  incorporating  his  business  ?    A.  Practically. 

Q.  Were  any  other  agents  interested  with  him  in  the  matter  ? 
A.  I  could  not  say. 

Q.  Is  there  any  other  company  that  acts  as  agent  or  is  under 
any  contract  with  your  company  ? ,  A.  Xo,  sir. 

Q.  And  the  Manhattan  Security  Agency  Company  does  not  act 
outside  of  Pennsylvani,a  ?  A.  Well,  they  have  another  State,  I 
think  it  is  Delaware.  . 

Q.  Delaware  ?    A.  Yes. 

Q.  It  has  part  of  Pennsylvania,  I  understand  you  to  say,  and 
all  of  Delaware  ?    A.  Yes. 

Q.  And  when  was  the A.  Excuse  me,  make  that  Mary- 
land. 

Q.  Maryland  instead  of  Delaware  or  -^'ith  Delaware?  A.  'So, 
without  Delaware  —  I  mean  Delaware.     Excuse  me,  let  it  stand. 

Q.  You  mean  Delaware,  ]\1  aryland,  and  a  part  of  Pennsylvania  ? 
A.  Yes,  sir. 

Q.  What  were  the  supposed  advantages  in  having  the  agency 
business  managed  by  a  corporation  in  that  district  ?  A.  Well,  I 
suppose  it  was  to  furnish  cajjital  to  employ  agents. 

Q.  Now,  I  find  by  looking  at  the  gain  and  loss  exhibit  of  your 
company  that  its  expenses  in  1904  were  largely  in  excess  of  its 
loadings  and  the  ratio  of  insurance  expenses  to  loadings  were 
136.98  per  cent.  You  recognize  that  as  a  very  heavy  ratio  of 
expenses  ?    A.  Yes,  sir. 
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Q.  Wliat  is  the  explanation  of  it?  A.  Well,  it  is  very  difficult 
to  get  agents  to  work  for  us  any  cheaper  than  they  will  work  for 
anyone  else.  I  think  the  larger  companies  are  ^'ery  largely  re- 
sponsible for  these  excessive  commissions.  The  Manhattan  Life 
are  writing  a  pretty  good  sized  amount  of  business  each  year, 
considering  its  size  and  premium  account  and  Assets,  and  the  cost, 
and  I  think  that  ratio  is  somewhat  faulty  because  it  is  made  up 
of  factors  which  really  do  not  belong  there.  It  includes  our  ex- 
penses on  real  estate  and  taxes, 

Q.  Well,  does  it?     A.  I  think  so. 

Q.  It  is  supposed  to  state  merely  your  insurance  expense  and 
not  your  investment  expenses?  A.  I  think  you  will  find  it  in- 
cludes that.  I  may  be  mistaken  about  the  table  you  are  reading 
from. 

Q.  I  have  no  information  upon  it  beyond  the  statement  which 
appears  on  the  Blue  Book,  and  I  inferred  from  the  statement  per- 
centage of  insurance  expenses  to  loading  taken  in  connection  with 
the  rate  below  to  net  investment  earnings,  that  only  expenses 
properly  chargeable  to  the  conduct  of  business  of  insurance 
were  included.  However  that  may  be,  if  it  is  included  in  your 
case  I  suppose  it  is  included  in  the  case  of  the  other  companies? 
A.  Yes,  but  if  the  larger  companies  did  not  have  as  much  real 
estate  as  we  have  it  would  not  be  the  same. 

Q.  So  the  large  amount  of  your  capital  invested  in  real  estate 
with  the  expenses  of  carrying  real  estate  would  make  your  gain 
and  loss  exhibit  less  satisfactory?     A.  Yes,  sir. 

Q.  Than  if  the  returns  were  larger?  In  other  words,  it  is  the 
outlay,  it  is  not  the  percentage  of  net  income,  but  it  is  the  out- 
lay upon  real  estate  which  brings  up  the  total  amount  of  your 
expenses?     A.  The  outlay  in  expenses? 

Q.  Yes.     A.  Yes. 

Q.  Is  there  any  other  explanation?  A.  I  imagine  a  company 
who  writes  more  in  endowment  premiums  might  reduce  the  ratio 
and  stilly  pay  more  than  we  do.  ' 

Q.  What  kind  of  business  do  you  write  principally?  A.  Prin- 
cipally twenty  payment  life. 

Q.  How  does  it  happen  that  you  got  in  the  way  of  writing  that, 
and  not  endowment?  A.  Well,  the  agents  seemed  to  be  able  to 
place  that  kind  easier  than  endowment.  We  like  endowment. 
As  a  matter  of  fact  I  would  rather  have  a  non-participaiing  policy 
than  any  other,  personally. 
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Q.  Well,  do  jovi  write  a  non-partieipating  business?  A.  Very 
little.     WlioneA'er  we  can. 

Q.  Do  you  give  as  large  a  commission  for  it  as  for  participat- 
ing?    A.  JSTo,  we  could  not  afford  to  do  it. 

^     Q.  Do  you  give  as  much  commission  for  twenty  year  endow- 
ment r    twenty  payment  life?     A.  The  same  thing. 

Q.  It  simply  happens  in  the  case  of  your  company  that  the 
twenty  payment  life  seems  to  be  the  policy  that  is  favored?  A. 
It  is  more  popular. 

Q.  And  you  think  that  has  a  more  unfavorable  showing  upon 
your  return  at  the  end  of  the  year?     A.  It  has  on  the  ratio. 

Q.  How  would  it?  A.  The  premium  on  endowment  is  larger 
than  on  twenty  payment  life,  and  as  you  reduce  your  premium 
account  you  reduce  your  percentage. 

Q.  Would  it  in  the  ratio  of  expenses  to  loading?  In  other 
words,  is  the  loading  different  on  a  twenty  payment  life  than 
it  is  on  a  twenty-year  endowment  ?  A.  I  do  not  think  I  am  compe- 
tent to  answer  it.    It  is  an  actuarial  matter. 

Q.  It  is  suggested  that  it  is  smaller.  A.  I  would  rather  he 
would  answer  it. 

Q.  You  were  speaking  of  the  business  of  your  company,  the 
amount  written.  It  appears  from  the  Blue  J3ook  that  the  iii~ur- 
anee  in  force  at  the  end  of  1904  amounted  to  '$70,Tt)0.5;U.()0 
and  that  during  that  year  there  was  written  $17,277,597.  It 
appears  that  at  the  end  of  1903  your  outstanding  in.surnnce  was 
$72,641,987,  so  that  your  net  insurance  increase  during  1904  was 
a  little  over  four  niillion  dollars,  while  $17,277,597  seems  to  have 
been  written  as  new  business.  During  the  same  year  it  appears 
that  the  death  claims  paid  amounted  to  $1,159,829  and  i,ho  total 
paid  policyholders,  including  dividends,  to  $1,844,559,  frouj  which 
it  would  appear  that  the  large  amount  of  business  wriltcii,  some 
$17,000,000,  either  was  not  taken,  or  that  there  v.'cro  v.ry  con- 
siderable lapses  either  upon  that  or  upon  business  written  in  the 
period  before.  What  is  your  explanation  of  that?  A.  Well,  I 
do  not  imagine  more  than  thirteen  million  dollars  was  paid  for, 
if  quite  that. 

Q.  About  thirteen  million  dollars  paid  for?  A.  T  should 
think  so. 

Q.  Then  these  figures  are  the  total  amount  of  the  polici*'*  si.ttncrl 
by  your  company  and  placed  in  the  hands  of  your  agents  ?    A.  Ycf . 
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Q.  Afid  not  taken  out  business  ?    A.  Not  paid  for  busi.icss. 

Q.  I  have  here,  I  believe,  a -statement  of  vour  results.  Even 
if  it  was  thirteen  million  dollars  it  would  still  appear  that  llie 
jaet  increase  in  1904  was  only  four  million  dollars,  and  in  ma- 
turity, say  another  million  and  a  half,  $5,500,000  -vouid  repre- 
sent the  expirations  by  maturity  and  death,  and  the  nex  ine^'ease 
of  the  business,  and  you  wrote  thirteen  millions  of  dollars  iu  iliat 
year.  What  is  your  explanation  of  that?  A.  The  balance  did  not 
renew. 

Q.  You  have  a  very  heavy  lapse  rate,  have  you  nof?  A.  It 
seems  to  be  particularly  heavy  in  the  second  year. 

Q.  Are  you  able  to  state  approximately  what  your  lapsed  rate 
is  in  the  second  year?    A.  No,  sir. 

Q.  Was  this  an  unusual  year,  1904,.  or  may  we  consider  tho 
conditions  there  as  typical?  A.  Well,  I  shoiUd  think  it  was  a 
little  heavy. 

Q.  AVhat  is  the  explanation  for  such  a  lapsed  n\te  in  the  second 
year — why  does  not  the  business  persist  better  ?    A.  Competition. 

Q.  Competition?    A.  Yes,  sir. 

Q.  How  does  that  affect  the  persistence?  A,  They  take  the 
policyholders  away  from  us. 

Q.  Twisting?     A.  Yes. 

Q.  That  form  of  competition?    A.  Yes. 

Q.  Do  you  pay  any  surrender  values  in  the  second  year?  A. 
Certainly. 

Q.  Is  it  brought  about  by  others  paying  higher  commissions 
than  you  pay  ?    A.  I  don't  know  how  they  do  it. 

Q.  What  could  prevent  such  a  state. of  affairs?  A.  Eenewed 
commissions. 

Q.  Eenewed  commissions?    A.  Yes,  sir. 

Q.  What  do  you  think  ought  to  be  the  rate  of  coinmissions? 
A.  Well,  I  think  on  a  twenty  payment  life  60  per  cent,  would  be 
about  right,  probably  it  could  stand  that. 

Q.  Then  the  lapse  in  the  second  year  or  the  discontinuance 
due  to  twisting  woidd  be  at  the  expense  of  whatever  the  policy- 
holder had  put  -into  your  company — he  would  not  get  anythiiig 
out?     A.  ISTo. 

Q.  Do  you  think  there  is  any  twisting  under  those  conditionsi 
A.   A  great  deal. 

Q.  What  do  you  pay?  A.  Our  uniform  contract  is  60  per 
cent. 
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BY  THE  CHAIRMAN: 

Q.  Yoii  mean  60  per  cent,  initial  commission?     A.  First  year 
and  renewal,  a  renewal  of  Tj^  per  cent. 

BY  MR.  HUGHES: 

Q.   (Handing  paper.)    Is  this  your  schedule  of  compensation 
under  your  regular  contracts?     A.  Yes,  sir,  it  is. 

MR.  HUGHES :  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  903.) 

THE   CHAIRMAN .    The  Committee  will  now  adjourn  until 
2  :30  o'clock. 

14^ 


AFTEE  RECESS. 


HENEY  B.  STOKES,  resumed: 
BY  ME.  HUGHES: 

Q.  Exhibit  No.  903,  just  introduced,  relates  to  tlie  compensa- 
tion for  local  sub-agents,  I  understand?     A.  Yes. 

Q.  Is  this  a  form  of  your  general  agents'  contract  (showing 
witness  paper)  ?     A.  I  believe  it  to  be. 

Q.  And  shows  a  compensation  of  your  general  agents  as  it 
now  is?     A.  As  a  rule  that  is  the  form. 

ME.  HUGHES :  I  offer  in  evidence  so  much  of  the  form  of 
agreement  as  shows  the  compensations  of  general  agents. 

(Paper  marked  Exhibit  No.  904  and  read  in  evidence  by  Mr. 
Hughes.)  * 

MR.  HUGHES:  This  shows  a  rate  of  fifty  per  cent,  on  ordi- 
nary life,  annual  distribution;  sixty  per  cent,  twenty  year  sur- 
vivorship; fifty-five  per  cent,  fifteen  year  survivorship;  fifty  per- 
cent, on  twenty  payment  life,  annual  distribution;  sixty  per  cent, 
twenty  year  survivorship;  fifty-five  per  cent,  fifteen  year  survivor- 
ship; fifteen  payment  life,  forty  per  cent.,  first  year  annual  distribu- 
tion; fifty-five  per  cent,  twenty  year  survivorship;  fifty  per  cent, 
fifteen  years  survivorship;  ten  payment  life,  forty  per  cent.,  first 
year  annual  distribution;  fifty  per  cent,  twenty  year  survivorship; 
fifty  per  cent,  fifteen  year  survivorship;  forty  per  cent,  ten  pay- 
ment life,  annual  distribution;  sixty  per  cent,  twenty  year  sur- 
vivorship; fifty-five  per  cent,  fifteen  year  survivorship;  fifteen  pay- 
ment endowment,  forty-five  per  cent.,  first  year's  annual  distribu- 
tion; fifty-five  per  cent,  twenty  year  Survivorship;  fifty  per  cent, 
fifteen  year  survivorship;  ten  payment  endowment,  forty  per  cent., 
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annual  distribution;  fifty  per  cent,  twenty  year  survivorship;  forty- 
five  per  cent.,  fifteen  year  survivorship. 

Q.  When  were  those  rates  established?    A.  Several  years. 

Q.  Several  years  ago?     A.  Yes,  sir. 

Q.  Are  they  modified  in  particular  cases?  A.  There  may  be 
a  few  exceptions. 

Q.  How  many  are  there?     A.  Probably  half' a  dozen. 

Q.  Have  you  a  contract  with  your  agent  Dunham?  A.  Yes, 
sir. 

Q.  What  district  does  he  have?  A.  He  has  the  Eastern  Dis- 
trict. 

Q.  What  territory  does  that  embrace?  A.  Massachusetts,  Khode 
Island  and  the  State  of  Maine. 

THE  ASSISTANT  SECRETAEY:    And  New  Hampshire. 

Q.  What  rates  of  commission  are  paid  to  him?  A.  I  don't 
think  I  can  tell  you  his  contract  now. 

Q.  Have  you  got  his  contract?     A.  Yes,  sir. 
Q.  WiU  you  produce  it,  please? 

(Paper  produced.) 

MR.  HUGHES.  This  is  a  contract  dated  December  12,  1898, 
and  amended  December  22,  1898,  and  amended  March  8,  1899, 
being  dated  February  14,  1901 — or,  rather,  a  further  amendment 
is  dated  February  14,  1901. 

Q.  The  commission  under  the  original  contract  is  what  you  call 
sixty  per  cent,  graded?    A.  Yes,  sir. 

Q.  With  seven  and  a  half  per  cent,  renewals?    A.  Yes,  sir. 

ME.  HUGHES:  The  amendment  of  December,  1898,  author- 
izes the  employment  of  a  stenographer,  not  to  exceed  sixty  dollars 
a  month. 

The  amendment  of  March  11,  1899,  extends  the  district  to 
cover  the  State  of  Maine  in  addition  to  Massachusetts  and  Rhode 
Island. 
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The  amendment  of  February  14,  1901,  cancelled  the  provision 
for  the  employment  of  a  stenographer,  and  provides  that  Dunham 
shall  assume  and  pay  all  expense  of  conducting  the  office,  except 
the  rent,  and  that  from  and  after  July  1,  1901,  the  company  will 
allow  Dunham  the  sum  of  four  thousand  dollars  per  annum  in 
monthly  expenses  of  $333.33  for  the  expenses  of  his  office. 


The  amendment  further  provides  that  from  and  after  January 
1,  1901,  Dunham  shall  be  allowed  in  addition  to  all  commissions 
specified  in  the  contract  of  December  18,  1898,  and  subject  to  its 
terms  and  conditions,  ten  per  cent,  of  the  first  year's  premiums 
paid  to  and  received  by  the  company  in  cash  upon  ten  year  sur- 
vivorship dividend  policy,  fifteen  year  survivorship  dividend  policy 
and  twenty  year  survivorship  dividend  policy  with  the  ^cme  ex- 
ceptions as  stated  in  said  contract. 

There  appears  to  have  been  a  further  amendment  under  date  of 
June  13,  1905,  in  the  form  of  a  letter  from  the  second  vice-presi- 
dent to  Mr.  Dunham,  as  follows : 

"  We  are  in  receipt  of  your  favor  of  the  9th  instant  asking  us 
if  we  have  any  inducements  to  offer  on  the  annual  distribution 
policy  for  the  satisfaction  of  our  agents.  We  note  from  your  con- 
tract that  the  commission  upon  the  first  year's  premiums  in  this 
class  of  policies  is  forty  per  cent.,  and  renewals  are  seven  and  a 
half  per  cent.,  the  same  as  on  the  survivorship  dividend  policies. 
We  will  amend  your  contract  so  as  to  make  the  commissions  on 
the  first  year's  premiums  upon  our  annual  distribution  policies  as 
follows: 


Ordinary  life 50  per  cent. 

20  payment  life    50  per  cent. 

15  payment  life 45   per  cent. 

10  payment  life    40  per  cent. 

20  payment  endowment    50  per  cent. 

15  payment  endowment 45  per  cent. 

10  payment  endowment 40  per  cent. 


Testimony  of  Henry  B.  Stokes.  4645 

"  There  will  be  no  extra  allowance  upon  tlie  premiums  on  this 
class  of  policy.  We  do  not  desire  to  push  this  plan  as  it  will  surely 
result  in  dissatisfaction,  and  the  matter  will  come  up  at  the  end 
of  the  first  and  probably  every  year  during  the  continuance  of  the 
policy.  Agents  are  so  apt  to  misrepresent  the  dividends  to  prospec- 
tive insurers. 

"  Please  acknowledge  the  receipt  of  this  letter  and  fde  same 
with  the  contract,  thus  making  it  a  part  of  the  same." 


(The  paper  heretofore  produced  marked  Exhibit  No.  905  for 
identification.) 


Q.  I  note  the  allowance  of  four  thousand  dollars  as  a  provision 
for  expenses.  Do  you  from  time  to  time  make  advances  to  your 
agents  ?     A.  Very  seldom. 

Q.  This  allowance  was  to  be  a  payment  for  which  he  was  not 
obliged  to  make  return  ?     A.  No. 

Q.  A  provision  for  expenses  ?     A.  Yes. 

Q.  As  distinguished  from  an  advance?     A.  Yes. 

Q.  And  have  you  other  agents  to  whom  you  make  allowance  for 
expenses?    A.  A  few. 

Q.  And  what  allowance  do  you  usually  make,  or  is  there  any 
specific  rate  ?     A.  No  specific  rate. 

Q.  What  governs  you  in  determining  the  amount  of  the  allow- 
ance? A.  Well,  the  necessary  expense  of  the  office^ — ofiice  rent, 
cashier  in  some  cases,  stenographers. 

Q.  What  was  there  about  this  particular  agency  which  made  it 
advisable  to  make  an  allowance  for  expenses  ?  A.  Well,  it  seems 
very  hard  for  us  to  get  a  proper  representation  here,  having  tried 
out  and  out  salaries  and  met  with  failures,  we  made  this 
arrangement  with  Dunham  on  a  commision  basis  and,  notwith- 
standing the  contract  was  pretty  full,  it  really  netted  us  a  better 
result  than  previous  efforts  under  a  salary. 

Q.  Is  it  a  more  favorable  contract  than  your  other  contracts? 
A.  In  that  agency? 

Q.  Yes.    A.  Yes,  sir. 

Q.  I  mean  more  favorable  contracts  to  agents  than  other  con- 
tracts you  had?    A,  Yes. 
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Q.  Is  it  the  most  favorable  one  that  you  have?  A.  It  is  about 
the  same. 

Q.  Do  you  know  what  amount  of  money  Mr.  Dunham  makes  a 
year  out  of  it?    A.  I  do  not. 

Q.  In  determining  what  you  will  allow  your  agents  do  you  com- 
pel any  statement  of  their  earnings  under  their  existing  contract? 
A.  No,  sir. 

Q.  How  do  you  arrive  at  the  amount  which  it  is  fair  to  allow 
them?  A.  We  consider  we  pay  him  about  the  same  as  generally 
paid  in  the  field. 

Q.  Do  you  pay  any  salaries  to  any  of  your  agents  in  addition  to 
commissions?    A.  ISTo  soli'^iting  agent. 

Q.  To  any  of  your  general  agents?  A.  Yes,  a  few  general 
agents. 

Q.  To  how  many  of  your  general  agents  do  you  pay  salaries  in 
addition  to  the  scale  of  commissions  that  you  have  stated?  A.  I 
cannot  recall  more  than  two. 

Q.  Who  are  they?    A.  Col.  Wood,  of  Ohio  and  Kentucky. 

Q.  Does  he  have  the  rate  of  commissions  stated  in  this  form 
Exhibit  904?    A.  Yes,  sir. 

Q.  And  what  salary  in  addition?  A.  I  cannot  tell  the  salary; 
I  can  find  out. 

Q.  What  other  salary  is  allowed?  A.  We  pay  salary  to  our 
Galveston,  Texas,  agent. 

Q.  Who  is  he?     A.  Green. 

Q.  Is  that  in  addition  to  the  scale  of  commissions?    A.  Yes,  sir. 

Q.  Is  it  the  allowance  of  salary  which  brings  up  the  cost  of  ac- 
quiring new  business?  ,  A.  It  helps  it. 

Q.  Do  you  also  make  allowances  to  those  gentlemen  for  their 
expenses?    A.  Traveling  expenses,  yes. 

Q.  For  the  expenses  of  their  ofiices?    A.  Some,  yes. 

Q.  Do  you  allow  Mr.  Wood  such  an  amount?  A.  We  pay  his 
expenses. 

Q.  You  pay  what  expenses  of  his?  A.  Of&n.e  rent,  steno- 
grapher, and  the  general  incidental  expenses. 

Q.  What  do  they  amount  to?    A.  I  don't  know. 

Q.  How  does  the  total  amount  in  commissions,  salary  and  ex- 
penses allowance  in  the  case  of  Mr.  Wood  average  as  compared 
frith  the  premium  received  the  first  year's  premiums,  through  his 
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agency?  A.  I  do  not  recall  ever  having  seen  those  figures  made 
up. 

Q.  Have  you  ever  had  anything  of  that  sort  made  up?  A.  We 
looked  at  the  cost  of  the  business  of  the  agency. 

Q.  Have  you  an  idea  what  the  cost  of  the  agency  is  to  the  first 
year's  premiums  produced?  A.  Yes,  nms  between  eighty  and 
ninety  per  cent,  allowing  ten  per  cent,  for  the  collection  of  the 
old  business. 

Q.  Isn't  it  over  a  hundred  per  cent,  including  salaries  to 
commissions  in  any  case  ?     A.  All  of  them? 

Q.  No,  in  any  case  of  any  agency?  A.  I  suppose  there  may 
be  one  or  two  isolated  cases  where  it  would  run  about  that. 

Q.  Is  it  so  in  the  case  of  Mr.  Dunham?    A.  I  don't  think  so. 

Q.  Is  it  so  in  the  case  of  Mr.  Wood?    A.  I  don't  think  so. 

Q.  Or  in  the  case  of,  your  Galveston  agent?  A.  I  don't 
think  so. 

Q.  What  do  you  figure  is  the  percentage  of  Mr.  Dunham's 
total  compensation  including  his  expense  allowance  as  com-> 
pared  with  his  first  year's  premiums?  A.  The  total  commis- 
sion and  expense  would  be  90  per  cent,  plus  the  four  thousand 
dollars  we  allow  him.  You  have  got  to  deduct  from  that  •  a 
fair  charge  of  ten  per  cent,  on  old  business,  which  amounts  to 
between  sixty  and  seventy-five  thousand  dollars  of  old  pre- 
miums; so  while  it  appears  to  be  a  larger  figure  on  first  cost, 
if  you  deduct  this  it  reduces  the  cost. 

Q.  In  view  of  the  large  ratio  of  your  expenses  as  compared 
with  the  loadings  upon  your  premiums  have  you  taken  any 
steps  to  reduce  the  expense  of  obtaining  new  business?  A. 
Every   effort. 

Q.  What  steps  have  you  taken?  A.  Well,  Mr.  Green,  gen- 
eral agent  for  the  Western  territory,  has  made  two  trips  al- 
ready since  his  appointment  only  a  short  time  ago,  and  has 
modified  several  of  the  contracts. 

Q.  To  what  extent  have  they  been  modified?  A.  Put  on  a 
fiat  80  per  cent,  basis  and  no  expenses  whatsoever. 

Q.  A  flat  eighty  per  cent,  woiild  be  the  total  compensation? 
A.  Yes,  sir;  exclusive  of  the  medical  examinations  and  fees. 

Q.  And  that  is  exclusive  also  of  renewal  commissions?  A. 
Yes,  sir. 
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Q.  In  how  many  agencies  has  he  introduced  that  change?  A. 
1  hree. 

Q.  Yon  have  produced  a  statement  here  with  regard  to  your 
total  loadings  on  first  year's  premiums  for"  1903  and  1904  and 
your  expenses  of  obtaining  new  business,  which  I  will  read  in 
evidence: 

Total  loadings  on  first  year's  premiums  not  given. 


Total  first  year  expenses  for  1903. 

First  year's  commissions  on  poli- 
cies •  $286,870.05 

Commissions   on   annuities    710 .  84 

Salaries  and  allowances  for  agen- 
cies       $133,259.61 

Deduct    for    amount     chargeable 

against  old  business 25,000.00 


I'eaving 108,259 .  61 

Agency  supervision   19,196 .  89 


Total $415,037.39 


Also  a  proportion  of  the  medical  examination  fees,  total  be- 
ing $37,808  and  some  proportion  of  the  company's  general  ex- 
penses. 


Q.  That  is  to  say  a  proportion  of  the  medical  examination 
fees  and  some  proportion  which  you  do  not  state  of  the  com- 
pany's general  expenses  are  to  be  added  to  the  amount  stated 
to  give  the  total  amount  for  first  year's  expenses.  Why  were 
YOU  not  able  to  make  that  up— have  you  no  idea  what  propor- 
tion of  the  general  expenses  should  be  charged  against  first 
year's  business?     A.  I  have  never  looked  into  that. 
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ME.   HUGHES   (reading):     Total   first   year's   expenses  for 
the  year  1904. 


First  year's  commissions  on  policies. . . .  $273,883.19 

Commissions  on  annuities 125.36 

Salaries  and  allowances  for  agencies.  .  .$135,903.47 
Deduct  for  amount  chargeable  against 

old  business    25,000.00 


Leaving    110,903.47 

Agency  supervision 115,646.72 

Making   400,558.74 

Also  proportion  of  medical  examination  fees,  total  being  $41,- 
181.84  and  some  proportion  of  the  company's  general  expenses. 

With  regard  to  the  loadings  on  first  year's  premiums  in  1904 
the  company  states  in  its  letter  of  December  27th,  1905,  that 
to  give  these  figures  at  once  for  1904  will  necessitate  it  being 
largely  estimated;  that  they  have  been  unable  to  calculate  at 
length  the  loading  on  each  first  year's  premiums  received  in 
1904.  The  estimate,  however,  will  be  close.  They  make  the 
loadings  on  first  year's  premiums  received  in  1904  $127,055.34. 

Total  expected  losses  on  policies  less  than  one  year  old  in 
1903,  $137,320. 

Total  actual  losses  on  policies  less  than  one  year  old  in  1903, 
$82,470. 

Total  expected  loss  on  policies  less  than  one  year  old  in  1904, 
$141,350. 

Total  actual  losses  on  policies  less  than  one  year  old  in  1904, 
$31,620. 

Q.  Your  charter  provides  in  Section  17  that  after  the  cur- 
rent expenses,  losses  and  interest  provided  for  in  Section  16 
are  ascertained  for  each  year  and  paid,  an  adequate  provision 
for  outstanding  policies  amounting  to  one-eighth  of  the  profit 
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shall  be  paid  to  the  holders  of  the  guaranty  capital?  Has  that 
been  paid.     A.  As  near  as  I  can  understand,  it  has. 

Q.  In  what  form,  in  the  form  of  these  nine  per  cent,  divi- 
dends?    A.  Yes,  sir. 

Q.  Has  there  been  any  effort  to  ascertain  whether  those  divi- 
dends correspond  to  one-eighth  of  the  profits  determined  yearly? 
A.  Not  a  very  accurate  investigation,  but  I  believe  that  they 
have  not  exceeded  it. 

Q.  The  section  further  provides  that  the  remainiag  seven- 
eighths  shall  be  issued  in  scrip  once  every  three  years  to  the 
holder  of  a  policy  which  shall  have  been  in  existence  for  one 
year  previous  to  such  issue  and  which  policy  shall  be  unexpired. 
Has  scrip  been  issued  in  that  manner?     A.  Not  in  many  years. 

Q.  "When  was  it  last  issued?  A.  That  was  before  my  time,  I 
guess. 

Q.  How  many  years  ago  is  that?  A.  Well,  I  came  to  the 
company  in  1863. 

Q.  Why  has  not  the  company  complied  with  the  provision  of 
its  charter?  A.  Well,  we  supposed  that  paying  the  dividends 
as  we  are  paying  them  is  about  the  same  thing;  -it  is  simply  chang- 
ing the  method. 

Q.  Have  you  made  any  computation  annually  for  the  purpose 
of  determining  what  seven-eighths  of  your  actual  profits  would 
be?  A.  We  know  about  what  the  seven-eighths  would  be  annu- 
ally. 

Q.  Do  you  issue  scrip  for  that  to  any  policyholder  whose  pol- 
icy has  been  in  force  for  a  year?  A.  Well,  we  pay  it  in  cash 
and  we  pay  it  in  what  is  known  as  survivorship  policies;  that  is, 
we  set  it  aside  for  them. 

Q.  I  should  like  to  have  you  tell  me  what  calculation  you 
made  at  the  end  of  1904  with  reference  to  your  profits  for  that 
year  and  showing  the  division  of  it  for  the  purpose  of  allotting 
seven-eighths  to  your  policyholders.  Have  you  such  a  calcula- 
tion ?    A.  I  haven't  it  with  me.    I  can  produce  it. 

Q.  Who  would  make  it?    A.  The  actuary. 

Q.  Was  it  made  ?    A.  At  the  end  of  1904  ? 

Q.  Yes.    A.  For  that  year,  yes,  sir. 

Q.  Wert  seven-eighths  set  aside?  A.  Seven-eighths  was  set 
aside  in  what  is  known  as  the  contingent  reserve  fund. 
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Q.  Was  it  set  aside  by  the  issuance  of  any  scrip  or  documents 
showing  the  right  of  the  policyholder  to  it?    A.  No,  sir. 

Q.  Was  the  amount  left  in  your  tinassigned  funds?  A.  Yes, 
sir. 

Q.  Did  you  take  any  liability  for  it?    A.  No,  sir. 

Q.  Did  you  do  that  under  legal  advice  ?  A.  I  don't  know  as 
I  did.    I  did  it  under  the  advice  of  the  committee. 

Q.  Please  state  fully  what  has  been  the  reason  why  the  pro- 
visions of  your  charter,  which  I  understand  have  not  been 
amended,  have  not  been  strictly  complied  with?  A.  Well,  we 
supposed  they  had  been. 

Q.  How  could  you  comply  with  them  without  determining 
seven-eighths  of  your  profits  and  issuing  scrip  therefor  ?  A.  We 
did  not  understand  that  we  were  to  use  up  that  contingent  fund 
and  reserve  fund  and  pay  it  over  to  the  policyholders. 

Q.  It  says  that  you  shall  issue  scrip  ?    A.  Well 

Q.  Now,  this  scrip  it  is  provided  in  case  of  the  death  of  an 
insured  party,  scrip  for  his  proportion  of  profits  which  may  have 
accrued  previous  to  his  decease  shall  at  the  next  succeeding  time 
be  issued  to  his  legal  representatives.  Have  you  done  that?  A. 
We  do  not  issue  scrip,  sir. 

Q.  Have  you  accounted  to  the  representatives  of  a  deceased 
policyholder  for  his  proportion  of  the  profits  of  the  company 
which  may  have  accrued  previous  to  his  decease  and  since  the 
last  year  ?    A.  We  have  paid  mortuary  dividends. 

Q.  Have  you  computed  those  mortuary  dividends  with  refer- 
ence to  the  exact  profits  to  your  company?  A.  In  comparison  to 
the  sum  paid  to  policyholders  at  that  time. 

Q.  Is  your  actuary  here  ?    A.  Yes,  sir. 

MR.  HUGHES :    Will  you  please  withdraw  for  a  moment  ? 

f 

MORRIS  W.  TORREY,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  How  long  have  you  been  actuary  of  the  Manhattan  Life 
Insurance  Company?     A.  Since  May  1st,  1898. 
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Q.  Did  you,  at  the  end  of  1904,  make  up  a  statement  of  tlio 
profits  earned  for  that  year?     A.  Yes,  sir. 

Q.  Have  you  that  here?  A.  I  don't  know  whether  I  have  it 
here  or  not.  (Eeferring  to  papers.)     ISTo,  sir. 

Q.  State  how  you  made  it  up?  A.  Do  you  mean  how  T  as- 
certained what  the  profits  for  the  year  are? 

Q.  Yes.  A.  That  is  a  very  simple  matter,  to  tell  them  in 
gross,  the  profits  for  the  year  are  the  amounts  by  which  your 
surplus  increased,  plus  the  amount  you  have  paid  out  in  divi- 
dend:! for  the  year. 

Q.  What  was  that  amount  in  1904?  A.  As  near  as  I  can  re- 
member, some  $211,000. 

Q.  Is  that  the  amount  with  which  your  surplus  increased,  or 
that  amount  in  addition  to  the  amount  paid  out  in  dividends? 
A.  That  is  the  amount  by  which  our  surplus  increased,  plus  the 
amount  paid  out  in  dividends. 

Q.  How  much  had  you  paid  out  in  dividends?  A.  I  think  we 
paid  out  in  dividends  about  $120,000. 

Q.  What  did  you  do  with  the  difference  between  $120,000  and 
$211,000?  A.  Well,  it  was  more  than  $211,000;  it  must  have 
been  $220,000,  because  I  remember  now  the  surplus  increased 
about  $100,000,  and  we  paid  out  about  $120,000  or  $124  000 

Q.  $224,000?     A.  Yes. 

Q.  What  did  you  do  with  the  $100,000  over  and  above  what 
you  paid  out  in  dividends?  A.  It  was  carried  to  the  credit  of 
the  contingent  fimd. 

Q.  Is  it  allotted  in  dividends?     A.  Ko. 

Q.  Is  it  credited  to  any  policyholder  ?  A.  It  is  carried  to  the 
credit  of  the  contingent  fund  account,  oat  of  wliieh  dividends  to 
the  policyholders  are  paid. 

Q.  But  that  amount  of  $100,000  in  excess  of  the  amount  paid 
to  policyholders  in  1904  was  not  credited  to  any  policyholder  or 
policyholders?  A.  Well,  the  annual  dividend  policies,  of  course, 
received  their  share  of  it. 

Q.  That  is  part  of  the  $124,000?     A.  Beg  pardon. 

Q.  The  amount  you  distributed  in  dividends  on  annual  divi- 
dend policies  was  a  part  of  the  $124,000?     A.  Yes. 

Q.  I  am  not  speaking  of  the  additional  $100,000  made  in  1904 
A.  The  additional  $100,000  all  of  it  went  practically  to  the  sur- 
vivorship dividend. 
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Q.  Was  it  taken  as  a  liability  by  your  company?  A.  No,  we 
did  not  carry  it  as  a  liability. 

Q.  It  is  carried  as  part  of  the  unassigned  funds?  A.  As  part 
of  the  unassigned  funds. 

Q.  That  is  not  distributed  or  credited  to  anyone  1     A.     No. 

Q.  It  is  carried  as  surplus  ?     A.  Carried  as  surplus,  yes,  sir. 

Q.  That  has  been  the  practice  since  you  have  been  with  the 
company?     A.  Yes. 

Q.  To  carry  each  year  an  amount  to  the  unassigned  funds, 
has  it  not?  A.  Well,  we  carried  it  to  what  we  call  the  contin- 
gent fund  account. 

Q.  Well,  you  have  a  contingent  fund  account  and  unassigned 
or  surplus  account?    A.  It  is  the  same  thing,  practically. 

Q.,  Have  you  ever  issued  while  you  have  been  connected  with  the 
company  any  scrip  to  policyholders  ?    A.  No. 

Q.  Have  you  ever  attempted  in  any  way  to  comply  with  the  pro- 
visions of  Sections  16  and  17  as  to  the  issuance  of  scrip  ?  A.  I 
always  understood  if  you  paid  in  cash  it  was  the  same  thing  as 
scrip. 

Q.  You  have  not  paid  this  $100,000  in  cash  ?  A.  No,  but  we 
have  got  it  there,  and  it  is  not  due  until  the  policy  reaches  the 
period  of  maturity. 

Q.  I  understand  that,  but  I  want  to  know  if  you  have  ever  com- 
plied with  the  provisions  of  the  charter  in  regard  to  the  issuance 
of  scrip  ?    A.  We  never  have  issued  any  scrip,  no,  sir. 

Q.  What  you  have  done  is  to  set  aside  a  certain  amount  of  the 
gains  of  the  year  in  dividends  ?    A.  Yes. 

Q.  Those  you  have  paid  oirt  on  matured  dividend  policies  and 
on  annual  dividend  policies  ?    A.  Yes. 

Q.  And  the  rest,  which  has  not  been  so  distributed,  has  been 
carried  to  your  general  surplus  account  ?    A.  Yes,  sir. 

Q.  Or  treated  as  unassigned  funds  ?    A.  Yes,  sir. 

Q.  And  you  have  in  the  course  of  the  time  tbat  you  have  been 
actuary  of  the  company  increased  your  surplus  considerably,  have 
you  not  ?  A.  Well,  we  have,  but  I  would  like  to  make  a  statement 
there,  if  I  may,  Mr.  Hughes. 

Q.  Yes.  A.  The  surplus  has  increased  there,  but,  of  course,  a 
large  part  of  that  increase  is  due  to  the  increase  on  the  survivor- 
ship dividends. 
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Q.  You  mean  by  those  deferred  dividend  policies  ?  A.  Yes,  we 
call  them  survivorships. 

Q.  You  mean  the  large  part  of  it  consists  in  accumulations  ?  A. 
Practically  all  of  it. 

Q.  Which  you  are  carrying  for  the  benefit  of  those  who  will  be 
entitled  to  dividends  at  the  expiration  of  their  respective  peripda  ? 
A.  Yes,  sir. 

Q.  Now,  in  calculating  the  amounts  apportionable  to  deferred 
dividend  policyholders,  what  method  do  you  adopt  ?  A.  We  allot 
them  or  we  make  a  memorandum  of  exactly  the  same  dividend  as 
the  similar  annual  dividend  policy  would  have. 

Q.  You  calculate  your  annual  dividends,  then  ?    A.  Yes. 

Q.  And  keep  an  account  with  each  policyholder  ?    A.  Yes. 

Q.  Do  you  credit  him  with  the  present  worth  of  his  accumula- 
tions of  annual  dividends?  A.  ITo,  we  enter  up  the  same  as  the 
actual  annual  dividend  and  allow  interest  on  it. 

Q.  Have  you  a  specimen  account  here  which  you  keep  with  the 
policyholders  ?    A.  No. 

Q.  How  do  you  determine  the  amount  payable  to  an  annual 
dividend  policyholder  ?  A.  Well,  we  have  our  profits  for  the  year, 
and  we  find  out  how  much  our  mortality  saving  has  been,  and 
how  much  our  excess  interest,  and  then  we  make  up  a  dividend 
which  is  composed  of  practically  three  items,  the  mortality  sav- 
ings and  interest  savings  and  a  small  amount  remaining  over  from 
the  loading  of  the  premium. 

Q.  Do  you  make  an  exact  calculation  of  your  loadings  for  the 
year?     A.  Yes,  sir. 

Q.  And  do  you  divide  up  all  your  earnings  for  the  year?  A. 
We  have,  practically,  yes,  sir. 

Q.  What  do  you  mean  by  practically?  A.  Why,  we  have  only 
increased  the  last  three  or  four  years,  increased  our  general  sur- 
plus less  than  one  hundred  thousand  dollars;  that  is  in  the  last 
three  years. 

Q.  You  increased  it  one  hundred  thousand  dollars  last  year, 
did  you  not?  A.  No,  I  mean  our  general  surplus  over  and  above 
survivorships,  our  Simon  pure  surplus. 

Q.  How  do  you  figure  your  Simon  pure  surplus?  A.  Simply 
take  from  the  general  amount  the  amount  of  the  survivorships. 

Q.  How  can  you  calculate  the  gross  amounts  applicable  to  the 
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first  dividend  policies  without  taking  the  entire  amotint,  or  seven- 
eighths  of  your  profits?  In  "other  words,  what  right  have  you 
to  set  apart  any  amount  as  a  Simon  pure  surplus  in  excess  of 
one-eighth  of  your  profits?  A.  Well,  after  allowing,  I  think  you 
will  find  the  charter  says,  after  making  an  adequate  provision  for 
all  liabilities,  the  balance  of  seven-eighths  can  be  paid  to  policy- 
holders— the  balance,  it  says. 

Q.  Tou  take  a  certain  amount  of  the  profits  in  order  to  make 
an  adequate  provision  for  outstanding  policies  in  addition  to 
your  reserve?    A.  That  is  practically  it,  yes,  sir. 

Q.  Upon  what  basis  is  your  reserve  calculated?  A.  On  poli- 
cies prior  to  January  1st,  1901,  on  the  actuaries'  four  per  cent, 
tables.  Since  then  on  the  American  three  and  three  and  a  half 
per  cent,  table. 

Q.  Did  not  you  regard  that  reserve  as  an  adequate  provision 
for  your  policies?     A.  Not  entirely. 

Q.  Why  not?  A.  Because  it  would  be  very  unsafe  for  a  com- 
pany to  go  ahead  and  do  business  with  nothing  but  the  reserve. 
A  sudden  heavy  death  loss  or  a  depreciation  would  close  you  up. 

Q.  Then  you  aim  to  keep  a  certain  amount  in  excess  of  your 
reserve  as  an  adequate  provision  for  your  policies?     A.  Yes,  sir. 

Q.  And  you  aim  to  either  distribute  or  hold  for  distribution 
any  excess  of  your  profits  over  and  above  that  amount?  A. 
Yes,  sir. 

Q.  And  do  you  determine  each  year  how  much  you  will  set 
aside  as  a  part  of  what  you  call  your  Simon  pure  surplus  and 
what  part  will  be  apportioned  for  deferred  dividend  policies? 
A.  Well,  we  cannot  settle  it  exactly  in  dollars  and  cents.  We 
know  very  near  it,  indeed,  because  some  policyholders  may  die 
before  they  get  dividends. 

Q.  What  is  the  total  amount  of  the  surplus  now  aggregating 
$1,854,674  as  it  stood  on  December  31st,  1904,  which  you  cal- 
culate as  held  for  policyholders?    A.  $984,3T9. 

Q.  Then  you  have  left  something  like  nine  hundred  thousand 
dollars?    A.  Yes,  sir. 

Q.  As  a  contingent  fund?    A.  Yes,  sir. 

Q.  That  has  been  made  out  of  profits?  A.  That  has  been 
made  out  of  profits  since  the  organization  of  the  company. 
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Q.  And  the  policyholders  are  entitled  to  seven-eighths  of  that? 
A.  "Well,  I  suppose  if  the  amount  was  to  be  divided  up,  but,  of 
course,  part  of  that  is  the  adequate  provision  we  make  for  lia- 
bilities under  the  charter. 

Q.  Well,  seven-eighths  of  it,  if  it  is  profit,  belongs  to  the  pol- 
icyholders.    The  question  is  whether  it  is  profit?     A.  Yes. 

Q.  Have  you  any  scheme  or  plan  for  the  division  of  that  nine 
hundred  thousand  dollars  at  any  time?  A.  No,  because  we  re- 
gard that  as  adequate  provision  for  liabilities. 

Q.  As  a  practical  matter  you  do  not  pay  any  attention  to  the 
provision  for  seven-eighths'  distribution?  A.  Well,  the  amount 
that  we  divide  up,  the  policyholders  will  get  seven-eighths  of  it, 
and  the  stockholders  one-eighth. 

Q.  You  do  not  make  any  division  into  eighths,  as  a  practical 
matter  ?  A.  Well,  I  don't  think  1  quite  understand  that  question. 
We  find  out  that  the  profits  for  the  year  will  be  so  much,  and 
about  so  much  will  be  paid  out,  and  the  stockholders  will  get  one- 
eighth,  the  regular  dividend,  and 

Q.  Do  they  get  one-eighth  or  less  ?    A.  Generally  less. 

Q.  You  do  not  make  any  calculation  on  the  basis  of  an  eighth? 
A.  Well,  we  generally  see  it  is  less  than  one-eighth. 

Q.  Can  you  show  me  any  calculation  by  which  you  have  ever 
divided  your  profits  into  eighths?  A.  I  could  show  you  how  much 
we  have  paid  out  each  year  and  the  gross  amount  paid  out  to  the 
stockholders  is  considerably  less  than  one-eighth  of  the  amount 
paid  out  to  the  policyholders,  leaving  out  entirely  the  amount 
set  aside 

Q.  Take  the  year  1904.  Out  of  the  total  profits  for  1904,  which 
aggregate,  as  I  understand  it,  $224,000?    A.  Yes. 

Q.  How  much  did  you  set  aside  for  dividends  due  or  accrued 
and  to  accumulate?  A.  I  will  have  to  get  that  out.  I  have  not 
got  those  figures  here. 

'  Q.  Can  you  tell  me  approximately?  A.  Well,  approximately 
the  total  amount  we  would  pay  out  in  dividends  for  1904,  as  near 
as  I  can  remember,  was  about  two  hundred  thousand  dollars.  It 
would  be  very  near  that. 

Q.  The  total  amount  you  paid  was  $124,000?    A.  And  set  aside. 

Q.  And  set  aside?    A.  Yes. 
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Q.  And  then  did  you  set  aside  for  deferred  dividend  policies 
upward  of  seventy-five  thousand  dollars  in  the  year  ?  A.  Yes,  sir, 
the  actual  dividends. 

Q.  I  do  not  mean  for  actual  dividends,  but"  for  dividends  when 
they  matured  ?    A.  Yes. 

Q.  Upwards  of  seventy-five  thousand  dollars  ?  A.  Upwards  of 
$75,000. 

Q.  So  is  it  fair  to  say  that  of  the  total  of  $224,000  you  actually 
set  aside  $200,000?    A.  Yes,  sir,  almost  exactly. 

Q.  So  that  you  only  increased,  exclusive  of  these  accumulations, 
your  free  sxirplus  last  year  by  about  $24,000?  A.  It  will  be  a 
trifle  more  than  that. 

Q.  About  $25,000?  A.  Something  over  that,  I  think.  A 
trifling  amount.  In  round  numbers  call  it  twenty-five  thousand 
dollars. 

Q.  I  notice  that  in  1874  your  surplus  was  $1,373,953,  and  in 
1904  it  is  $1,854,674.  It  appears  that  in  1884  it  was  $1,710,459. 
What  is  the  explanation?  A.  I  don't  know  that  I  am  competent 
to  answer.    I  was  not  connected  with  the  company  at  that  time. 

Q.  From  your  acquaintance  with  its  affairs,  have  you  any  an- 
swer to  that?  A.  I  think  back  in  those  earlier  years  they  were 
paying  out  too  large  dividends — they  were  paying  very  large 
dividends. 

Q.  Has  the  amount  set  aside  as  dividends  been  decreased  in 
late  years  ?  A.  ISTot  since  I  have  been  with  the  company.  Every 
year  since  I  have  been  with  the  company  we  have  shown  a  grad- 
ual increase. 

Q.  Do  the  amounts  appear  to  be  less  than  those  formerly  set 
aside?     A.  That  depends  entirely  on  how  far  back  you  go. 

Q.  I  find  in  1879  that  two  hundred  and  fifty  thousand  dollars 
was  paid  in  dividends  to  policyholders  and  in  1900  fifty-one  thou- 
sand dollars,  and  in  1903  seventy-six  thousand  dollars,  and  in 
1904  a  hundred  and  twenty-four  thousand  dollars.  Do  you  know 
how  it  was  that  the  dividends  were  two  hundred  and  fifty  thou- 
sand dollars  in  1879?  A.  I  don't  know.  I  Avas  not  connected  with 
the  company. 

Q.  No,  but  from  your  acquaintance  with  the  history  of  the 
company,  have  you  any  reasons  which  occurred  to  you  for  that? 
A.  Excepting  in  those  days  the  profits  were  very  large,  indeed, 


4658  Legislative  Insurance  Investigation. 

which  we  do  not  have  nowadays.  The  interest  rate  was  very 
high  and  the  profit  from  lapses  was  very  high  as  the  company  gave 
practically  nothing  hack. 

Q.  What  proportion  of  the  reserve  do  you  give  in  surrender 
values  now?  A.  Our  gain  and  loss  exhihits  will  show.  I  think 
it  is  somewhere  around  seventy  or  eighty  per  cent. 

Q.  What  is  your  rate  of  lapses  ?    A.  I  cannot  say  that  off-hand. 

Q.  Approximately?  A.  Well,  what  do  you  mean,  on  first  year, 
second  year,  third  year  ofr  what? 

Q.  Well,  I  would  like  to  have  it  on  first  year,  second  year 
and  third  year.    A.  I  could  not  say  that. 

Q.  Take  the  Exhibit  here  shown  by  the  Blue  Book  on  the 
amount  of  business  done  in  the  last  few  years  and  compare  it  with 
your  net  increase  and  see  if  that  will  refresh  your  recollection 
(handing  book)?     A.  No,  I  cannot  say  offhand. 

Q.  It  is  very  considerable?  A.  Yes,  our  lapsed  ratio  is  (juite 
high. 

Q.  What  is  your  recollection  of  that?  A.  Well,  the  policies 
won't  stick,  and  the  competition  of  business,  twisting  and  one  thing 
and  another. 

Q.  Is  there  any  reason  why  the  policies  should  not  stick  in  the 
case  of  the  Manhattan  Life  Insurance  Company,  whicli  does  not 
obtain  in  any  other  company?  A.  Our  lapsed  rate  is  not  so  ter- 
ribly excessive.     It  is  high. 

Q.  Can  you  give  me  an  idea  about  what  it  is?  A.  Well,  I 
could  not  say  offhand. 

Q.  Subject  to  correction  if  you  find  you  are  in  error.  A.  ISTo, 
I  would  not  like  to  make  a  wild  estimate. 

ME.  HUGHES:  I  will  read  in  evidence  from  the  statement 
furnished  by  the  company  to  the  committee  the  following: 

That  in  apportioning  the  annual  dividends  the  Manhattan  fol- 
lows the  usual  practice  of  other  American  companies  and  employs 
the  general  principles  of  the  contribution  form.ula.  The  dividend 
is  composed  of  three  elements,  and  for  this  year  is  as  follows: 
(The  dividend  year  running  from  July  1st  to  July  1st.) 

First.  The  portion  of  loading  remaining  after  making  dedm'- 
tions  for  expenses.    The  expense  deductions  for  the  various  forms 
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of  policies  averaging  about  18  per  cent,  of  the  gross  pretnium, 
plus  Y5  per  cent,  per  thousand  insurance. 

Second.  Gain  from  interest  amounting  to  7-20  of  1  per  cent, 
on  the  reserve. 


Third.  Mortality  gain,  amounting  to  5  per  cent,  of  the  cost  of 
insurance. 

Profits  from  lapsed  and  surrender  are  applied  toward  the  gross 
expenses  of  the  company.  Also  a  portion  of  the  mortality  gains, 
"and  also  a  portion  of  the  excess  interest  earned. 

In  making  the  apportionment  to  deferred  dividend  policies  at 
(he  completion  of  their  dividend  period  they  are  given  dividends 
calculated  in  the  same  general  character  as  annual  dividend  pol- 
icies plus  interest  and  plus  the  dividend  accumulation  which 
would  have  been  earned  by  deferred  dividend  policies  that  have 
been  terminated  by  lapse,  death  and  otherwise. 

Q.  Your  estimate  of  deferred  dividend  policies  and  results  are 
not  ready  to-day,  I  understand?    A.  No,  sir. 

Q.  They  will  be  ready  in  the  morning  ?    A.  Yes. 

HENKY  B.  STOKES,  resumed. 

BY  ME.  HUGHES: 

Q.  My  attention  has  been  called  to  the  expenses  of  your  busi- 
ness in  comparison  with  the  business  of  certain  other  companies 
as  shown  by  certain  correspondence,  which  I  place  in  your  hands 
and' which  I  suppose  is  familiar  to  you.  Is  it  a  fact  that  the  ex- 
pense of  that  business  as  compared  with  the  premium  receipts 
is  in  excess  of  that  of  many  other  companies  ?  A.  Well,  I  am 
not  entirely  familiar  with  this  paper.  Mr.  Torrey  has  had  entire 
charge  of  the  matter.  I  knew  Mr.  Clark,  and  met  him  the  other 
day. 
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Q.  You  can,  apart  from  the  paper,  explain  to  me  what  the  ex 
I'ense  ratio  of  your  company  is,  and  why  it  should  be  as  high  as 
it  appears  to  be?  A.  Well,  in  consequence,  as  I  remarked  this 
morning,  of  the  commissions  to  agents,  on  new  business  in  pro- 
jiortion  to  our  premium  accoimt,  but  our  purpose  is  to  decrease 
our  renewals,  and  in  time  I  think  we  will  reduce  the  ratio. 

Q.  Has  it  been  a  large  ratio  of  expense  to  renewals  for  a  niim- 
ber  of  years  ?    A.  I  cannot  quote  the  ratio  for  a  number  of  years. 

Q.  Are  real  estate  loans  in  any  Avay  placed  in  such  a  manner 
t]-jat  you  receive  any  commission  in  connection  with  them?  A. 
TvTo  sir. 

Q.  Never  have?    A.  iN^ever  have. 

Q.  Are  these  all  the  collateral  loans  in  force  at  the  present 
time  (showing  witness  paper)  ?    A.  Yes,  sir. 

(Paper  marked  Exhibit  906  for  identification.) 

Q.  I  would  like  to  have  you  furnish  me  with  a  statement  of 
the  collateral  accompanying  these  loans.  My  attention  is  called 
to  the  Little  Falls  and  Dolgeville  Eailroad  Company  bonds  held 
by  you.    Do  you  hold  the  par  value,  $75,000  ?    A.  Yes,  sir. 

Q.  You  have  held  them  for  some  years  ?    A.  A  few  years. 

Q.  Are  they  the  same  bonds  which  appear  in  your  1898  ac- 
count or  statement  ?    A.  They  are  the  same. 

Q.  How  does  it  happen  that  the  book  value  appears  different 
in  the  reports  of  1898  and  1904?  A.  There  were  more  bonds 
and  reduced  to  $75,000. 

Q.  There  were  more  bonds  originally?    A.  Yes,  sir. 

Q.  Then  the  former  bonds  were  of  a  larger  amount?  A.  Yes, 
sir. 

Q.  Was  there  a  reorganization  there  ?    A.  Yes,  sir. 

Q.  And  you  subsequently  obtained  bonds  which  stood  you  in 
a  lower  cost?     A.  Lower  rate. 

Q.  Did  you  dispose  of  your  earlier  bonds?  A.  No,  sir,  sold 
I'othing. 

Q.  Then  how  did  it  happen  that  the  cost  or  book  value  is  so 
much  less  in  1904,  as  appears  in  your  annual  statement,  than  it 
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was  in  1898?     x\.   1904  would  be  the  reduced  number  of  bonds 
on  a  three  per  cent,  basis,  and  here  was  $150,000  bonds. 

Q.  In  each  case  I  am  referring  to  the  cost.  Have  you  marked 
off  the  cost?  This  is  book  value  and  the  other  is  cost  value.  A. 
]  can  explain  it  there  but  I  cannot  here. 

Q.  Do  you  remember  the  circumstances  attending  the  tempo- 
rary loan  to  which  reference  is  made  in  connection  with  the  bonds? 
A.  I  remember  we  loaned  Alfred  L.  Dolge  some  money  on  some 
first  and  second  mortgage  bonds  of  the  Little  Falls  &  Dolgeville 
Ro^d.     I  remember  the  collateral  was  $75,000  each. 

Q.  What  was  the  amount  of  that  loan?  A.  I  think  it  was 
$125,000. 

Q.  On  $150,000  par  of  these  bonds?  A.  Oh,  no,  we  had  other 
collateral;  I  cannot  give  you  what  the  other  collateral  was,  but 
we  had  other  collateral. 

Q.  When  was  the  loan  made?     A.  I  cannot  answer  that. 

Q.    Did  you  lose  on  that  loan?    A.   Not  yet. 

Q.  Is  it  still  open?  A.  No,  the  only  collateral  that  was  left 
and  never  realized  on  it. 

Q.  What  is  the  value  of  the  collateral  that  was  left?  A.  I 
sliould  think  something  like  $76,000  for  the  bonds  and  we  had 
some  little  stock  which  I  do  not  recall  how  much. 

Q.  How  much  was  paid  on  the  loan?  A.  I  don't  know  what 
the  balance  was. 

Q.  You  don't  know  how  it  stands  at  present?  Does  that  ap- 
jiear  among  your  collateral  loans?  A.  No,  not  now.  It  would 
appear  on  the  long  list  of  loans  made  in  the  last  ten  years. 

Q.  What  was  do-ie  to  liquidate  or  dispose  of  the  loan  ?  A.  We 
sold  off  certain  collateral  and  paid  the  loan  down. 

Q.  Plas  the  loan  been  paid  off?     A.  I  consider  it  has. 

Q.  Have  you  marked  the  loan  off  your  books?  A.  As  a  loan, 
yes,  sir. 

Q.  Did  you  do  that  without  its  being  paid?  A.  We  took  the 
jissets  that  were  left  for  the  loan. 

Q.  By  agreement  with  Mr.  Dolge  did  you  release  him  and  take 
the  securities  in  payment?  A.  I  don't  know  that  we  conferred 
with  him;  I  don't  recall  conferring  with  him. 

Q.  How  did  it  happen  that  you  could  take  it  out  of  your  loan 
account  in  that  way?     A.  He  was  in  default  and  failed. 
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Q.  Did  you  foreclose  on  the  collateral?     A.  Practically,  yes. 

Q.  You  bought  it  in  ?     A.  At  auction. 

Q.  Bid  you  take  the  collateral  at  the  time  you  foreclosed  on 
it?     A.  Yes,  we  practically  took  the  title. 

Q.  You  hold  the  collateral  now  or  what  is  left  of  it?     A.  Yes. 

Q.  And  the  loan  was  marked  off  the  books  ?    A.  As  a  loan. 

Q.  As  a  foreclosed  loan?     A.  Yes. 

Q.  And  you  took  whatever  you  got  in  as  collateral  against 
whatever  you  had  paid  out  for  the  balance  due  the  loan?    A.  Yes. 

Q.  Is  this  a  statement  of  your  average  balances?  (Showing 
Avitness  paper.)     A.  Yes,  sir. 

(Paper  marked  Exhibit  907  for  identification.) 

Q.  The  point  that  my  attention  is  directed  to  is  how  you  carried 
the  bonds  at  a  different  book  value  than  they  were  carried  pre- 
viously— can  you  explain  that  ?     A.  Not  here. 

Q.  Now,  with  regard  to  the  monthly  balances  of  cash,  you  carry 
your  main  balance  in  the  Knickerbocker  Trust  Company  and 
Mechanics'  ISTational  Bank?  A.  And  the  Citizens'  National 
Bank,  and  a  small  amount  in  the  Union  Trust  Company. 

Q.  Your  total  cash  balances  monthly  varied  from  $100,000  to 
$600,000.  What  interest  do  you  obtain  upon  them?  A.  In  some 
cases  two  and  in  some  cases  three. 

Q.  What  does  the  Mechanics'  National  Bank  pay  you?  A.  I 
think  2|. 

Q.  How  long  has  it  paid  2^  ?  A.  Always  paid  the  same  rate, 
whatever  it  is. 

Q.  I  am  referred  to  a  letter  from  the  Mechanics'  Bank  saying 
that  since  your  account  was  opened  in  that  bank  they  have  been 
allowing  you  interest  on  the  daily  balances  at  the  rate  of  2^  per 
cent. — is  that  correct?     A.  Yes,  sir. 

Q.  And  your  rate  with  the  Knickerbocker  Trust  Company  is 
what?     A.  I  think  it  is  three. 

Q.  Three  per  cent. ;  and  your  rate  with  the  Citizens'  Central 
National  Bank  is  what  ?    A.  I  think  that  is  two. 

Q.  Here  is  a  letter  which  purports  to  state  it  which  I  will  read : 
"We  beg  to  advise  you  that  on  your  general  account  we  have 
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been  crediting  you  at  the  rate  of  2  per  cent,  on  the  excess  of 
$25,000,  and  on  special  deposits  represented  by  certificates  of 
deposit,  which  are  subject  to  call  on  five  days'  notice;  we  paid  you 
3  per  cent.,  except  in  March,  1903,  the  rate  on  certificates  of  de- 
posit was  4  per  cent.,  and  in  August,  September,  October  and 
jSTovember,  1903,  3^  per  cent."  Is  that  correct?  A.  I  believe  it 
to  be  so. 

Q.  Is  $25,000  free  of  interest  ?     A.  Yes,  sir. 

Q.  Has  the  company  any  interest  in  the  Citizens'  Central  Na- 
tional Bank  ?     A.  100  shares  of  stock. 

Q.  Is  it  interested  in  the  Knickerbocker  Trust  CompanyJ  A. 
ISTo,  sir. 

Q.  Is  it  interested  in  the  Mechanics'  National  Bank  ?  A.  100 
shares  of  stock. 

Q.  Do  you  participate  in  any  loans  made  by  the  bank — that  is 
to  say  do  they  give  you  a  participation  ?    A.  No,  sir. 

Q.  Have  you  participated  with  any  bank  in  the  making  of  loans 
by  it?     A.  No,  sir. 

Q.  For  commissions  or  otherwise?     A.  No,  sir. 

Q.  What  has  been  the  expense  of  your  Syracuse  agency — do 
they  average  fifteen  thousand  dollars  a  year  ?  A.  Why  no,  I  can- 
not give  you  the  figure,  but  no  such  amount  as  that. 

Q.  Can  you  give  me  approximately  the  amount  ?  A.  I  should 
not  think  more  than  twenty-five  hundred  dollars. 

Q.  What  amount  of  insurance  does  that  agency  turn  in  on  an 
average?  A.  I  should  think  over  six  hundred  thousand  dollars  a 
year,  besides  collecting  old  premiums. 

Q.  Who  is  in  charge  of  that  agency  ?  A.  Mr.  Maynard — 0.  C. 
Maynard. 

Q.  Do  you  recall  an  effort  on  the  part  of  the  agencies  of  your 
company  to  obtain  proxies  a  few  years  ago?     A.  Some  few. 

Q.  Did  Mr.  Hendricks,  now  deceased;  Mr.  Maynard,  of  Syra- 
cuse, and  Mr.  Daniel,  of  New  York,  take  steps  to  obtain  proxies 
from  policyholders  ?     A,  I  don't  know  that  all  of  them  did. 

Q.  Did  some  of  them?     A.  I  believe  so. 

Q.  What  happened?     A.  Well,  they  got  them. 

Q.  Were  they  dismissed?     A.  For  that? 

Q.  Were  they  dismissed?     A.  One  was. 

Q.   Who  was  that?     A.  Mr.  Daniels. 
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Q.  And  what  was  he  dismissed  for?  A.  Well,  he  was  a  very 
difficult  man  to  handle. 

Q.  Was  it  because  he  had  endeavored  to  get  proxies?  A.  No, 
sir;  it  was  his  methods. 

Q.  Was  Mr.  Maynard  dismissed?     A.  No,  sir. 

Q.  And  subsequently  taken  back?  A.  I  do  not  recall  that  he 
was,  sir. 

Q.  Who  is  in  charge  of  your  agency  system?  A.  W.  P.  Lane, 
vice-president. 

ilK.  HUGHES:  Now,  Mr.  Stokes,  if  you  will  have  the  actuary 
of  your  company  present  the  estimate  of  results,  that  information 
asked  for,  I  will  excuse  you. 

Q.  I  am  requested  to  ask  you  the  total  amount  your  company 
has  received  from  policyholders  since  its  organization.  A.  May 
I  read  that,  sir? 

Q.  Yes.  A.  Since  the  organization  the  company  has  received 
from  policyholders  the  sum  of  $67,624,000.  It  has  paid  to  policy- 
holders, $54,0'J5,000;  and  the  assets  amount  to  $18,000,000.  The 
total  payment  to  policTyholders,  plus  the  present  asi-ets,  is  about 
five  million  of  dollars  more  than  the  total  premiums  received. 

Q.  And  the  assets  amoimting  to  over  eighteen  million  dollars 
are,  with  the  exception  of  about  $1,750,000.00,  held  as  the  legal 
reserve?     A.  Yes,  sir. 

GEORGE  G.  HAVEN,  resumed: 
BY  MR.  HUGHES: 

Q.  Mr.  Haven,  you  have  been  asked  to  produce  a  statement  of 
your  syndicate  participations.  Is  this  the  statement  (showing 
witness  paper)?     A.  Yes,  sir;  it  is. 

Q.  And  this  is  complete?  A.  This  is  complete,  according  to 
the  record. 

Q.  Of  all  the  syndicates  in  which  the  Mutual  Life  was  inter- 
ested, or  where  the  Mutual  bought  bonds  from  the  syndicate  man- 
agers ?  A.  According  to  their  statements.  I  have  not  gone  back 
of  their  statements. 
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Q.  Have  yon  gone  into  it  sufficiently,  so  that  you  know  it  in- 
cludes the  cases  where  the  Mutual  Life  has  bought  bonds  from 
syndicate  managers?     A.  Yes,  sir;  so  far  as  I  can  find  out. 


MR.  HUGHES:   I  offer  that  in  evidence. 

THE  WITNESS:   May  I  correct  a  statement? 

ME.  HUGrHES:   Just  a  moment,  when  this  is  marked. 

Paper  marked  Exhibit  No.  908. 

Q.  You  say  you  desire  to  make  a  correction?    A.  Yes,  sir. 

Q.  What  is  the  correction?  A.  I  stated  yesterday  to  the  Com- 
'•nittee  that  to  the  best  of  my  recollection  the  salary  committee 
was  appointed  by  the  President.  I  have  seen  the  Chairman  of  the 
committee  to-day,  sir,  and  he  called  my  attention  to  the  fact,  stated 
to  me  that  the  salary  committee  of  which  he  was  one,  was  ap- 
pointed by  the  finance  committee  nearly  twenty  years  ago,  and 
there  had  been  nothing  done  since. 

Q.  Was  the  salary  committee,  in  fixing  the  salaries  of  the  ex- 
ecutive ofliicers  within  a  recent  period,  acting  under  authority  con- 
ferred by  the  finance  committee  twenty  years  ago?  A.  I  so  un- 
derstand it,  sir. 

Q.  And  there  has  been  no  action  taken  by  the  finance  commit- 
tee?   A.  Oh,  yes. 

Q.  Or  under  the  by-laws  for  the  appointment  of  any  salary 
committee  other  than  that?  A.  Yes,  sir;  there  has  been  action 
taken  lately. 

Q.  Oh,  yes;  but  I  mean  prior  to,  say,  June  1st,  1905?  A.  No, 
sir;  I  don't  think  that  there  has. 

Q.  Never  has  been  taken?  A.  The  salary  committee — this  is, 
of  course,  as  I  am  told,  was  appointed  nearly  twenty  years  ago  by 
the  finance  committee.    I  think  that  was  before  my  time. 

Q.  Did  you  bring  Avith  you  a  statement  of  the  bank  balances  at 
the  present  time?    A.  Yes,  sir. 

ME.  HUGHES:     I  offer  it  in  evidence. 
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THE  WITNESS:  That  was  as  of  yesterday,  Mr.  Hughes.  That 
Avas  a  copy  of  the  one  presented  to  the  finance  committee  yester- 
day. 

Paper  marked  Exhibit  No.  909,  and  read  in  evidence  by  Mr. 
Hiighes. 

Q.  You  apparently  have  round  amounts  in  a  number  of  trust 
companies?    A.  Yes,  sir. 

Q.  Those  are  deposits  that  are  not  drawn  upon?  A.  Inactive 
accounts. 

Q.  Has  there  been  any  change  in  the  rate  of  interest  upon  those 
inactive  accounts  of  late?  A.  I  think  there  was  a  rise  of  a  half 
per  cent,  on  several  of  them  about  possibly  a  month  or  two  ago — I 
cannot  carry  the  dates. 

Q.  What  are  the  rates  of  interest  so  far  as  you  can  recall  them 
on  those  accounts  at  present?  A.  The  Bank  of  Commerce,  I  think, 
pays  2  per  cent.,  the  First  National  Bank — I  don't  know,  I  doubt- 
if  they  pay — that  is  an  accoimt  where  all  the  small  payments  arc 
made;  it  is  a  very  active  account,  and  gives  a  great  deal  of  work — 
I  am  not  sure,  but  I  think  so — the  Merchants'  Exchange  is  a  small 
account,  and  they  mostly  have  the  salary  account.  The  American 
Exchange  used  to  be  their  active  account  until  they  acqiiired  an 
interest  in  the  Bank  of  Commerce,  which  is  their  main  account  at 
present.  The  Guaranty  Trust,  I  think,  pays  2-|;  I  think  their  de- 
posit is  $250,000,  and  I  think  they  pay  2^. 

Q.  Have  you  reduced  the  amount  kept  on  deposit  with  the 
Guaranty  Trust  Company  ?  A.  They  have  all  been  reduced ;  I  am 
not  so  sure  about  the  Bank  of  Commerce,  but  the  others  have. 

Q.  The  Guaranty  Trust  Company  now  has  a  deposit  in  an  inac- 
tive account  of  $250,000,  at  what  rate  of  interest?    A.  I  think  2i. 

Q.  And  formerly  it  was  what?  A.  One  time  it  was  2,  and 
afterwards  2^. 

Q.  The  United  States  Security  &  Trust  Company  now  has 
$250,000.    Eormerly  it  was  what?    A.  I  don't  know,  sir. 

Q.  What  is  its  present  rate  of  interest?  A.  I  presume  it  is 
the  same ;  I  do  not  suppose  any  difieront ;  T  don't  know  anything 
about  it. 

Q,  As  it  was  formerly?  A.  I  presume  it  is  the  same  as  the 
other  companies. 

Q.  With  the  Central  Trust  Company  you  have  a  bank  balance 
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now  of  $250,000  —  what  is  the  rate  of  interest  on  that  ?  A.  I  can 
only  answer  you,  I  think  they  are  all  alike. 

Q.  And  what  is  that?     A.  2^  now. 

Q.  2i  per  cent?    A.  And  2  at  one  time. 

Q.  That  is  prior  to  a  month  or  six  weeks  ago  ?  A.  Perhaps 
two  months  ago.  May  I  state  in  connection  with  the  Central 
Trust  that  the  life  company  is  a  large  holder  in  the  Central  Trust. 

Q.  Tour  bank  balances  as  of  December  27,  1905 — that  is, 
your  total  of  bank  balances,  appears  to  be  $7,662,382. T7,  of  which 
$3,543,963.55  is  with  the  ITational  Bank  of  Commerce  ?  A.  Yes, 
sir. 

Q.  Are  those  balances  insufiScient  according  to  your  judgment  ? 
A.  T  think  they  are. 

Q.  What  makes  you  think  so  ?  A.  Well,  sir,  I  am  not  posing 
as  an  expert,  but  I  think  with  four  hundred  and  fifty  million 
dollars  of  capital  that  a  larger  amount  of  cash  should  be  kept  on 
hand,  considering  the  number  of  accounts  that  are  required. 

Q.  How  long  have  you  had  a  cash  balance  of  about  seven  mil- 
lion? A.  Well  the  balances  were  reduced  possibly  some  time 
ago,  and  finally  a  further  reduction  of  say  a  month  ago. 

Q.  Was  that  on  the  action  of  the  finance  committee?  A.  It 
was. 

Q.  Did  you  oppose  it  ?  A.  I  said  I  thought  we  were  going  too 
far. 

Q.  You  acquiesced  in  the  sentiment  of  the  majority?  A.  Yes, 
sir. 

Q.  Have  you  experienced  any  inconvenience  in  the  transac- 
tion of  your  business  with  the  bank  balance  of  seven  million 
dollars?    A.  Personally,  no. 

Q.  I  do  not  mean  personally,  I  mean  the  Mutual  Life?  A.  I 
don't  know  that  they  have,  sir. 

Q.  You  have  not  heard  of  anything  of  the  sort?  A.  ]S"o,  sir, 
I  have  not. 

Q.  Why  shouldn't  seven  m.illion  dollars  free  money  be  enough 
to  provide  for  such  payments  as  you  have  to  make?  A.  Shall 
I  give  my  reasons?  We  have  very  large  transactions  at  times 
and  are  offered  large  blocks  of  securities,  and  when  we  make  large 
mortgage  loans  we  get  a  better  rate  on  mortgages  of  a  million 
or  a  million  and  a  half  than  most  people  do  on  small  mortgag(;s 
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of  $10,000  or  $20,000,  and  we  are  liable  to  be  called  on  for  large 
amounts  of  money  without  notice  or  within  a  day's  notice,  and  it 
seems  to  me,  in  the  magnitude  of  the  business,  that  ten  million 
dollars  would  be  a  very  moderate  sum. 

Q.  I  am,  of  course  referring  to  your  average  balance  after 
you  have  made  all  your  investments — the  amount  you  carry  on 
the  average  uninvested?     A.  We  make  investments  day  by  day. 

Q.  You  think  ten  million  dollars  would  be  adequate?  A.  I 
think  that  should  be  as  little  as  proper. 

BY  THE  CHAIEMAN: 

Q.  You  get  receipts  day  by  day,  too,  of  course?  A.  Those 
come  in  pretty  regularly,  you  know — the  agency  returns  are  pret- 
ty regular. 

Q.  I  was  only  emphasizing  Mr.  Hughes'  point,  which  seems 
to  escape  you,  that  seven  million  dollars  represents  a  free  bal- 
ance after  loans  were  made  and  investments  made.  A.  Well, 
but  we  are  offered  large  blocks  of  securities  which  it  is  is  desira- 
ble to  pay  for  practically  immediately  or  within  a  day  or  so. 

BY  ME.  HUGHES: 

Q.  That  has  been  the  practice  for  years,  and  you  have  done 
that  and  still  kept  on  hand  sixteen  or  seventeen  million  dollars? 
A.  I  think  when  we  have  had  it  and  paid  out  for  securities,  then 
we  have  called  in  money  to  make  the  balance  up  to  what  it  was 
before. 

Q.  Taking  advantage  of  all  the  offerings  you  have  had  of  largp 
blocks  and  of  investment  of  large  sums  in  mortgages,  you  have 
hitherto  carried  something  like  sixteen  or  seventeen  million  dollars 
of  free  money?     A.  I  think  so. 

Q.  At  very  low  rates  of  interest?  Isn't  it  a  decided  gain  to 
your  company  to  have  about  ten  millions  of  that  invested?  A. 
The  majority  thought  so.     You  asked  me  my  opinion. 

MK.  HUGHES :  That  is  all  right.  I  am  glad  to  have  your 
statement. 
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RICHAED  WIGHTMAN,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Wightman,  you  reside  in  the  City  of  N'ew  York  ?  A.I 
reside  in  Mount  Vernon. 

Q.  You  are  connected  with  the  Life  Insurance  Club  of  'Sew 
York  ?     A.  Yes,  sir. 

Q.  In  what  capacity?     A.  President. 

Q.  Is  that  a  corporation?  A.  It  is  an  old  line  life  insurance 
conipan_>  incorporated  under  the  laws  of  this  State. 

Q.  When  was  it  incorporated?     A.  In  November  of  last  year. 

Q.   1904?     A.  Yes,  sir. 

Q.  Have  you  a  copy  of  your  certificate  of  incorporation?  A. 
Yes,  in  the  minutes  of  our  meetings,  not  a  printed  copy. 

Q.  You  are  organized  under  subdivision  1  of  Section  70  as 
for  the  purposes  stated  in  subdivision  1  of  Section  70  in  the  In- 
surance Law?     A.  Yes,  sir. 

Q.  You  are  a  stock  company  with  what  capital  stock?     A. 
One  hundred  thousand  dollars. 

Q.  And  has  it  been  paid  in  in  cash  ?     A.  Yes,  sir. 

MR.  HUGHES:  I  will  read  in  evidence  from  Article  10  of 
the  charter,  the  following: 

"  Section  1.  The  officers  of  the  corporation,  within  thirty  days 
prior  to  the  second  Wednesday  of  January  in  each  year,  shall 
cause  an  estimate  to  be  made  of  the  profit  and  true  state  of  the 
affairs  of  the  corporation  as  near  as  may  be  for  the  preceding 
calendar  year,  which  estimate  shall  be  conclusive  upon  all  per- 
sons entitled  then  or  thereafter  to  share  in  any  distribution  of 
surplus. 

"  Sec.  2.  The  Board  of  Trustees  may  at  any  time  declare  a 
dividend  out  of  the  surplus  earnings  in  favor  of  the  policyholders. 
Such  dividend  to  be  applied  as  may  be  provided  in  the  corpora- 
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tioii's  contract  of  insurance,  or  in  the  absence  of  any  provisions 
therein,  to  the  purchase  of  reversionary  insurance  with  tire  cor- 
poration payable  with  the  policy,  or  to  the  purchase  of  annuity 
to  be  applied  in  reduction  of  future  premiums,  or  to  such  other 
purposes  as  the  board  may,  in  its  discretion,  determine  to  be  best 
for  the  interests  of  the  policyholders  and  of  the  corporation. 
The  declaration  of  any  dividend  to  policyholders,  the  amount 
fhereof,  the  manner  and  time  of  distribution  and  the  class  n- 
3lasses  of  policyholders  to  whom  distributable,  shall  be  in  the 
absolute  discretion  of  the  Board  of  Trustees,  and  the  policy- 
holders shall  not  have,  or  be  given  any  interest  whatsoever  in 
the  surplus  profits  or  accumulations  of  the  corporations  unless 
and  until  a  dividend  shall  have  been  declared  out  of  the  same  in 
their  favor  and  then  only  to  that  extent. 

"  Sec.  3.  The  stockholders  of  the  corporation  may  receive  in 
iividends  on  the  stock  held  by  them  such  dividends  to  be  in  such 
amounts  and  to  be  paid  at  the  time  and  in  the  manner  desig- 
aated  by  the  trustees  of  the  corporation  in  their  discretion.  The 
aet  earnings  and  receipts  of  the  corporations  over  and  above  any 
Iividends  to  stockholders  and  to  policyholders  shall  be  ac- 
jumulated." 

Q.  Were  you  connected  with  the  life  insurance  business  before 
:lie  formation  of  the  Life  Insurance  Club  of  New  York?  A.  1 
ivas. 

Q.  With  what  companies  had  you  been  connected?  A.  With 
[he  New  York  Life  Insurance  Company,  for  about  three  years. 

Q.  With  what  other  company  ?  A.  The  Reliance  Life  of  Pitts- 
Durg. 

Q.  When  were  you  connected  with  the  Reliance  Life  of  Pitts- 
:>urg?     A.  From  June,  1903,  until  November,  1904. 

Q.  Were  yon  previously  connected  with  the  New  York  Life? 
^..  I  was. 

Q.  For  how  many  years?     A.  Approximately  three  years. 

Q.   From  1900  to  1903  ?    A.  Yes,  sir. 

Q.  Where  did  you  operate?  A.  My  principal  ofiice  was  at 
5  East  Forty-second  Street  in  this  city. 
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Q.  And  what  territory  did  you  have?  A.  I  secured  business 
in  the  United  States  and  Canada. 

Q.  How  did  you  secure  it?  A.  By  advertising  in  magazines 
and  periodicals. 

Q.  Did  you  secure  business  through  sub-agents  ?    A.  I  did  not. 

Q.  Did  you  conceive  the  notion  that  you  could  get  business 
by  advertising  without  the  intervention  of  sub-agents?    A.  I  did. 

Q.  How  long  did  you  try  that  with  the  New  York  Life?  A. 
My  plan  was  submitted  to  the  company  in  December,  1904,  and 
was  carefully  considered  at  the  home  office,  my  arrangements 
being  made  with  Vice-President  Perkins  and  Mr.  Kingsley  and 
Mr.  Buckner  and  the  Actuary  of  the  company.  The  ckib  at  that 
time  was  to  be  called  the  Outlook  Life  Insurance  Club,  and  my 
advertising  at  the  start  was  solely  in  the  magazine  known  as  the 
Outlook.  The  idea  being  to  procure  from  advertising  in  that 
periodical  applicants  for  life  insurance  who  should  be  a  member 
of  this  club  for  policies  in  the  New  York  Life  Insurance  Com- 
pany and  be  permitted  to  deposit  their  premiimis  in  monthly  in- 
stalments, and  that  work  progressed  until  for  about  three 
months  in  1903,  when  my  contract  was  terminated  by  the  New 
York  Life  Insurance  Company. 

Q.  Upon  what  ground  was  it  terminated?  A.  Do  you  wish 
my  opinion  as  to  the  groimds,  Mr.  Hughes? 

Q.  Such  statement  as  you  can  properly  make,  yes. 


THE  CHAIEMAN:  We  prefer  the  facts,  Mr.  Witness. 

Q.  We  don't  want  anything  in  the  nature  of  conjecture,  we 
want  to  know  what  the  facts  are.  A.  Well,  I  know  no  reason 
under  the  contract,  under  the  terms  of  the  contract  there  was 
no  reason  for  termination. 

Q.  Had  your  business  been  successful  in  getting  policy- 
holders to  take  policies  or  in  getting  persons  to  take  policies 
through  advertising?  A.  It  was  the  original  belief  of  the  com- 
pany that  no  business  could  be  obtained  in  this  way  and  con- 
viction was  my  original  capital.  That  conviction  was  exploited 
in  this  way,  and  I  became  the  largest  producer  of  business  from 
the  standpoint  of  number  of  policies  in  the  employ  of  the  New 
York  Life  Insurance  Company  or  any  other  company. 
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Q.  How  do  you  mean  from  the  standpoint  of  number  of  pol- 
icies? A.  I  mean  that  not  from  the  standpoint  of  volume  in 
that  time,  but  from  the  number  of  policyholders  secured  I  pro- 
duced more  business  under  my  contract  than  any  other  agent, 
and  the  policies  averaged  about  $1,200. 

Q.  What  was  the  volume  of  the  business  that  you  obtained? 
A.  At  the  rate  of  a  million  and  a  half  a  year  from  two  periodicals 
for  those  three  months. 

Q.  Well,  you  mean,  then,  that  you  got  during  those  threfe 
months  a  quarter  of  a  million  and  a  half  a  year  ?     A.  Yes. 

Q.  Were  you  operating  more  than  three  months  under  that 
plan?  A.  About  three  months  with  the  New  York  Life.  After 
the  termination  of  the  contract  there  was  some  business  which 
came  as  the  result  of  the  advertising  which  had  been  done,  and 
it  is  impossible  to  stop  this  kind  of  work  in  a  month-  — a  can- 
vasser works  and  the  work  that  he  has  done  in  that  way,  that 
work  is  being  done  yet  in  the  sense  that  inquiries  are  coming  and 
being  answered  and  policies  being  written  on  the  original  adver- 
tising three  years  ago. 

Q.  That  work  cut  into  the  work  of  other  agents,  didn't  it? 
A.  I  believe  the  New  York  Life  received  some  complaints  from 
the  field  men  that  I  was  getting  business  away  from  them. 

Q.  What  was  the  average  of  the  policies,  I  mean  in  amount? 
A.  Those  policies  averaged  $1,200  each  with  average  annual  pre- 
miums of  $53  a  thousand. 

Q.  After  you  left  the  New  York  Life  did  you  carry  on  the 
same  system  with  the  Reliance?    A.  I  did. 

Q.  For  how  long — did  you  say  a  year?  A.  Not  actively  for 
a  year.  I  was  with  them  for  that  time;  they  were  not  ready  for 
my  ]jlan  for  several  months  after  my  contract  had  been  made. 

Q.  Did  you  pursue  the  same  method  of  advertising  and  get- 
ting along  without  sub-agents?    A.  I  did. 

Q.  In  what  territory  did  you  work  through  the  Unii.ed  States 
— through  the  United  States  and  Canada?    A.  Yes,  sir. 

Q.  In  what  magazines  did  you  advertise?  A.  I  advertised  in 
Scribner's,  The  Outlook,  Cosmopolitan,  Frank  Leslie's,  Christian 
Herald,  Ladies'  Home  Journal,  Saturday  Evening  Post,  Youths' 
Companion,  Delineator  and  others. 

Q.  How  did  your  business  thrive  during  that  period  when  you 


Testimony  &f  Richard  Wigtitman.  46T8 


were  with  the  Eeliauce?  A-  The  inquiries  were  as  numerous  as 
in  the  other  eases,  and  the  business  was  somewhat  less  in  volume 
per  100  letters  received. 

Q.  How  did  it  stand  in  the  number  of  policies  which  you  were 
able  to  place  with  the, Reliance?  A.  I  wrx)lte  practically  twice  as 
many  with  the  Efiliance  as  with  the  New  York  Life. 

Q.  For  the  same  period?    A.  Yes,  of  active  work. 

Q.  Then  you  were  about  three  months  at  active  work?  A. 
Well,  perhaps  four  or  five. 

Q.  Was  your  contract  terminated  with  the  Reliance?  A.  No, 
sir,  it  was  not. 

Q.  What  led  you  to  leave  the  Reliance?  A.  I  resigned  in  No- 
vember of  1904  to  perfect  the  organization  of  my  present  com- 
pany, which  seemed  demanded  for  the  proper  development  of  this 
important  idea  which  I  had  evolved. 

Q.  Then  your  present  company,  the  Life  Insurance  Club,  was 
organized  to  get  business  without  agents  ?    A.  Yes,  sir. 

Q.  Have  you  got  any  agents — ^I  mean  has  your  company  in  its 
employ  any  agents?    A.  None. 

THE  CHAIRMAN:  Has  the  witness  stated  what  his  com- 
pensation was  from  the  New  York  Life  and  Reliance? 

Q.  No.  What  was  your  compensation  from  the  New  York 
Life?  A.  I  had  a  commission  contract  with  the  New  York  Life, 
involving  55  per  cent,  for  the  first  year  on  $1,000  policies  and 
60  per  cent,  on  $2,000  policies  and  nine  renewals  of  7  per  cent. 
per  annum,  providing  the  value  of  my  busaaiess  equalled  or  ex- 
ceeded a  million  dollars  in  the  twelve  momths  succeeding  the  date 
of  the  contsaot,  and  my  coiminission  earnings  gross  during  that 
time  I  was  with  the  New  York  Life  approximated  $7,000  a  month, 
out  of  which  I  paid  my  expenses. 

Q.  Did  you  pay  the  advertising  that  you  refpirecj  to?  A-  I  did. 
I  received  advances  under  my  contract  from  the  company  which 
were  charged  to  my  account. 

Q.  And  letf't  you  net  the  eommissions.  you  have  stated?  A.  No, 
sir-  those  are  gross,  but  I  can  make  a  statement  as  to  my  expeases. 

Q.  What  were  your  expenses  for  advertising?     A.  The  total 
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expenses,  Mr.  Hughes,  for  the  writing  of  a  policy  with  the  New 
York  Life  under  my  publicity  plan,  including  advertising  and 
office  expenses,  regardless  of  the  size  of  the  policy,  was  $15. 

BY  THE  CHAIEMAF: ' 

Q.  Per  policy  ?  A.  Per  policy.  'Now,  my  commissions  the  first 
year  and  subsequent  years  under  that  contract  aggregated  $65 
per  thousand,  for  the  policies  I  wrote  averaged  in  the  premiums 
$53 ;  in  other  words,  it  cost  me  $15  to  produce  a  policy  for  which 
the  New  York  Life  was  willing  to  give  me  the  first  year  and  sub- 
sequent commissions  $65. 


BY  ME.  HUGHES: 

Q.  You  mean  computing  your  subsequent  commissions  ?  A.  Yes, 
sir. 

Q.  And  treating  them  as  first  year  expenses  it  would  have  ag- 
gregated about  $65  ?  A.  About  that,  yes,  sir.  Now,  of  course,  in 
the  event  of  my  writing  a  five  thousand  dollar  policy,  which  was 
frequent,  my  total  commissions  the  first  year  and  renewals  amount- 
ed to  something  like  $375,  and  my  cost  of  production  was  only  the 
original  $15. 

BY  ME.  COX: 

Q.  What  reason  did  they  assign  for  cancelling  your  contract? 
A.  The  alleged  reason  was  violation,  but  the  violations  have  never 
been  stated  to  me,  and  its  demonstration  is  pending  in  the  courts 
of  Westchester  Counly. 

BY  ME.  HUGHES: 

Q.  What  was  your  compensjation  with  the  Eeliance?  A.  I  be- 
lieve my  first  year's  commission  was  60  per  cent,  and  subsequent 
renewals  approximately  as  great  as  those  of  the  New  York  Life. 
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Q.JWhat  did  it  cost  you  per  policy  under  your  method  of  doing 
business  ?    A.  In  wHch  case,  Mr.  Hughes  ? 

Q.  With  the  Keliance?  A.  I  cannot  say.  There  were  other 
matters  which  entered  into  that  which  made  the  cost  of  production 
somewhat  larger,  notably  the  prevention  of  the  appearance  of  my 
advertisement  in  the  leading  magazines. 

Q.  Were  you  cut  out  of  any  of  the  magazines  ?    A.  I  was. 

Q.  Were  you  refused  advertisements  ?    A.  I  was. 

Q.  What  reason  was  assigned  for  that  ?  A.  My  advertising  for 
the  Reliance  campaign  began  in  K'ovember  of  last  year  —  of  year 
before  last,  1903,  and  I  selected  rather  a  large  and^  representati^'o 
list  of  magazines,  and  my  copy  appeared,  full  page  copy.  The 
Equitable,  Mutual  and  Prudential,  the  advertising  companies, 
formed  a  combination  to  prevent  the  appearance  of  my  advertising. 

Q.  Do  you  know  that  ?  A.  I  know  it  from 'the  statements  of  not 
less  than  fifteen  publishers  of  magazines,  and  I  have  also  been 
told  by  the  advertising  managers  of  one  of  those  companies  that 
they  intended  to  prevent  my  business  if  they  could. 

Q.  WeU,  what  led  you  to  conceive  the  idea  of  incorporating  in 
the  face  of  such  opposition?  A.  The  final  reason  given  by  the 
three  advertising  companies  for  the  reasonableness  of  the  non- 
appearance of  my  copy  was  the  fact  that  the  club  advertising  did 
not  contain  the  names  of  the  insurance  companies  which  issued  the 
policies. 

Q.  Did  they  claim  the  advertisements  were  deceptive  ?  A.  They 
said  so,  yes,  sir ;  they  were  not  deceptive  and  were  agreeahle  to  the 
companies  which  took  the  policies  and  formerly  O.  K.'d  them  in 
writing,  and  were  absolutely  truthful  in  their  statements. 

Q.  Then,  in  November  last,  you  formed  the  Life  Insurance 
Club  ?  A.  Mr.  Hughes,  in  regard  to  the  prevention  of  the  appear- 
ance of  the  advertising,  I  ought  to  say  this,  that  those  three  com- 
panies issued  mandatory  orders  to  all  the  magazines  that  if  they 
took  jny  copy  they  could  not  have  theirs. 

Q.  How  do  you  know  that  ?  A.  I  have  seen  the  orders.  The 
Saturday  Evening  Post,  for  instance,  was,  according  to  the  state- 
ment of  its  advertising  manager,  approached  by  the  three  com- 
panies I  have  mentioned,  who  said  that  if  they  would  omit  my 
copy  for  the  year  1904  they  would  take  an  advertisement  in  each 
of  the  fifty  two  issues  of  the  year.    Mr.  Spalding  said,  our  paper 
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is  not  owned  by  the  insurance  companies  and  although  Mr.  Wight- 
man  has  submitted  but  one  advertisement  we  don't  know  how 
many  more  he  will  submit ;  we  will  take  his  copy  and  leave  yours 
out;  and  that  sacrifice  amounted  to  at  least  twenty-five  thousand 
dollars  in  the  case  of  the  Saturday  Evening  Post. 

Q.  Did  they  leave  that  out  ?    A.  They  did. 

Q.  And  yours  went  in  ?    A.  It  did. 

Q.  At  the  time  of  the  formation  of  your  Life  Insurance  Club 
of  New  York,  did  you  form  any  ancillary  company  ?  A.  The  life 
insurance  company. 

Q.  Any  company  to  take  care  of  expenses  or  to  act  in  con- 
nection with  the  Life  Insurance  Club  ?  A.'  An  auxiliary  organi- 
zation was  formed  to  facilitate  the  organization  of  the  insurance 
company  proper. 

Q.  What  is  that  organization?  A.  It  consiats  of  a  partner- 
ship arrangement  between  one  individual  and  myself,'  and  is  duly 
registered  in  the  County  Clerk's  oifice  in  this  city. 

Q.  A  corporation  ?  A.  Not  incorporated,  no,  sir ;  merely  regis- 
tered. 

Q.  And  did  that  partnership  take  any  of  the  stoclc  of  the  Life 
Insurance  Company  ?    A.  Yes,  sir. 

Q.  Does  it  control  the  Life  Insurance  Club?  A.  Yes,  sir,  in 
the  sense  of  holding  stock  at  the  present  time,  a  majority  interest. 

Q.  Has  it  a  contract  with  the  Life  Insurance  Company?  A. 
It  has. 

Q.  Have  you  a  copy  of  that  here  ?  A.  I  think  I  have ;  it  is  in 
these  minutes. 

Q.  Go  on,  Mr.  Wightman.  A.  You  asked  me  why  I  had  the 
temerity  to  begin  the  organization  of  another  company  when  the 
opposition  was  so  strenuous.  I  was  forced  to  organize  this  com- 
pany by  the  opposition  of  these  other  companies,  which  forbade 
the  appearance  of  my  copy  without  the  name  of  the  company  be- 
ing mentioned-.  They  said  if  the  name  of  the  company  that  is- 
sued these  policies  was  named  in  the  advertising  they  would  with- 
draw the  opposition,  and  I  told  them  I  wotild  be  glad  to  state 
in  the  advertising  that  the  company  which  had  been  selected  to 
issue  these  policies  was  neither  the  Equitable  nor  the  Prudential, 
and  that  did  not  satisfy  them,  and  I  met  their  last  objection  by 
the  incorporation  with  the  name  of  the  company  in  its  present 
form.  -- 
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Q.  Why  didn't  you  state  that  it  was  the  Reliance?  A.  Be- 
cause there  is  a  power  in  the  club  idea  in  thij  matter  of  life 
insurance,  and  I  did  not  wish  to  saerifice  my  advertising  assets. 
Furthermore,  the  standard  of  life  insurance  advertising  has  not 
been  very  high  and  I  did  not  care  to  reduce  my  copy  to  the  level 
of  ordinary  insurance  advertising  copy. 

Q.  There  was  no  capital,  in  keeping  the  fact  secret  that  you 
intended  to  place  the  policies  with  the  Eeliance  Company?  A. 
The  money  that  was  expended  in  the  work  was  my  own  money, 
that  is  to  say  no  capital  was  furnished  me  other  than  my  com- 
mission arrangement,  by  anybody,  and  I  hold  my  club  idea — 
hold  my  club  as  an  interest  apart,  no  matter  where  it  may  place 
its  business. 

Q.  Were  you  under  contract  to  place  it  with  the  Reliance?  A. 
Well,  yes,  but  I  did  not  care  to  spend  what  was  to  be  my  money 
out  of  my  commission  arrangement  in  advertising  any  life  insur- 
afice  company,  as  witness  the  case  of  the  New  York  Life. 

Q.  You  mean  you  desired  to  perpetuate  your  good  will  in  your 
relations  with  the  Reliance  Society?     A.  Yes,  sir. 

Q.  Have  you  got  the  contract  with  the  other  company?  It  is 
in  the  form  of  proposition  and  acceptance?     A.  Yes. 

Q.  Wliat  is  the  name  of  the  partnership?  A.  Life  Insurance 
Club  of  New  York  Auxiliary. 


MR.  HUGHES:  I  read  from  the" minutes  the  following  prop- 
osition, dated  New  York,  December  28th,  1904: 

To  the  Life  Insurance  Club  of  New  York,  and  Its  Incorporators: 

Gentlemen. — ^We  are  informed  that  thei  books  of  the  company 
are  open  for  subscriptions  to  stock  and  we  offer  to  subscribe  for 
nine  hundred  and  forty-seven  shares  of  the  stock  at  par.  In  case 
our  subscription  is  accepted,  we  beg  to  say  that  in  fitrtherance 
of  the  policy  of  the  incorporators  to  distribute  the  stock  of  the 
company  as  quietly  as  possibler  and  kmong  as  many  individuals 
as  possible,  we  will  endeayor  to  sell  this  stock  and  to  distribute 
it  in  this  manner  for  at  least  three  hundred  per  cent,  of  par,  and 
we  will  in  case  of  success,  after  meeting  the  entire  amount  of  our 
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said  subscription  pay  to  the  incorporators,  or  to  the  corporation 
an  amount  equal  to  the  remainder  of  the  proceeds  received  by  us 
from  the  sale  of  this  company  to  two  hundred  per  cent,  of  par; 
the  sum  so  paid  to  the  company  to  go  to  its  surplus  fund;  pro- 
vided, however,  that  the  company  will  out  of  sums  so  paid  into  its 
surplus  fund  repay  to  us,  the  reasonable  cost  of  that  affecting  the 
sale  and  distribution  of  the  sale  of  stock  and  will  permit  us  to  have 
the  temporary  use  of  part  of  its  office  and  its  facilities  when  not 
otherwise  in  use.  When  this  transaction  is  closed  we  will  assign 
and  turn  over  to  the  company  without  further  consideration  all 
rights  which  we  may  have  to  the  use  of  the  name,  Life  Insurance 
Club  of  ^ew  York  Auxiliary.  We  have  been  receiving  through 
the, mails  applications  for  and  inquiries  in  regard  to  life  insurance 
in  considerable  numbers.  These,  of  course,  we  have  not  been  able 
to  consider.  If  our  proposition  is  accepted  we  will  also  turn  these 
over  to  the  company  without  further  charge  as  soon  as  it  is  in  a 
position  to  consider  them, 

Kespectfully, 

(Signed)  KIOHARD  WIGHTMAN, 

WILLIAM  K.  MALONE. 


That  appears  to  have  beSh  followed  by  a  further  proposition 
under  date  of  December  28th,  1904,  as  follows: 


To  the  Life  Insurance  Club,  of  New  York,  and  Its  Incorporators. 

Gentlemen :  —  We  have  secured  requests  from  various  individ- 
uals in  various  parts  of  the  country  for  reservations  of  stock  of 
this  company,  aggregating  four  hundred  and  ninety-seven  shares 
at  300  per  cent,  of  the  par  value  thereof.  We  have  expended  iii 
its  behalf  considerable  money,  and  consumed  a  great  deal  of  tiiie. 
We  regard  the  distribution  of  the  stock  among  these  various  sub-' 
scribers  as  much  to  the  advantage  of  the  company  and  the  large 
rate,  namely  three  hundred  per  cent.,  at  which  the  reservations 
are  made  is  particularly  fortunate.  We  are  in  a  position  to  sub- 
scribe for  four  hundred  and  ninety-seven  shares  ol  the  stock  of 
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the  company  at  three  hundred  per  cent,  of  par,  with  the  view  o£ 
honoring  these  reservations,  but  we  feel  that  the  large  expense 
we  have  incurred  in  securing  these  reservations  and  the  time  and 
labor  devoted  to  that  end  should  be  in  some  degree  made  good  to 
us,  as  the  condition  of  our  subscription  for  the  stock  in  question. 
Accordingly,  we  oflFer  to  subscribe  for  four  hundred  and  ninety- 
seven  shares  of  the  stock  of  the  company  at  three  hundred  per  cent, 
of  par,  provided  the  company  will  pay  to  us  from  its  surplus  the 
sum  of  fifteen  hundred  dollars  to  partly  reimburse  us  for  labor 
and  expenses  in  connection  Avith  securing  the  reservations  above 
referred  to. 

Respectfully, 

EICHAED  WIGHTMAN, 
WILLIAM  R.  MALOiTE. 


Q.  Those  propositions  were  accepted?     A.  They  were. 

Q.  What  is  the  present  amount  of  the  capital  and  the  surplus 
of  the  Life  Insurance  Club  of  New  York?  A.  They  have  one 
hundred  thousand  dollars  with  the  Superintendent  of  Insurance 
at  Albany,  and  approximately  thirteen  thousand  dollars  on  deposit 
with  the  Knickerbocker  Trust  Company. 

Q.  You  have  not  made  an  annual  statement?     A.  No,  sir. 

Q.  What  are  the  liabilities  of  the  Life  Insurance  Club  of  New 
York?  A.  The  Life  Insurance  Club  of  New  York,  has  no  lia- 
bilities at  all  except  its  liabilities  on  policies  it  has  issued. 

Q.  Has  it  any  death  claims?     A.  None  as  yet. 

Q.  What  is  the  amount  of  insurance  in  force?  A.  I  would 
like  to  prefeice  my  answer  to  that  question  by  this  statement. 
That  our  first  advertising  appears  in  the  magazines  of  this  year, 
last  month,  and  we  have  in  force  at  the  present  time  205  policies, 
aggregating  $340,000,  and  approximately  an  equal  number  in  the 
Mill,  in  transit  across  the  country,  and  in  process  of  examination. 

Q.  What  amount  have  you  expended  for  advertising?  A.  The 
Life  Insurance  Club  of  New  York  has  spent  nothing. 

Q.  The  advertising  expenses  are  met  by  the  auxiliary?  A. 
Met  entirely  by  the  auxiliary. 

Q.  What  has  been  the  expense  of  the  auxiliary  organization? 
A.  In  regard  to  advertising? 
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Q.  In  regard  to  adVertieiug?  Well,  you  had  better  state  the 
full  facts  in  regwd  to  il.  I  aAe^  ion  advertisings  but  should  be 
glad  to  have  any  other  facts  that  are  pertinent?  A.  We 'have 
expended  five  thousand  dolJars  ifl  advertising  up  to  the, present 
time,,  not  all  of  the  rteS'ults  of  which  have  reached  cmr  office. 

Q.  That  is,  beginning  at  what  time?  A.  Beginning  at  No- 
vember in  the  magaziufes.  There  were  some  small  ads.  appeared 
earlier,  but  nothing  of  afly  monlent.  We  hare  received  two  ttiou- 
sand  inquiries  in  answer  to  tins  expenditure  of  advertisiilgj  which 
means  a  cost  of  $2.5(J  per  inquiryy  and  we  are  exarttining  twenty 
per  cent,  of  all  the  people  who  inquired  for  life  insui'ance,  and 
delivering  practically  all  the  policies  that  are  issued,  and  have 
had,  of  course,  no  lapses. 

Q.  Who  are  the  Officers  of  the  Life  Insurance  Club?  A.  Of 
New  York? 

Q.  Yes.  A.  I  am  the  president.  Mr.  Malone  is  vice-president 
and  secretary.  Mr.  T.  Harvey  Smith  is  treasurer.  Miles  M. 
Dawson,  actuary;  Wendell  C.  I'iillipg,  medical  director. 

Q.  What  is  the  amount  of  salary  paid  by  the  Lif6  Insurance 
Club  of  New  York,  or  in  any  w'^y  givfen  to  the  officers?  Mr. 
Dawson  Suggests  he  is  60ristilting  actuary.     A.  That  is  true. 

Q.  What  is  the  amount  of  salal-y  paid  or  payable  by  the  Life 
Insurance  Club  of  New  York?  A.  We  pay  nO  salaries  tO  any- 
body. 

Q.  Then  none  of  the  officers  of  the  Life  Insurance  Club  are' 
uiider  salary  ?  A.  Not  tinder  salary  of  the  Life  Insurance  Club 
of  New  York. 

Q.  Are  the  salaries  paid  by  the  Life  Insurance  Olub  of  New 
York  auxiliary  ?  A.  We  have  —  I  haV^  no  salary.  Mr.  Malbne 
has  no  salary.  Our  Other  officers  are  paid  nominal  sums  until 
the  surplus  of  the  company  is  adequate  to  properly  cotflpensate 
us  all  for  service  rendered.  Do  you  wish  those  sums  ?  They  are 
not  spectacular. 

Q.  What  is  your  compensation  through  a  commission?  A. 
I  have  financed  myself  for  the  last  year  in  Various  "ways,  after 
resigning  my  income  in  cdnnectlon  ^th  the  other  Company. 

Q.  Do  you  receive,  or  have  yoti  any  contract  under  which  you 
are  to  receive  any  moneys  from  either  the  Life  Insurance  Club 
of  New  York  or  the  Life  Ifistirance  Club  of  New  York  auiiliaf y  ? 
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A.  One  of  the  functions  of  the  auxiliary  organization  is  to  pi-e- 
vent the  incurrence  of  obligation  on  the  part  of  the  incorporated 
company  for  a  particular  time — for  a  proper  time,  and  the  other 
is  to  properly  distribute  its  stock,  which  is  being  done,  and  our 
stock  is  now  selling  at  400  per  cent,  of  par. 

Q.  How  many  shares  have  you  disposed  of  in  the  Life  Insur- 
ance Club  of  New  York?    A.  Approximately  three  thousand. 

Q.  Out  of  ten  thousand?    A.  Yes,  sir. 

Q.  What  has  been  the  average  price  ?  A.  None  has  been  sold 
under  thirty. 

Q.  Under  300,  do  you  mean?  A.  "Wfell,  the  par  value  is  ten 
dollars;  467  shares  were  sold  at  $30  a  share,  reserved  prior  to  the 
opening  of  the  stock  books,  and  widely  scattered  through  the 
people  v/ho  had  corresponded  with  me  about  life  insurance 
throughout  the  country  previously,  and  probably  two  thousand 
shares  have  been  sold  at  33  and  35  dollars,  more  than  that  —  I 
should  say  3,500  shares.  And  there  have  been  some  sold  at  forty, 
probably  not  a  thousand. 

Q.  Do  you  arrange  to  sell  the  stock  with  the  policies  to  your 
policyholders  ?  A.  We  give  to  new  policyholders  after  they  have 
become  such,  and  have  paid  two  monthly  instalments — we  accept 
our  premiums  either  monthly,  quarterly,  semi-annually  or  annu- 
ally, at  the  option  of  the  insured,  at  the  time  the  premium  is  due, 
without  any  notice  to  the  company,  he  elects  whether  he  remits 
for  one  month,  three  months,  six  months  or  twelve  months,  and 
after  we  have  received  two  premiums  we  notify  that  policyholder 
that  he  may  have  one  share  of  stock  for  each  thousand  dollars  of 
insurance  he  has  with  us,  and  that  opportunity  is  taken  advantage 
of,  not  by  every  policyholder,  but  by  enough  to  average  one  share 
of  stock  to  each  policyholder. 

Q.  And  that  share  of  stock  is  paid  for  in  addition  to  the 
premiums  upon  the  policies  ?    A.  Yes,  sir. 


BY  THE  CHAIRMAN: 
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Q.  What  rates  do  you  <^er?    A.  Forty  dollars  at  the  preseni 
time. 
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BY  ME.  HUGHES: 

Q.  When  you  started  you  and  your  associates  put  into  tlie  Life 
Insurance  Club  of  New  York  one  hundred  thousand  dollars,  and 
took  the  entire  stock?  A.  Kot  according  to  the  reading  of  the 
minutes,  as  you  read  them.  We  subscribed  for  that  stock  at  par, 
and  there  has  since  been  underwritten  by  our  trustees  enough  to 
enable  us  to  qualify  at  Albany. 

Q.  To  put  up  one  hundred  thousand  dollars  ?  A.  Yes,  to  facili- 
tate our  putting  up  that  amount,  and  the  rest  will  be  distributed  to 
policyholders,  as  stated. 

Q.  Then  out  of  the  amounts  sold  to  policyholders  you  iirst  repay 
yourselves  what  you  have  put  up  at  Albany.  Is  that  the  idea  ?  A. 
Yes,  that  is  the  plan. 

Q.  Then  the  excess  will  be  used  to  provide  a  surplus  for  the 
company?     A.  Yes. 

Q.  Over  and  above  such  sums  as  may  be  needed  for  expenses, 
and  such  as  may  be  allotted  as  compensation  for  services  ?  A.  Yes, 
sir. 

Q.  That  is  about  what  it  comes  to  ?     A.  Yes,  sir. 

0.  How  much  money  have  you  taken  in  all  told  on  the  distri- 
bution of  stock?  A.  Approximately  one  hundred  thousand  dol- 
lars. 

Q.  And  you  have  got  up  $113,000  in  the  deposit  at  Albany,  and 
in  the  bank  balance  ?     A.  Yesj  sir. 

Q.  What  has  been  done  with  the  remaining  $63,000  ?  A.  It  has 
been  spent  for  rent  and  the  equipment  of  our,  home  office. 

Q.  Where  is  your  home  office?    A.  425  Fifth  avenue. 

Q.  How  much  have  you  expended  for  rent?  A.  Twelve  thou- 
sand dollars. 

Q.  For  what  period  is  that?  A.  Well,  for  a  year,  except  that 
our  lease  provides — ^we  have  a  five  years'  lease. 

Q.  Have  you  paid  for  a  year  ?     A.  Yes,  sir. 

Q.  From  what  date  ?    A.  From  the  1st  of  December,  1904. 

Q.  What  has  been  done  with  the  balance  of  $51,000  ?  A.  We 
have  spent,  approximately,  well,  between  $20,000  and  $25,000  in 
the  equipment  of  our  home  office. 

Q.  And  do  you  mean'  in  furnishings,  and  so  forth  ?  A.  Yes, 
sir,  and  in  the  adapting  of ;  that  particular  floor  to  our  business. 
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We  leased  a  floor  that  was  not  arranged,  and  arranged  it  afterward, 
and  spent  that  money. 

Q.  How  many  employees  have  you  ?     A.  Twenty. 

Q.  What  is  your  annual  home  office  expense,  exclusive  of  rent ; 
that  is,  at  what  rate  are  you  running?  A.  Would  you  include  ad- 
vertising in  that,  Mr.  Hughes? 

Q.  Yes Well,  no,  let  us  separate  that  and  take  your  home 

office  expenses  strictly.    A.  $800  a  week. 

Q.  You  say  that A.  Let  me  say,  Mr.  Hughes,  that  that 

would  include  the  payment  of  our  stenographers  and  office  force 
and  the  item  of  postage,  which  is  a  considerable  item  with  us,  and 
our  printing  hills,  which  are  also  rather  an  interesting  item. 

Q.  Then  you  have  spent  twenty  thousand  dollars  or  twenty-five 
thousand  dollars  in  the  fitting  up  of  your  office,  which,  added  to 
your  rent,  and  deducted  from  your  $63,000  you  had  originally, 
would  leave  you  twenty-six  thousand  or  twenty-seven  tliousand 
dollars  which  you  have  expended  in  other  ways?    A.  Yes,  sir. 

Q.  In  what  other  ways?  A.  In  the  ways  I  have  mentioned,  the 
incidental  expense  of  the  office  and  the  weekly  pay  roll  and  things 
of  that  kind. 

Q.  From  what  period  do  you  date  the  beginning  of  your  ex- 
penses that  have  been  paid  out  of  this  sum?    A.  One  year. 

Q.  From  last  November?    A.  Yes,  sir. 

Q.  Did  I  understand  that  you  only  commenced  advertising  in 
I^Tovember?  A.  Yes,  except  two  or  three  advertisements  that  ap- 
Ijeared  in  the  summer  in  one  of  the  weekly  religious  magazines  and 
a  few  small  advertisements  in  the  New  York  Times. 

Q.  Why  was  it  that  from  November,  1904,  to  November,  1905, 
you  did  not  do  any  other  advertising?  A.  We  were  not  qualified 
as  an  insurance  company  until  the  2d  of  June,  1905,  and  we  did 
not  desire  to  begin  a  publicity  campaign  in  the  summer,  as  it  is  not 
relatively  productive. 

Q.  At  what  rate  are  you  writing  insurance,  I  mean  per  dierti 
now?  A.  We  received  nineteen  applications  on  Tuesday  in  the 
mail  and  ten  the  following  day  and  twelve  yesterday. 

Q.  How  do  you  arrange  for  medical  examinations?  A.  Our 
eutsom  is  the  same  as  that  employed  by  other  life  insurance  com- 
panies.   We  accept  the  statement  of  an  accredited  physician  in  the 
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commimities  in  whicli  our  applicants  reside,  and  transact  the  busi- 
ness by  mail. 

Q.  What  kind  of  policies  do  you  write?  A.  The  policies  usually 
issued  by  life  companies,  chiefly  ordinary  life,  limited  payment  life 
and  endowment. 

Q.  Do  you  write  deferred  dividend  policies?  A.  AH  our  poli- 
cies are  subject  to  declarations  of  dividends  beginning  with  tho 
fifth  year,  and  dividends  accumulate  until  that  time  and  annually 
thereafter  the  dividends  are  available. 

.Q.  I  imderstand  your  business  is  monthly  premium,  at  the  op- 
tion of  the  insured?    A.  Yes,  sir. 

Q.  What  are  your  premium  rates?  A.  As"  compared  with  the 
New  York  Life  and  Equitable  our  rates  on  most  forms  of  policies 
and  at  most  ages  are  enough  to  save  to  the  assured  an  amount  equal 
to  three  annual  premiums  in  one  year. 

Q.  Take  age  forty,  for  example,  twenty  payment  life,  one 
thousand  dollars  insurance,  what  is,  your  premium?  A.  At  age 
40?    Twenty  payment  life? 

Q.  Yes.  A.  $3.15  a  month.  I  have  not  got  the  annual  pre- 
mium here. 

Q.  Well,  you  can  multiply  that  by  12,  and  that  would  give  you 
the  annual  premium?    A.  'Ro,  sir. 

Q.  Why  not?  A.  Twelve  monthly  premiums  .aggregate 
slightly  more  than  one  annual,  just  as  two  semi-annual  premiums 
are  slightly  larger  than  one  annual. 

Q.  Well,  would  it  be  about  $36  annual  premium?  A.  How 
is  it,  Mr.  Dawson  ? 

Q.  $36.50,  Mr.  Dawson  says.  How  does  that  compare  with 
the  New  York  Life  premium,  say  at  age  forty,  twenty  payment 
life,  one  thousand  dollars?  A.  That  ought  to  be  obtainable 
here.     Have  you  got  it,  Mr.  Dawson? 

ME.  DAWSON:  I  have  it  here  somewhere,  I  do  not  find 
it  now. 

Q.  Well,  you  can  give  it  approximately,  can  you  not,  Mr. 
Wightman?     A.  About  forty  dollars. 

Q.  About  ten  per  cent,  under  the  regular  j:ate?  A.  On  that 
particular  policy,  yes,  sir. 
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Q.  Are  tliere  other  policies  which  would  make  a  more  favor- 
able showing?  A.  Yes,  our  rates  as  compared  with  the  quar- 
terly rates  on  other  policies  of  the  New  York  Life  usually  show 
approximately  twenty  per  cent,  difference. 

Q.  Is  that  in  your  judgment  the  most  that  can  be  accomplished 
by  the  substitution  of  advertising  for  agents  ?  A.  No,  sir,  but  we 
have  endeavored  in  the  construction  of  our  rates  to  be  sufficiently 
conservative,  so  as  to  admit  of  a  further  reduction  in  the  event  of 
other  economies  being  made  plain  by  experience  and,  of  course, 
we  shall  hope  to  make  a  better  dividend  showing  than  other  com- 
panies make  by  virtue  of  the  fact  that  we  have  no  contracts  in- 
volving renewal  commissions,  that  we  have  no  branch  offices  and 
no  expense  save  that  of  the  one  central  office  from  which  the 
avenues  of  influence  emanate. 

Q.  And  those  ayenues  of  influence  are  circulars  and  advertise- 
ments?    A.  Yes,  sir. 

Q.  I  am  referred  to  the  Equitable  rate,  $42.79  at  age  40, 
twenty  payment  life?     A.  Yes. 

Q.  What. sort  of  business  do  you  get  in  this  manner?  A.  You 
mean  as  to  policies? 

Q.  Yes.  A.  I  believe  that  this  method  puts  upon  the  books 
of  the  insurance  company  using  it  in  our  way,  and  we  are  the 
only  company  that  does  it,  the  best*  class  of  business  that  comes 
to  any,  company, -for  these  reasons:  These  magazines,  and  we 
use  only  high  class  magazines,  are  read  by  intelligent  thinking 
people,  deliberately  decide  volitionally  to  take  'these  policies 
Lapse  is  due  to  three  causes. 

First,  misrepresentation  in  the  negotiation  of  the  policy;  undue 
personal  pressure  by  the  agent  ai^d  rebates  of  premiums.  None 
of  those  things  exist  in  our  institution.  We  tell  the  truth  about 
our  contracts  in  black  and  white,  and  whatever  is  said  about  them 
is  said  by  ourselves,  by  the  home  office.  We  do  not  entrust  the 
interpretation  of  our  policies  to  agents,  not  all  of  whom  are  scrup- 
ulous in  what  we  say,  when  they  write  a  contract.  Then  we  bring 
no  pressure  at  all  to  bear  upon  the  applicant.  We  announce  our 
institution  and  he  comes  to  us  for  the  insurance,  and  that  facili- 
tates the  permanency  of  the  business.  Then,  of  course,  we  have 
no  representative  at  all  receiving  one  hundred  per  cent,  on  every 
premium  dollar  which  the  insured  agrees  to  pay  us.  And  I  believe 
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that  the  experience  of  both  the  New  York  Life  and  the  Keliance 
is  that  this  businss  which  they  gain  in  this  way  is  the  best  business 
they  have  on  their  books. 

Q.  How  much  money  has  been  received  in  premiums  since  you 
started,  in  June,  I  believe  you  said?  A.  We  had  practically  no 
policies  in  force  until 

Q.  What  has  been  your  premium  income?'  A.  It  was  six  thou- 
sand dollars,  about,  Mr.  Hughes.  You  understand,  these  are 
monthly  premiums. 

Q.  Have  you  had  any  failure  to  renew?  Have  you  had  any 
lapses?  A.  I  believe  that  only  two  of  the  policyholders  are  in 
default  in  the  matter  of  monthly  premiums,  and  no  actual  lapses 
have  occurred. 

Q.  Of  course,  you  have  rather  small  experience  to  generalize 
on  with  reference  to  the  future.  A.  I  believe  that  whatever  hap- 
pens in  the  way  of  demonstration  will  increase  the  favorableness 
of  the  showing  of  this  contract,  because  we  are  new  and  working 
somewhat  under  the  handicap  of  insurance  matters  generally. 

BY  ME.  COX: 

Q.  As  it  stands  to-day,  you  have  no  competition  in  your  line  of 
business,  have  you,  I  mean  of  that  kind  that  you  are  carrying  on  ? 
A.  No  other  insurance  company  in  this  country  applies  our 
method,  or  elsewhere,  so  far  as  I  know. 

Q.  What  is  going  to  be  the  effect  when  other  people  begin  to 
do  the  same  thing,  and  begin  to  advertise,  using  your  methods 
and  trying  to  get  their  share  of  the  business  ?  A.  The  effect  will 
be  proportionate  to  the  worthiness  of  the  competition.  We  are 
the  first  people,  and  if  we  can  be  the  best  people,  we  can  probably 
get  our  share  of  the  business.  Life,  insurance  has  never  been  a 
monopoly,  not  since  its  beginning,  and  the  great  companies  have 
become  great  because  the  other  companies  were  in  the  field — at 
least  that  is  their  statement. 

Q.  The  competition  in  your  line  of  insurance  will  come  in  the 
way  of  the  statements  that  are  made  in  the  public  advertising  of 
the  companies,  won't  it  ?  A.  It  must  necessarily  be  so,  yes,  sir  j  of 
course,  that  advertising  would  be > 
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BY  THE  CHAIRMAN": 

Q.  There  was  one  question  Mr.  Hughes  asked  you  which  you 
did  not  reply  to,  and  that  was  whether  you  had  any  contracts 
with  the  Life  Insurance  Club,  on  which  you  had  derived  or  would 
derive  moneys  ?  A.  Did  I  not  answer  that  question  ?  The  auxil- 
iary organization  has  a  contract  with  the  Life  Insurance  Club 
of  New  York  whereby  it  assumes  all  obligations,  pays  all  bills  and 
takes  the  loadings  on  the  premiums. 

BY  ME.  HUGHES: 

Q.  Have  you  got  a  copy  of  that  contract  here?  A.  I  think 
it  is  in  that  book,  Mr.  Hughes.  The  understanding,  of  course, 
being  that  this  contract  is  to  be  annulled  as  soon  as  the  com- 
pany itself  is  ready  to  do  its  own  advertising. 

Q.  "What  is  the  percentage  of  loading?  A.  From  40  to  80  per 
cent,  for  the  first  year,  according  to  the  kind  of  policy. 

Q.  Do  you  write  preliminary  term  policies?  A.  Yes,  sir,  put- 
ting up  in  addition  to  the 

Q.  Do  you  take  all  the  premiums  for  the  first  year  ?    A.  No. 

Q.  The  most  you  take  is  80  per  cent.  ?  A.  Yes,  from  40  to  80 
—from  20  to  80. 

Q.  In  what  cases  is  it  20?  A.  In  some  of  the  non-participating 
forms. 

Q.  In  what  cases  is  it  80?  A.  In  the  ordinary  life,  where  the 
amount  of  reserve  is  small  enough  to  admit  it. 

Q.  "While  we  are  waiting  for  the  contract,  let  me  ask  you  if  this 
is  a  specimen  policy  issued  by  your  sompany  (handing  paper)? 
A.  It  is. 

^.  "What  form  of  policy  is  it?  A.  It  is  our  Economy  Life  form, 
with  cash  paid-up  and  endowment  option,  ordinarily  known  as  ordi- 
nary life. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  910.) 

ME,  HUGHES:  Note  upon  the  record  that  the  Equitable's 
premium  ordinary  life  age  25  is  $21.49,  and  the  New  York  ia  pre- 
sumably the  same. 
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Q.  Do  you  hold  the  copyright  on  this  so-called  optional  pre- 
mium privilege?    A.  The  copyright  applies  only  to  the  name. 

Q.  The  name  optional  premium  privilege  f    A.  Yes,  sir. 

Q.  Do  you  hold  it  ?  A.  It  is  owned  by  the  Life  Insurance  Club 
of  ISTew  York. 

Q.  Is  it  owned  by  the  Life  Insurance  Club  of  New  York?  A. 
Yes,  sir. 

Q.  Do  they  pay  you  a  royalty  on  it  ?    A.  Ko,  they  do  not. 

Q.  Have  you  the  contract  with  the  auxiliary  company?  A. 
Yes,  sir. 

ME.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  911.) 

Mr.  Hughes  then  read  Exhibit  911. 

Q.  Was  that  extension  agreed  to  by  the  Auxiliary?  A.  It  was 
agreed  to  except  that  a  letter  wgs  given  back  to  the  Life  Insur- 
ance Chib  of  New  York  involving  the  annulling  of  this  contract  as 
soon  as  the  incorporated  company  should  care  to  attempt  the  ex- 
pense for  itself.  , 

Q.  Have  you  got  it  here  ?    A.  I  think  it  is  not  here. 

Q.  State  in  substance  what  the  letter  provides?  A.  That  can 
be  supplied. 

Q.  State  in  substance  what  the  letter  provides  and  kindly 
supply  the  Committee  with  a  copy  of  it?  A.  It  is  a  brief  letter, 
which  I  have  summarized.  The  contract  is  given  by  the  trus- 
tees to  the  Auxiliary  Organization  with  the  understanding  that 
as  soon  as  the  loadings  on  the  premiums  have  been  sufficient  to 
compensate  the  Auxiliary  Organization  for  the  expenses  it  has 
incurred  in  getting  business  the  contract  shall  be  annulled,  and 
the  assumption  of  responsibility  shall  be  upon  the  club  itself.  In 
other  words,  we  believe  in  oUr  method  and  are  willing  to  take  our 
clianees  with  the  loadings  on  the  premiums,  and  when  the  company 
is  able,  by  the  increase  of  its  surplus,  for  which  we  have  provided 
by  the  distribution  of  stock  and  other  resources  which  are  avail- 
able, it  shall  assume  its  normal  function  of  paying  salaries  and  so 
forth.    At  present  we  pay  them. 
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Q.  In  other  words,  the  Auxiliary  company  are  to  pay  all  the 
expenses  and  you  are  to  get  the  loadings  ?  A.  Under  that  contract, 
until  the  contract  is  annulled. 

Q.  Well,  suppose  the  Auxiliary  company  incurred  expenses  in 
compensating  the  members  of  the  firm  operating  as  the  Auxiliary 
company,  and  in  that  way  the  expenses  in  connection  with  the 
business  are  in  excess  of  the  loading,  can  the  club  annul  the  con- 
tract ?  A.  Probably  not,  under  the  provisions  of  the  contract,  but 
the  Auxiliary  Organization  would  be  very  glad  to  have  the  con- 
tract annulled  at  any  time  when  the  incorporated  company  desires 
it,  and  is  prepared  to  handle  its  own  affairs. 

(Adjourned  to  December  30th,  1905,  at  10.30  A.  M.) 


ALDEEMANIC  CHAMBER 
City  Hall,  New  Yoek  City. 

December   30,   1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 


JOEL  G-.  VAN  CISE,  called  as  a  witness,  being  duly  sworn, 

testified  as  follows:. 


BY  ME.  HUGHES: 

Q.  Mr.  Van  Cise,  you  are  the  actuary  of  the  Equitable  life 
Assurance  Society?    A.  I  am. 

Q.  How  long  have  you  been  connected  with  that  society?  A. 
Over  thirty-six  years. 

Q.  What  was  your  first  connection  with  it?  A.  I  was  first  a 
clerk  in  the  actuary's  department. 

Q.  How  long  were  you  a  clerk?    A.  About  five  years. 

Q.  And  then  you  became  what?    A.  Assistant  aptuary. 

Q.  How  long  were  you  assistant  actuary?  A.  About  twenty- 
six  years. 

Q.  And  then  you  became  actuary?     A.  Yes,  sir. 

Q.  So  that  for  thirty-eight  years  you  have  been  continuously 
familiar  with  the  actuarial  work  of  the  Equitable  Society?  A.  I 
have. 

Q.  Has  that  work  been  done  since  you  have  been  actuary 
exclusively  imder  your  control?  A.  No,  J  have  been  the  head 
of  the  actuaries  department,  but  we  have  an  associate  actuary 
and  an  assistant  actuary, 
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Q.  "Well,  they  have  acted  under  your  direction  and  supervi-- 
sion?     A.  Yes,  sir. 

Q.  So  that  the  actuarial  methods  of  the  society  you  are  re- 
sponsible for?     A.  Almost  entirely. 

Q.  Has  the  management  of  the  company  interfered  with  your 
actuarial  work  or  controlled  it  or  directed  it?  A.  Not  to  any 
considerable  extent. 

Q.  To  what  extent  has  it?  A.  Well,  Mr.  Henry  B.  Hyde 
attempted  at  one  time  to  have  me  make  figures  larger  than  I 
thought  were  earned. 

Q.  What  was  that,  in  what  connection?  A.  In  connection 
with  the  dividends  to  be  declared  on  deferred  dividend  policies. 

Q.  When  was  that?  A.  Oh,  it  was  about  fifteen  years  ago  I 
think. 

Q.  And  what  did  you  do?  A.- 1  reported  the  matter  to  the 
vice-president,  Mr.  Alexander,  and  explained  to  him  the  dangers 
of  undertaking  anything  of  that  kind  and  he  persuaded  Mr.  Hyde 
to  give  way. 

Q.  So  that  the  calculations  that  have  been  made  with  regard 
to  deferred  policies  have  been  made  in  accordance  with  your 
own  views.  You  mighl;  state  if  you  will  briefly  what  you  deem  to 
be  the  advantage  or  disadvantage  of  deferred  dividend  policies? 
A.  "The  first  great  advantage  of  deferred  dividend  policies  is  that 
it  makes  the  company  much  stronger  that  issues  them.  I  consider 
that  surplus  is  a  test  of  strength  and  the  deferring  of  dividends 
of  course  increases  the  surplus.  I  think  if  anything  ought  to  be 
strong  it  is  a  life  insurance  company,  and  anything  that  tends  to 
make  it  strong  and  safe,  I  think,  is  to  be  commended.  For  that 
reason  I  have  always  believed  in  a  deferred  dividend  plan.  Then 
again,  I  believe  it  is  a  more  equitable  apportionment  of  the  divi- 
dends, I  consider  in  almost  every  case  the  family  of  a  man  who 
dies  before  the  end  of,  say,  fifteen  or  twenty  years,  receives  a  good 
return  on  the  pioney  paid  without"  dividends.  About  all  the 
premiums  paid  are  returned  with  compound  interest  added  and 
therefore  it  seems  fair  that  the  men  who  show  the  greatest  degree 
of  longevity  and  greatest  persistence  in  paying  premiums  should 
have  the  benefit  of  the  dividends,  should  have  the  benefit  of  the 
surplus  earnings  over  and  above  the  death  claims,  expenses  and 
legal  reserves.  Then  again,  I  consider  that  deferred  dividend 
assurance  has  been  the  cause  of  the  wonderful  development  of 
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■American,  life  assurance  in  the  past  twenty-five  years.  That  it 
has  induced  much  the  larger  part  of  the  persons  to  insure  their 
lives  that' have  done  so,  and  therefore,  has  proved  the  wonderful 
benefit  that  life  assurance  always  is  to  the  families  of  those  who 
need  it  at  the  death  of  their  husbands  or  fathers.  Then  again  I 
think  it  leads  to  keeping  policies  in  force,  and  anything  that  does 
that  I  consider  to  be  beneficial.  Then  again  I  think  it  has  in- 
duced men  to  insure  as  an  investment,  who  are  a  better  class  of 
lives  and  has  lowered  the  rate  of  mortality.  I  think  the  keeping 
of  policies  in  force  has  tended  to  make  a  smaller  average  of  ex- 
pense ;  and  anything  that  does  those  things  is  commendable.  Then 
I  think  it  is  an  advantage  to  have,  a  premium  that  is  fixed  and 
understood  for  a  period  of  fifteen  or  twenty  years.  I  think  if  a 
.man  insures  on  the  annual  dividend  plan  he  never  knows  exactly 
what  he  is  going  to  p&y;  the  premiums  vary  from  year  to  year, 
and  he  may  expect  his  payments  to  be  much  less  than  they  turn 
out  to  be ;  but  if  he  makes  a  deferred  dividiind  contract  for  fifteen 
or  twenty  years  to  J)ay  the  same  amount,  there  is  no  uncertainty 
about  it,  he  knows  just  what  he  is  doing.  Then  another  advantage 
of  the  deferred  dividend  plan  is  that  a  company  can  afford  to  offer 
greater  privileges  in  the  way  of  surrender  values  and  incon- 
testibility  and  liberty  of  travel  and  occupation  on  account  of  the 
larger  accumulation  of  surplus  than  they  could  if  the  surplus  was 
divided  annually. 

Q.  You  have  spoken  of  the  advantage  to  the  company  in  having 
a  large  surplus.  Of  course  this  surplus  is  derived  from  the  ac- 
cumulation of  premium  paymen,ts?  A.  From  the  balance  left 
after  the  payment  of  death  losses  and  expenses,  laying  aside  the 
reserve. 

Q.  Yes,  that  is  what  is  left  from  premium  payments  ?  A,  Yes, 
sir. 

Q.  And  of  course  the  profits  upon  investments  ?    A.  Yes,  sir. 

Q.  Now,  the  extent  to  which  the  company  accumulates 
money  through  the  payment  of  premiums  and  investments 
over  and  above  those  returns  to  policyholders  indicates  the 
extent  to  which  in  effect  policyholders  have  been  overcharged 
for  their  insurance,  does  it  not?  A.  I  would  hardly  call  it  an 
overcharge. 

Q.  Well,  it  is  charging  more  than  it  has  cost  j;he  company  to 
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carry  it  ?  A.  It  has  proved  to  be  an  excess  over  what  was  neces- 
sary. 

Q.  Yes.  In  other  words,  the  policyholders  have  put  into  the 
hands  of  the  companies  moneys  which  the  companies  have  not 
needed  to  meet  the  contracts  and  to  pay  the  expenses  and  man- 
agement?   A.  Yes. 

Q.  The  theory  of  dividends  in  life  insurance  is  that  the  policy- 
holders in  a  muitual  company  at  least  should  receive  back  what 
they  have  been  overcharged  in  premiums,  is  it  not  ?    A.  Oh,  yes. 

Q  In  other  words,  it  is  not  like  an  investment  for  the  purpose 
of  making  a  profit ;  the  policyholder  pays  a  certain  amount  to  get 
certain  insurance  and  if  he  pays  too  much  in  the  case  of  a  mutual 
Ci^mpany  it  is  fair  that  it  should  come  back  to  him  in  some  form  ? 
A.  That  is  fair,  but  you  understood,  of  course,  that  there  is  only 
one  kind  of  policy  that  is  not  an  investment  policy,  and  that  is  a 
term  policy,  or  natural  premium  policy.  Any  other  policy  is  an 
investment  policy. 

Q.  You  have  spoken  of  the  strength  of  the  company.  Do  you 
mean  by  that  that  it  is  important  that  a  mutual  company  should 
have  a  large  accumulation  of  funds  in  excess  of  its  reserve  ?  A.  I 
think  it  is. 

Q.  In  other  words  that  there  may  be  fluctuations  in  the  value 
of  its  property?    A.  Yes. 

Q.  Which  should  be  guarded  against  so  that  the  company  may 
not  become  suddenly  insolvent  by  a  fall  in  market  values  a  deple- 
tion of  its  reserves,  is  that  the  idea?    A.  Yes,  sir. 

Q.  Have  you  formed  any  judgment  as  to  the  extent  to  which 
a  company  should  have  a  surplus  or  contingency  fund  in  excess 
of  its  reserve  to  guard  against  fluctuation  of  values?  A.  I  be- 
lieve it  should  have  in  the  neighborhood  of  ten  per  cent. 

Q.   Of  what  ?    A.  Of  the  reserves. 

Q.  Xen  per  cent,  of  the  reserves.  And  that  you  believe  should 
be,  while  of  course,  the  money  actually  on  hand  is  being  replen- 
ished constantly,  and  being  paid  out  constantly,  should  be  a  steady 
reserve  fund  or  surplus  fund  ?    A.  I  believe  so,  yes. 

Q.  But  above  that  your  view  is  that  in  the  case  of  a  mutual 
company  the  moneys  should  be  returned  to  the  policyholders? 
A.  It  would  be  safe  to  do  so. 

Q.  It  would  be  safe  to  do  so  and  it  would  be  fair  to  do  so  ? 
A.  It  would  be  fair  to  do  so  if  the  contracts  call  for  it. 
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Q.  Well,  it  would  be  unfair  not  to  have  the  contracts  call  for 
it  if  it  were  a  mutual  company  ?    A.  No,  I  do  not  think  so. 

Q.  That  is  on  the  supposition  that  every  adult  who  makes  a 
contract  with  his  eyes  open  cannot  charge  the  other  party  with 
unfairness,  I  suppose  ?  A.  I  think  that  a  man  may  take  a  deferred 
dividend  contract  as  an  investment  and  part  of  the  surplus  be  an 
investment  the  same  as  a  man  takes  an  endowment  policy  for  an 
investment. 

Q.  But  I  mean  looking  at  the  theory  of  the  organization  of 
a  mutual  company  and  the  object  of  the  company  to  provide 
insurance,  that  normally  the  ideal  situation  would  be  to  re- 
turn the  moneys  over  and  above  the  amount  necessary  to  pro- 
vide reserves  and  a  proper  guarantee  or  contingency  fund  to 
meet  fluctuations  in  value?    A.  Certainly. 

Q.  With  regard  to  the  time  when  such  returns  should  be  made, 
it  is  an  advantage  to  the  company  to  have  the  period  of  division 
postponed,  because  it  can  hold  larger  sums  of  money,  is  that  it? 
A.  That  is  one  advantage. 

Q.  It  is  an  advantage  to  the  policyholder  you  think  because 
he  will  get  more  if  he  persists  by  reason  of  his  longevity?  A. 
I  think  he  will.  I  say  I  think  it  fairer  that  the  men  who  show 
the  best  lives  and  pay  the  most  premiums  ought  to  have  some 
benefit  of  it. 

Q.  Why,  a  man  who  lives  longer,  does  not  pay  any  more  pre- 
miums on  the  same  kind  of  policy  does  he?    A.  Certainly. 

Q.  You  mean  he  pays  for  a  longer  period?  A.  Yes,  a  larger 
amount. 

Q.  And  hence  a  larger  amount  in  the  end?     A.  Yes. 

Q.  And  the  idea  is  that  the  men  who  live  long  get  the  worst 
of  the  insurance  scheme  and  those  that  die  soon  get  the  main 
advantages,  or  their  estates  do.  And  you  think  it  equalizes  that 
to  some  extent  to  provide  a  system  by  which  those  who  live 
the  longer  will  share  something  in  the  gains  from  the  policies 
of  those  or  the  premium  payments  of  those  who  die  within  a 
given  period.  Is  that  the  idea  of  it?  A.  The  idea  is  to  equalize 
the  benefits  to  some  extent. 

Q.  Well,  that  is  not  a  very  important  extent,  is  it?  A.  Well, 
I  think  it  is. 

Q.  To  what  extent  do  you  find  that  in  your  deferred  divi- 
dend apportionment  there  are  gains  from  lapses  of  members  who 
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have  not  survived  the  period?  A.  There  have  been  a  large  amount 
of  gains.  They  may  not  be  as  great  in  the  future,  but  there  has 
been  in  the  past  a  great  amount  gained  that  way. 

Q.  That  somewhat  offsets  the  argument  as  to  the  persistence 
of  those  policies,  does  it  not?  A.  No,  I  think  the  more  liberal 
features  have  tended  to  lessen  the  persistence,  but  I  believe  the 
holder  of  a  deferred  dividend  policy  is  naturally  more  persistent 
than  the  holder  of  an  annual  dividend  policy. 

Q.  You  have  said  in  the  case  of  an  annual  dividend  policy  a 
man  does  not  know  what  he  will -have  to  pay.  He  knows  the 
maximum  he  will  have  to  pay?    A.  Yes,  sir. 

Q.  And  the  uncertainty  lies  in  whether  he  will  have  to  pay 
as  much  as  that  maximuum?     A.  Yes. 

Q.  Whereas  in  a  deferred  dividend  he  is  sure  he  will  have  to 
pay  that  premium?  A.  The  trouble  is  that  men  who  take  an- 
nual dividend  policies  are  often  assured  by  agents  that  their 
premiums  may  be  reduced  perhaps  a  quarter  or  one-half  and 
they  will  have  very  little  to  pay. 

Q.  And  the  men  who  take  deferred  dividend  policies  are  fre- 
quently assured  they  will  get  much  larger  amounts  at  the  end 
of  the  period  than  they  do  get?     A.  Yes. 

Q.  Do  you  think  there  is  any  balance  in  favor  of  deferred  divi- 
dend policies  so  far  as  expectation  and  assurance  of  agents  go? 
A.  "Well,  I  think  there  is  some. 

Q.  Well,  it  would  be  almost  impossible  to  generalize  on  that, 
would  it  not?  A.  I  should  think  the  majority  of  men  forget 
at  the  end  of  the  periods  what  they  were  told  at  the  beginning. 

Q.  It  would  seem  that  some  have  very  good  memories,  judg- 
ing from  the  correspondence  in  the  hand  of  the  committee.  A. 
YeS)  but  everybody  has  been  disappointed  in  the  past  few  years. 

Q.  Both  annual  and  deferred  dividend  ?    A.  Yes. 

Q.  Only  in  the  case  of  the  annual  dividend  he  knows  it  now 
and  in  the  case  of  the  deferred  dividend  he  does  not  know  it 
until  the  period  expires  ?  A.  Many  know  it  in  advance.  If  any- 
body asks  me  about  it  I  always  tell  them  beforehand. 

Q.  But,  of  course,  you  are  aware  of  the  fact  that  in  dealing 
with  these  deferred  dividend  policies  prospects  have  been  indi- 
cated which  have  not  been  realized  and  there  has  been  a  great 
deal  of  disappointment?    A.  Yea. 
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Q.  And  it  has  led  to  a  great  deal  of  criticism,  and  in  fact  has 
in  effect  led  to  what  you  have  said  in  defense  of  the  deferred 
dividend  system,  is  not  that  so?    A.  Oh,  yes. 

Q.  Now,  in  order  that  we  may  judge  just  what  happened  in 
case  a  deferred  dividend  policy  is  written  by  your  company  I 
should  like  to  have  you  state  the  method  by  which  deferred  divi- 
dends are  calculated,  and  before  you  state  that,  will  you  state 
into  how  many  classes  you  divide  deferred  dividend  policies? 
A.  There  have  been  about  a  dozen  classes,  some  of  them  are 
closed  now.    I  think  there  eight  or  ten  now. 

Q.  What  are  they?  A.  Well,  there  is  a, tontine  savings  fund 
class,  there  are  three  semi-tontine  classes  composed  of  what  are 
called  regular  policies.  Southern  class  policies  and  tropical  class 
policies,  there  is  a  free  tontine  class,  there  is  a  guarantee  cash 
value  class,  there  is  a  new  guarantee  cash  value  class;  there  is  a 
total  abstinence  class,  there  is  a  graduated  class  and  then  there 
is  a  class  which  you  must  call  simply  a  deferred  dividend  class, 
composed  of  policies  issued  for  a  brief  period  of  time.  I  may  ex- 
plain here  that  this  matter  of  classification  is  almost  entirely  a 
matter  of  my  own  devising,  approved  by  the  actuary  of  the  com- 
pany, Mr.  Phillips,  at  the  time  it  was  done.  I  know  of  no  law 
enacted  by  any  State  which  has  ever  affected  the  question  of  • 
dividends  in  any  way,  given  any  direction  whatever  in  regard 
to  the  apportionment  of  dividends.  Therefore,  it  lias  been  a  mat- 
ter left  to  the  judgment  and  discretion  of  the  managers  or  actii- 
aries  of  the  company.  I  don't  know  of  any  two  companies  who 
have  adopted  the  same  methods  or  the  same  system  of  apportion- 
ing dividends,  and  our  contracts  do  not  fix  any  method,  but  T 
devised  this  method  of  classes  as  a  matter  of  equity.  To  give  that 
a  full  explanation 

Q.  Yes.  A.  I  think  it  equitable  that  the  policies  similar  in 
their  terms  should  be  kept  in  separate"  classes,  and  should  receive 
profits  according  to  tTie  experience  in  tliose  classes. 

Q.  Do  you  classify  the  deferred  dividend  policies  according 
to  their  nature?    A.  Yes,  sir. 

Q.  And  those  classes  that  you  have  mentioned,  such  as  the 
graduated  class,  the  deferred  dividend  class,  the  total  abstinence 
class,  the  guarantee  cash  value  class,  the  new  guarantee  yallie 
class,  are  they  of  recent  creation  ?    A.  Yes,  sir, 

Q.  AVithin  what  period  of  years  ?  A.  We  began  issuing  guar- 
antee cash  value  policies  in  1896. 
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Q.  And  prior  to  1896  did  you  have  any  classes  except  the 
tontine  savings  fund  ©lass,  the  semi-tontime  class,  and  the  free 
tontine  class?    A.  No,  sir. 

Q.  When  did  the  Equitable  first  begin  to  write  tontine  policies  ? 
A.  That  brings  to  inind  I  omitted  our  first  class,  our  tontine 
dividend  class.  They  were  so  long  ago  settled  that  I  did  not  men- 
tion them^ 

Q.  Tontine  dividend  class?    A.  Yes. 

Q.  You  mean  that  was  a  class  by  itself?    A.  Yes,  sir. 

Q.  That  was  the  original  class?  A.  That  was  the  original 
class. 

Q.  And  all  your  tontines  were  in  that  class  ?  A.  Oh,  no,  no ; 
they  were  different  in  their  features  from  tontine  savings  fund 
policies. 

Q.  Which  of  the  class  did  you  call  the  full  tontine?  A.  One 
was  called  the  tOntine  savings  fund. 

Q.  Go  back,  please,  and  tell  the  time  when  tontine  policies 
were  first  written  by  the  Equitable  ?  A.  In  the  latter  part  of  the 
year  1868. 

Q.  And  what  class  of  policies  were  then  issued  —  tontine,  I 
meafi?  A.  They  were  called  tontine  dividend  policies  in  four 
separate  classes  called  A,  B,  C  and  D. 

Q.  How  tvere  they  classified?  A.  Glass  A  policies  were  com- 
posed of  those  who  paid  premiums  for  a  certain  period  of  years 
and  had  no  surrender  values;  they  paid  premiums  until  the  pre- 
miums cfompounded  at  ten  per  cent,  compound  interrat  would 
equal  the  face  of  the  policy.  The  theory  was  that  if  the  man 
died  in  sUch  period  his  heirs  would  receive  the  premiums  back 
with  at  least  ten  per  cent,  interest  added,  and  therefore,  the 
periods  varied  according  to  the  ages;  and  Class  B  was  the  same 
kind  except  surrender  values  were  given.  In  Class  A  no  sur- 
render values  were  given  in  case  of  lapse.  Class  C  was  like 
Class  A  except  they  paid  premiums  for  a  fixed  term  of  years. 
Class  D  was  like  C,  paid  premiums  for-  a  fixed  term  of  years. 

Q.  How  long  did  that  tontine  dividend  class  exist  ?  A.  It  was 
closed  ill  1SY2  —  ceasOd  issuing  policies  in  1872. 

Q.  When  did  you  begin  to  issue  policies  of  the  tontine  sav- 
ings ftlild  class  or  tontine?  A.  In  the  latter  part  6i  the  year 
1871. 

Q.  How  long  have  they  continued  —  to  the  present  time  ?    A. 
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Q.  To  what  date?    A.  We  stopped  their  issue  in  1886. 

Q.  And  when  did  you  begin  to  issue  the  semi-tontine  policies? 
A.  Jn  1883. 

Q.  And  are  they  still  issued?    A.  No. 

Q.  When  were  they  stopped  ?    A.  Stopped  in  1889. 

Q.  Then  you  began  to  issue  what  class  ?    A.  Free  tontine. 

Q.  Had  you  issued  those  previously?  A.  'Ko,  issued  those  in 
1886  first. 

Q.  Now,  what  was  the  distinction  between  the  free  tontine  and 
semi-tontine?  A.  Under  the  full  tontine  policies  no  surrender 
value  is  given  unless  a  man  lived  and  kept  his  policy  in  force 
until  the  end  of  the  dividend  period.  Under  a  semi-tontine  policy 
a  man  was  allowed  the  same  surrender  value  as  under  an  annual 
dividend  policy,  except  there  were  no  dividends ;  he  had  the  same 
value  on  the  reserve. 

Q.  And  the  free  tontine  what  was  that  ?  A.  The  free  tontine 
policj  removed  the  restrictions.  Under  a  semi-tontine  policy 
men  were  restricted  as  regards  travel,  residence  and  occupation. 
Under  a  free  tontine  policy  those  restrictions  were  all  removed 
after  one  or  two  years. 

Q.  Then  the  free  was  really  a  sort  of  semi-tontine,  wasn't  it, 
liberalized  semi-tontine?     A.  Yes,  liberalized  semi-tontine. 

Q.  Now,  did  you  at  any  time  from  the  start  classify  tontine  or 
deferred  dividend  policies  according  to  the  year  of  issue?    A.  No. 

Q.  In  other  words  policies  with  a  deferred  dividend  period  of 
twenty  years  issued  in  1880  were  never  kept  in  a  class  by  them- 
selves?   A.  No. 

Q.  You  have  been  asked  to  furnish  the  Committee  with  a  state- 
ment of  the  manner  in  which  the  deferred  dividends  have  been 
calculated  and  you  have  sent  in  this  paper  (showing  witness  paper) 
— that  is  correct?    A.  I  guess  so. 

MK.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  912  and  read  in  evidence  by  Mr.  Hughes. 

Q.  When  you  say  at  the  outset  that  a  special  account  is  kept  of 
the  income  and  outgo  properly  belonging  to  tontine  classes  sepa- 
rately from  the  other  business  of  the  Society  you  have  reference,  to 
the  classes  you  have  described  and  not  to  policies  considered  with 
reference  to  the  year  of  issue?    A.  I  do. 
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Q.  You  have  never  in  tlie  Equiteble  accumulated  annual  divi- 
dends, that  is  to  say  taken  the  deferred  dividends  as  the  equivalent 
of  the  total  of  annual  dividends  which  would  have  been  payable 
!iad  the  policy  been  an  annual  dividend  policy  and  taking  the  an- 
nual dividends  and  accumulating  them  with  interests?  A.  We 
have  not  done  it  on  that  plan — no. 

Q.  Have  you  ever  in  the  Equitable  kept  a  separate  account  with 
the  particular  policies  crediting  to  them  at  the  end  of  each  year 
their  share  of  the  gains  of  the  year?    A.  No. 

Q.  Have  you  ever  kept  any  account  with  any  particular  policy 
to  which  you  referred  at  the  end  of  the  tontine  period  in  order  to 
ascertain  the  share  of  that  policy  in  the  gains  to  be  apportioned? 
A.  ISTo,  not  until  the  end  of  the  period. 

Q.  In  other  words  until  the  end  of  the  dividend  period  you 
have  no  account  with  any  particular  policy?    A.  No. 

Q.  Or  with  any  policies  of  a  given  year  of  issue  or  with  any 
policies  having  the  same  tontine  period?    A.  No. 

Q.  But  you  have  accounts  with  reference  to  policies  of  a  cer- 
tain class  whatever  their  deferred  dividend  periods  may  be?  A. 
I  should  correct  that  perhaps  and  say  that  in  making  up  the 
total  of  the  class,  we  of  course,  have  an  account  with  individual 
policies  of  premiums  received. 

Q.  I  am  talking  about  dividend  and  surplus  account?  A.  No, 
there  is  no  surplus  account. 

Q.  But  you  do  have  an  account  with  all  policies  of  a  given 
class  having  reference  to  the  end  of  the  policies?    A.  Yes. 

Q.  And  not  with  reference  to  the  year  of  issue  or  the  periods? 
A.  No. 

Q.  Now  that  we  may  understand  precisely  how  this  matter  is 
dealt  with,  I  will  ask  you  if  this  sheet  now  Handed  you  and  which 
has  come  from  your  department  to  the  committee  is  a  statement 
showing  the  calculations  with  reference  to  deferred  dividend  poli- 
cies whose  periods  expired  1904  for  the  distribution  of  surplus  in 
that  year?  A.  This  is  a  copy  which  I  ordered  made  up  firom  the 
original. 

Q.  It  shows  that?     A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  913.) 
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MR.  HUGHES:  Tliis  will  be  spread  iipon  the  record  at  this 
point  and  shall  not  take  the  time  to  read  it  but  shall  ask  you  to 
explain  it  in  answer  to  my  questions. 

(Exhibit  No.  913  will  be  found  in  the  book  of  exhibits.) 

Q.  You  have  here  a  heading  "  Tontine  Experience  for  Policy 
Year  Ending  1904."  That  means  that  the  calculations  under 
that  heading  relate  to  the  apportionment  of  surplus  to  be  made 
in  1904  on  policies  then  maturing?     A.  Ending  their  period. 

Q.  You  have  two  general  classes  stated  here,  savings  funds  and 
semi-tontine?     A.  Yes. 

Q.  And  three  sub-divisions  of  savings  fund  class,  to  wit:  South- 
em,  Tropical  and  Twenty  Yeara?    A.  Yes. 

Q.  And  four  sub-divisions  of  semi-tontine  class,  to  wit:  Trop- 
ical, Regular  and  Free  ?     A.  I  do  not  count  the  Eree  as  Semi. 

Q.  That  was  intended  to  be  a  separate  heading?  A.  Separate 
heading. 

Q.  So  that  you  have  three  general  classes  here,  semi-tontine 
being  divided  into  semi-tropical  and  regular  and  the  free  con- 
stituting the  third  class?     A.  Yes. 

Q.  Now,  you  start  out  by  putting  down  premiums  paid  and  due 
in  1903,  with  reference  to  each  class.  What  are  those  items? 
A.  Those  are  the  premiums  actually  paid  and  due  under  the 
policies  in  force. 

Q.  That  is  from  the  policies  of  this  class  or  on  the  policies  of 
this  class?  A.  I  should  explain,  that  account  is  made  up  before 
the  close  of  the  year.  All  the  calculations  are  made  up -before 
the  close  of  the  year  in  order  to  detennine  approximately  the  re- 
sults we  have  to  send  out  in  December,  in  order  to  reach  people 
all  over  the  world,  whose  policies  become  entitled  to  a  share  in  the 
surplus  in  January  - —  we  have  to  make  the  calculations  some  time 
before  the  end  of  the  year,  in  order  to  carry  out  our  contract 
obligations;  and  therefore  this  is  made  on  the  assumption  that  all 
policies  in  force  the  premiums  will  be  paid.  That  is  the  reason  it 
says  "  Paid  and  due  " — some  are  not  yet  paid. 

Q.  You  make  up  this  with  reference  to  the  distribution  on 
policies  whose  periods  expire' at  the  end  of  1904  some  time  before 
the  close  of  the  year?     A.  Yes,  sir. 

Q.  And  with  reference  to  a  distribution  to  be  made  in  1905  ? 
A.  No,  1904.     It  was  made  before  the  close  of  the  year  1903, 
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Q.  The  distribution  is?  A.  Tlie  distribution  is  actually  made 
in  1904,  but  tbe  calculation  is  made  in  the  latter  part  of  1903. 

Q.  So  that  I  was  a  year  ahead  of  time  in  my  statement?  A. 
Yes. 

Q.  And  the  distributions  upon  which  were  to  be  made  in  1904? 
A.  Yes. 

Q.  So  that  the  first  item  "  premiums  paid  and  due  in  190S  "  has 
reference  to  the  premiums  on  the  policies  of  the  several  classes 
a  total  of  which  will  be  paid  in  that  year.  Now,  you  have  the 
next  item,  "  expenses  estimate  "^you  estimate  the  amount  of  the 
expenses  ?     A.  That  is  an  estimate  based  on  past  experience. 

Q.  How  do  you  distribute  the  expenses  among  these  var-ioiis 
classes  ?  A.  Well,  that  is  the  one  matter  that  is  made  a  matter  of 
judgment  arrived  at  by  actual  facts — I  arrive  at  it  from  the  aetiial 
facts,  as  they  existed  in  regard  to  the  expenses  of  the  society,  ap- 
jiortioning  a  certain  amount  against  first  year's  premiums  and  a 
certain  amount  against  the  renewal  premiums. 

Q.  Just  what  do  you  do  taking  the  actual  expenses  for  the  year 
v,'hen  you  make  these  up  ?     A.  No,  not  the  actual  expenses  for  that 
year,  you  cannot  get  it,  it  is  not  ended.     I  based  it  on  actual  ox 
penses  for  the  series  of  preceding  years. 

Q.  You  gjet  at  that  as  best  you  cai  by  estimate  ?     A.  Yes,  sir. 

Q.  Having  got  at  it  by  estimate,  how  do  you  distribute  the 
expenses  among  the  various  policies  or  class  of  policies  ?  A.  As 
a  general  rule,  I  charge  about  fifteen  per  cent,  against  renewal — 
varying  according  to  the  facts  of  the  ease — against  first  year's 
premiums. 

Q.  That  is  a  matter  of  judgment?  A.  The  first  year's  pre- 
miums are  not  in  this  calculation.  None  of  those  policies  had 
any  first  year's  premiums  at  that  time ;  they  were  all  closed,  that 
is,  so  far  as  new  business  was  concerned  at  that  time. 

Q.  Then  you  put  down  the  death  losses,  those  are  the  actual 
or  estimated  ?    A.  They  are  actual,  inade  by  exact  calculation. 

Q.  You  have  not  got  them  all  in  for  the  year  at  the  time  you 
make  it  up  ?  A.  That  is  up  to  date,  below  we  estimate  for  the 
balance.     That  is  exact  up  to  that  time. 

Q.  Then  you  put  down  fund  and  values — what  is  that?  A. 
That  is  an  exact  calculation  of  the  fund  on  policies  maturing 
during  1903. 

Q.  That  is  brought  forward?     A.  No,  that  is  made  up  by  an 
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exact  calculation  on  policies  ending  periods  in  1903,  maturing  and 
also  the  value  of  policies  wliicli  were  purchased  during  that  year. 

Q.  Where  do  you  get  these  figures  ?  A.  I  get_  them  from  the 
books  of  the  society  making  up  the  regular  list  of  policies  ending 
periods  in  1903,  actual  calculation  of  the  value  of  those  policies, 
surplus  and  reserve  together. 

Q.  What  do  you  take  to  arrive  at  the  fund — I  thought  your 
object  in  making  this  calculation  was  to  get  at  the  division  of 
the  surplus  ?  A.  I  am  speaking  now  of  those  already  divided  for 
that  year.  This  is  to  get  that  for  1904.  That  is  a  calculation 
in  1903. 

Q.  In  other  words,  you  bring  forward  there  the  amount  of  the 
fund  as  calculated  on  policies  in  1903  ?     A.  Certainly. 

Q.  That  matured  in  1903  ?  A.  Yes,  and  also  includes  the 
values  of  policies  purchased  before  the  end  of  their  periods. 

Q.  Then  you  have  here  total  expenditures — ^what  are  those  ?  A. 
That  is  a  simple  addition  of  those  two  items. 

Q.  That  is  of  what  items  ?  A.  That  is  of  the  expenses  and  of 
the  funds  and  values. 

Q.  Then  you  have  a  net  balance,  what  it  that?  A.  That  is  a 
deduction  of  the  expenditures  from  th^  receipts. 

Q.  I  see  that  is  a  negative  quantity  here  ?     A.  Yes. 

Q.  What  does  that  import?  A.  That  means  that  the  amount 
paid  out  was  larger  than  the  amount  to  be  received. 

Q.  Then  you  have  interest  upon  what?    A.  Upon  this  balance. 

Q.  Then  you  have  the  fund  as  it  stood  on  hand  at  the  end  of 
1902,  according  to  your  previous  calculations?    A.  Yes. 

Q.  Then  you  take  interest  at  four  per  cent,  and  from  this  data 
you  determine  that  the  fund  at  the  end  of  1903  is  a  certain 
amount?    A.  Yes. 

Q.  Then  you  take  interest  and  you  have  certain  defen-ed  pre- 
miums and  certain  expenses,  and  by  making  the  requisite  addi- 
tions and  deductions  accordinglv  you  reach  another  amount  which 
represents  the  corrected,  fund  at  the  end  of  1903— is  that  right? 
A.  Yes,  fund  at  the  end  of  policy  year — 1904,  is  it  not? 

Q.  See  if  that  is  the  case?  A.  I  will  put  on  my  glasses.  This 
Bgure  here,  that  is  the  end  of  1908  (indicating). 

Q.  Then  you  progress  that  to  the  end  of  the  policy  year?  A. 
Yes. 

Q.  Just  at  what  time — average?  A.  We  take  an  average  the 
first  of  July  on  the  basis  that  policies  are  issued  through  the  year. 
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Q.  That  would  be  the  first  of  July,  1904?     A.  Yes,  sir. 

Q.  You  try,  havinn^  determined  the  fund  in  this  way  at  the  end 
of  1903,  to  see  what  it  will  be  at  the  end  of  July,  1904?  A.  At 
the  anniversary  of  the  policies  which  on  an  average  would  be 
July  1st. 

Q.  And  to  do  that  you  estimate  losses  to  the  end  of  the  policy 
year,  unadmitted  assets,  profit  and  loss,  you  figure  out  one  and 
one-half  per  cent,  of  assets?  A.  Yes.  That  varies  according  to 
the  condition  at  the  end  of  each  year. 

Q.  That  is  a  matter  of  judgment?  A.  No,  that  is  a  matter  actu- 
ally shown  by  the  books  of  the  company. 

Q.  The  profit  and  loss — that  item?     A.  Yes,  sir. 

Q.  Bo  in  this  particular  case  it  did  show  actually  one  and  a  half 
per  cent,  of  the  assets?    A.  Yes,  either  a  loss  or  a  gain. 

Q.  Then  you  bring  down  the  fund  in  each  of  these  classes  at 
the  end  of  the  policy  year?     A.  Yes. 

Q.  That  means  for  this  particular  calculation  on  July,  1904? 
A.  Yes. 

Q.  Now  you  take  the  amount  of  insurance  in  force  at  what 
time?  A.  At  the  time  these  calculations  wore  made;  it  was  made 
on  the  first  of  October,  say. 

Q.  Then  you  take  the  reserve  on  that  ?     A.  Yes. 

Q.  And  you  then  calculate  the  estimated  loss  at  the  end  of  the 
policy  year,  and  the  reserve  at  the  end  of  the  policy  year  on  the 
insurance  in  force  of  these  various  classes?     A.  Yes. 

Q.  At  that  tune?     A.  Yes. 

Q.  Then  you  take  a  certain  amount  as  surplus — where  do  you 
get  th^T    A.  Deducting  liabilities  from  the  assets. 

Q.  That  is,  deducting  this  reserve  which  you  have  said  will  be 
the  reserve  at  the  end  of  the  policy  year  from  the  fund  which  you 
have  brought  forward  and  increased  as  of  the  same  date?  A. 
Yes. 

Q.  You  bring  down  what  you  believe  will  be  the  surplus  on 
each  of  these  classes  at  that  lime?     A.  Yes,  sir. 

Q.  Then~you  say  that  that  surplus  as  of  July  1st,  1904,  is  72 
per  cent,  of  the  reserve  at  the  end  of  the  policy  year?     A.  Yes. 

Q.  That  is  what  you  mean  by  saying,  "  Per  cent  of  reserve, 
seventy-two  per  cent,"  under  t,he  heading  "  Twenty,"  I  happen 
to  take  that  particular  heading,  but  you  have  in  each  case  the 
percentage  which  the  surplus  is  of  the  reserves?     A.  Yes, 
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Q.  So  that  the  correctness  of  that  calculation  depends  upon 
the  eorrectness  of  your  prior  calculations  for  earlier  years  wbich 
you  hring  forward,  and  the  correctness  of  your  hypothesis  with 
regard  to  expenses  and  losses  as  of  the  year  -which  you  are 
considering?     A.  No,  there  is  no  hypothesis  about  that  at.  all. 

Q.  There  is  as  to  expenses?  A.  That  is  the  only  thing  in 
which  there  is  anything  but  exact  calculation. 

Q.  Then  you  have  brought  forward  the  funds  from  the  year 
before,  and  that  year  you  brought  forward  the  funds  from  the 
year  before  that?     A.  Yes. 

Q.  And  this  practice  has  gone  on  for  some  thirty  years?  A. 
Yes. 

Q.  So  that  the  fund  which  you  have  at  the  end  of  the  polioy 
year  1904  is  determined  correctly  or  otherwise,  aoeording  to 
the  Qorrectness  of  these  various  calculations  you  have  made  in 
determining  the  funds  of  prior  years?     A.  Yes. 

Q.  That  is  correct?     A.  Yes,  sir. 

Q.  IsTow,  having  ascertained  that  the  estimated  surplus  at 
the  end  of  the  policy  year  1904  is  a  certain  p'ercentage  of  the 
reserve  at  the  end  of  the  policy  year  at  that  time  you  then 
proceed  to  put  down  what  you  say  is  an  estimated  fund?  A. 
Yes. 

Q.  What  is  that?  A.  That  is  the  f und' rectoned  on  the  basis 
of  the  hypothesis  originally  made. 

Q.  In  other  words,  having  determined  what  the  surplus  will 
be  at  the  end  of  the  policy  year  in  1904  you  compare  that  with 
an  estimate  or  hypothetical  surplus  which,  according  to  certain 
data,  was  expected  would  exist  at  that  time?     Is  that  it  ?     A.  Yes. 

Q.  And  you  then  took  an  estimated  reserve,  that  is  a  reserve 
which,  according  to  an  hypothesis,  was  expected  to  exist  at 
that  time?  A.  The  reserve  would  be  an  actual  fact  if  that  hy- 
pothesis turned  out  to  be  correct. 

Q.  Of  course.  I  mean  if  one  assumption  is  correct  the  other 
would  follow.  It  is  a  sort  of  hypothesis  by  way  of  corollary. 
Is  that-  right?     A.  Well  — 

Q.  Then  you  have  an  estimated  surplus,  which  of  course  is 
based  upan  the  correctness  of  the  other  assumptions?  A.  That 
is  sinaply  the  difference,  of  course. 

Q.  In  crther  words,  you  find  out  after  you  have  got  what  you 
suppose  is  the  surplus  at  the  end  of  the  policy  year  in  1904,  as. 
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estimated  surplus,  and  an  estimated  reserve,  and  an  estimated 
fund  to  compare  it  with?  A.  You  can  call  it  estimated  or  liypo- 
chetical. 

Q.  Well,  hypothetical,  to  compare  it  with?  A.  Yes,  it  cor- 
responds with  the  description  you  read. 

Q.  Well,  we  are  now  finding  out  how  the  matter  described 
works  out  in  practice?     A.  Yes. 

Q.  Now, -these  estimates  that  you  have  stated  here  show  the 
extent  that  the  surplus,  the  ■  hypothetical  or  estimated  surplus 
is  a  certain  percentage  of  the  hypothetical  or  estimated  fund. 
Eor  example,  in  this  table  before  us,  taking  what  is  under  the 
figure  20,  twenty  year  class,  I  assume  ?     A.  Yes. 

Q.  You  found  that  your  actual  surplus — that  is,  your  surplus 
which,  through  your  calculation,  you  believed  would  exist  at 
the  end  of  the  policy  yeir  in  1904  was  seventy-two  per  cent,  of 
the  reserve  at  that  time?    A.  Yes. 

Q.  But  the  hypothetical  surplus  with  which  you  compared  it 
was  found  to  be  in  the  same  class  of  policy  196.2  per  cent,  of  the 
hypothetical  reserve.  Is  that  right?  A.  Yes.  Will  you  let  me 
give  an  explanation  there  ? 

Q.  I  am  going  to  show  what  these  hypotheses  are  in  just  a 
moment,  if  that  is  what  you  refer  to.    A.  All  right. 

Q.  I  merely  want  to  get  at  this  rable  first  ?  A.  I  merely  wanted 
to  say  that  hypotheses  was  not  used  in  giving  those  policyholders 
the  estimates  when  their  policies  were  taken  out. 

Q.  You  mean  they  were  not  referred  to  this  ?  A.  No,  that  was 
not  given. 

Q.  We  will  come  to  the  estimate,  but  I  am  not  dealing  with 
the  calculation.  When  you  make  the  calculation  you  find  on  this 
class  of  policy  your  surplus  estimated  at  the  end  of  the  year  is 
T2  per  cent,  of  the  reserve,  and  that  the  hypothetical  surplus  is 
196.2  per  cent,  of  the  hypothetical  reserve.  Is  that  right?  A. 
That  was  made  in  1871  on  the  authority  of  Shepard  Homans. 

Q,  We  will  come  to  that  in  a  moment.  Before  we  come  to  the 
explanation  we  want  to  find  what  the  table  means?  A.  That  is 
right. 

Q.  Then  you  take  the  percentage  of  the  actual  surplus  to  the 
estimated  surplus,  do  you?    A.  Yes,  sir. 

Q.  In  other  words,  you  find  out  in  the  case  of  the  twenty-year 
policies  what  percentage  seventy-two  is  of  196.2?    A.  Yes. 
148 
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Q.  As  you  Jiad  found  that  according  to  your  calculation  of  the 
surjilus  at  the  end  of  the  policy  year,  the  surplus  was  72  per  cent, 
of  the  reserve  at  that  time,  and  that  the-  hypothetical  surplus  was 
19Q.2  of  tlie  hypothetical  reserve  at  that  time,  you  then  calcu- 
lated that  the  72  per  cent,  was  36.7  of  the  196.2?    A.  Yes. 

Q.  And  that  36.7  per  cent,  you  then  used  in  determining  the 
amount  of  the  actual .  surplus  that  yoif  would  apportion  to  the 
particular  policies  of  the  classes  stated,  is  that  right?  A.  That  is 
right. 

Q.  Now,  under  this  head  of  twenty  you  have  included  all 
policies  of  whether '  ten,  fifteen  years  or  twenty,  have  you  not  ? 
A.  ISo,  that'  is  only  twenty-year  policies. 

Q.  Have  you  not  got  fifteen-year  tontine  savings  fund  poUoies  ? 
A.  The  last  one  matured  in  1901. 

Q.  So  that  you  have  had  no  policies  of  that  class  except  south- 
ern, tropical  and  twenty-year?     A.  That  is  all. 

Q.  In  the  southern  class  are  they  all  twenty  years?    A.  Yes,  sir. 

Q.  And  the  tropical  ditto?    A.  Yes. 

Q.  "What  does  southern  class  ^lean?  A.  It  was  a  name  given  hy 
the  old  actuary,  Mr.  Phillips,  to  policies  which  resided  in  certain 
parts  of  the  South. 

Q.  Southern  part  of  the  United  States  ?    A.  The  extreme  South. 

Q.  And  also  Mexico?  A.  No,  rather  about  half  the  Southern 
States. 

Q.  And  the  tropical  means  tropical,  I  suppose  ?  A.  Yes,  that 
is,  south  of  the  United  States. 

Q.  Now,  we  ha-ve  found  that  after  jou  got  your  surplxis  worked 
out;  for  the  policies  maturing  in  1904,  and  ascertained  the  per- 
centage that  that  surplus  was  of  the  reserve  at  that  time  you  then 
compared  it  with  certain  estimates,  I  mean  with  certain  estimated 
or  hypothetical  surpluses  and  reserves.  Where  did  you  get  your 
hypothetical  reser\'e^,  or  hypothetical  surplus?  A.  In  that  par- 
ticular case,  do  you  mean? 

Q.  Well,  take  it  generally.  A.  Well,  in  that  particular  case, 
the  hypotheses  were  based  upon  the  origiinal  estimate  made  in  1871 
under  the  authority  of  Shepard  Homans,  who  was  counted  at  that 
time,  probably,  the  most  distinguished  actuary  in  the  country. 

Q.  What  we  have  found  you  did  in  Exhibit  No.  913,  is  what 
you  have  done  for  many  years  in  regard  to  the  various  classes 
of  tontine  policies,  the  only  difference  being  in  the  amounts  set 
down?    A.  Yes. 
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Q.  Opposite  tlie  various  items  in  connection  with  the  classes? 
A..  Yes. 

Q.  But  the  method  has  been  the  same  ?    A.  Yes. 

Q.  Tor  how  many  years  ?    A.  About  thirty  years. 

Q.  So  that  what  you  have  done  in  effect  is  to  compare  the  sur- 
plus as  you  have  calculated  it  with  Shepahr  Homans'  estimate? 
A.  That  is  on  the  savings  fund  policy. 

Q.  Qn  the  savings  fund  policies?  A.  I  made  my  own  hypo- 
theses^n  semi  and  free  tontines. 

Q.  When  did  you  make  your  own  hypotheses  on  semi  and 
free  toutines  ?  A.  Well,  I  made  them  nearly  twenty  years  ago, 
say  seventeen  or  eighteen  years  ago. 

Q.  So  the  hypotheses  with  which  you  have  compared  your  cal- 
culations annually  are  those  made  by  Shepard  Homans  in  1871, 
in  the  case  of  savings  fund  policies  and  those  made  by  you  about 
twenty  years  ago  in  the  case  of  semi  and  free  tontine  policies? 
A.  Yes,  sir. 

Q.  And  these  are  the  hypothetical  data  which  you  used?  A. 
Yes,  sir. 

MR.  HUGHES :  I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  No.  914.) 

MR.  HUGHES:  These  will  appear  in  the  record  and  I  will 
not  read  it  further  than  to  say  that  they  show  the  rate  of  interest, 
rate  of  expense,  rates  of  mortality  for  certain  years  and  per- 
centage of  lapses.  The  first  table  being  that  with  regard  to  ton- 
tine, or  used  in  connection  v^ith  savings  fund  policies  on  the  basis 
—  or  showing  Shepard  Homans'  estimate. 

THE  WITISTESS :  I  might  explain,  Mr.  Hughes,  that  Shepard 
Homans  made  estimates  to  make  larger  figures  than  those,  but 
I  suggested  their  being  cut  down. 

Q.  Well,  these  are  the  figures  which  originated  in  1871  ?     A. 

Yes. 

Q.  That  you  have  used  since  that  time  ?    A.  Yes,  sir. 

Q.  For  example,  on  the  savings  fund  policy,  Shepard  Homans 
calculated  that  the  rate  of  interest  earned  would  be  6  per  cent. 
on  investments?    A.  Yes,  sir. 
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Q.  He  calculated,  or  rather  estimated,  that  the  rate  of  expense 
would  be  12^  per  cent.  Twelve  and  a  half  per«cent.  of  what?  A. 
Of  the  premium.  ^ 

Q.  He  estimates  the  rate  of  mortality  based  on  the  American 
Experience  Table  with  the  50  per  cent,  first  year,  60  per  cent, 
second  year  and  70  per  cent,  third  year,  and  all  subsequent  years 
80  per  cent.,  and  he  estimated  that  on  these  policies  there  would 
be  certain  percentages  of  lapses  ■which  are  stated  here?    A.  Yes. 

Q.  Then  you,  about  twenty  years  ago,  made  estimates*  to  be 
used  in  connection  with  semi  and  free  tontine  policies,  where  you 
calculated  the  rate  of  interest  four  and  one-half  per  cent?  A. 
Yes. 

Q.  The  rate  of  expense  about  50  per  cent,  first  year,  10  per 
cent,  subsequent  years,  and  that  t'le  mortality  on  policies  with 
ten-year  periods  would  be  75  per  cent,  the  first  year,  and  subse- 
quent years  100  per  cent.,  and  the  mortality  55  per  cent,  the  first 
year  and  60  per  cent,  the  second  year,  70  per  cent,  the  third  year 
and  100  per  cent,  subsequent  years,  and  the  mortality  on  policies 
with  twenty-year  periods,  first  year,  50  per  cent.,  second  year 
66  2-3  per  cent.,  third  year  33  1-3  per  cent.,  and  subsequent  years 
100  per  cent.,  and  then  you  stated  what  you  estimated  the  lapses 
would  be  on  these  policies  ?     A.  Yes. 

Q,  Then  you  have  a  third  table  which  shows  ratios  used  in 
the  hypothetical  calculations  with  the  guaranteed  cash  value 
policies.     That  you  made  up  yourself  ?     A.;  Yes. 

Q.  In  the  case  of  guaranteed  cash  value  policies  you  went 
through  the  same  method  of  determining  what  you  believed  the 
actual  surplus  was  and  compared  that  with  the  hypothetical  sur- 
plus which  would  have  been  realized  had  the  event  happened  in 
accordance  with  those  hypotheses?     A.  Yes. 

Q.  When  did  you  make  up  those  hypotheses  to  be  used  in 
connection  with  guaranteed  cash  value  policies?  A.  Three  or 
four  years  ago. 

Q.  When  they  were  first  issued?  A.  No,  some  time  after 
they  were  issued. 

Q.  And  you  made  estimates  of  suzrenders  and  lapses  in  con- 
nection with  those?    A.  Yes. 

Q.  ISTow  to  show  how  widely  the  difference  has  been  between 
the  actual  surplus  and  the  estimated  surplus  in  accordance  with 
Shepard  Homans'   estimate  on  savings  funds  tontine  policies, 
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are  we  right  in  assuming  from  your  table,  Exhibit  913,  that  you 
calculated  the  surplus  on  July  13,  1904,  on  twenty  year  policies 
to  be  $1,195,655  for  distribution?     A.  Yes. 

Q.  And  that  according  to  Shepard  Homans'  estimate  the 
amount  would  have  been  $3,196,Y42  ?     A.  Yes. 

Q.  That  is  right,  is  it  not?     A.  Yes,  sir. 

Q.  It  was  found  that  the  reserve  in  those  policies  would  have 
amounted  to  $1,661,058  at  the  end  of  the  average  policy  year  on 
July  1,  1904,  and  the  estimate  according  to  Shepard  Homans 
would  have  been  $1,079,295  ?     A.  Yes,  sir. 

Q.  So  that  was  I  not  in  error  a  moment  ago  in  comparing  the 
surplus  of  $1,195,655  with  the  estimated  funds  of  $3,196,Y42  ? 
I  should  have  compared  that  with  the  surplus  of  $2,117,447, 
should  I  not?  A.  It  is  better  to  compare  the  percentages,  for 
it  is  found  the  policies  kept  in  force  much  better  than  he  had 
estimated. 

Q.  What  I  meant  a  moment  ago,  I  think  I  made  an  error  in 
comparison  of  the  funds.  I  found  the  surplus  as  of  July  1,  1904, 
of  20  year  policies  of  the  tontine  savings  fund  class  to  be  $1,- 
195,655,  and  according  to  Shepard  Homans  it  would,  have  been 
$2,117,447?     A.  Yes,  that  is  right. 

Q.  ISTow,  theti,  having  reached  the  point  where  you  could  make 
a  comparison  between  your  results  and  Shepard  Homans'  esti- 
mates, then  you  took,  as  we  have  seen,  the  percentage  which  the 
surplus  was  of  the  reserve  in  the  one  case  and  compared  it^with 
the  percentage  of  the  reserve  in  the  other  case,  taking  the  per- 
centage the  former  was  of  the  latter  and  then  applied  it  to  all  the 
policies  of  the  class  ?    A.  To  the  estimates  of  the  policies,  yes. 

Q.  ISTow,  you  applied  it  to  what  estimates,  Shepard  Homans' 
in  the  case  of  savings  tontine  policies?     A.  Yes. 

Q.  In  other  words  you  made  this  comparison  with  Shepard 
Homans'  estimates  in  total  in  order  to  get  the  percentage  which 
you  could  use  in  figuring  out  the  proportion  of  Shepard  Homans' 
estimates  in  detail  which  you  could  give  to  the  particular  policy- 
holders?    A.  Yes. 

Q.  So  that  if  you  found  in  looking  up  a  particular  policy  that 
Shepard  Homans'  estimate  that  a  man  would  get  $100  you  would 
give  him  36.7  per  cent.?     A.  Yes. 

Q.  Or  $36.70?     A.  Yes. 

Q.  Because  36.7  per  cent,  was  the  percentage  in  effect  of  the 
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calculation  whicll  your  calculated  pei'centage  of  reserve  Avas  to 
Shepard  Homans'  hypothetical  percentage  of  reserve?     A.  Yes. 

Q.  Now  that  resulted  in  this  way,  that  no  matter  what  the  gain 
had  been  on  these  particular  classes  of  policies,  or  whether  they 
had  been  derived  from  one  source  or  another,  the  policyholder 
got  in  that  particular  class  of  policies  36.7  per  cent,  of  Shepard 
Homans'  estimates,  did  he  not?  A.  Yes,  sir,  but  included  gains 
from  all  sources.  • 

Q.  Of  course  it  did,  but  those  gains  varied  in  amount  and  ex- 
tent, did  they  not?     A.  Oh,  yes. 

Q.  Certainly.  For  example,  the  mortality,  has  been'  about  ■w'hat 
was  expected,  has  it  not  ?    A.  It  has  been  larger  than  he  estimated. 

Q.  Has  there  been  as  much  difference  in  the  mortality  results  as 
there  has  been  in  interest  results?     A.  ISTo. 

Q.  Has  there  been  as  much  difference  in  mortality  results  as 
there  has  been  in  gain  from  lapses  ?     A.  No,  I  think  not. 

Q.  In  other  words,  he  "was  much  nearer  the  truth  in  his  esti- 
mates so  far  as  gains  from  mortality  were  concerned  than  in  any 
other  respect?     A.  Yes. 

Q.  Now,-  policies  of  the  class  to  which  you  applied  this  36.7 
per  cent,  differ  with  regard  to  the  proportion  of  the  gains  to 
which  they  are  entitled  according  to  gains  in  mortality  and  gains 
in  interest,  do  they  not?  A.  The  gains  have  never  been  separated. 
I  don't  know  of  any  such  separation  made  by  any  company. 

Q.  Whether  made  by  any  company  or  not,  what  I  am  getting 
at  is  whether  you  give  policyholder  A  36.7  per  cent,  of  Shepard 
Homans'  estimate,  regardless  of  the  fact  that  policyholder  A  may 
not  be  entitled  to  the  same  percentage  of  mortality  gains  as  policy- 
holder B.  ^  Is  not  that  so  ?  A.  Oh,  no ;  we  never  separate  to  find 
out  how  much  one  man  gets  in  mortality  gain. 

Q.  That  is  exactly  what  I  am  getting  at.  A.  They  are  in  a 
class  always. 

Q.  You  give  the  same  percentage  of  Shepard  Homans'  esti- 
mates no  matter  from  what  the  gain  which  you  are  actually  di- 
viding may  have  originated  ?     A.   Certainly. 

Q.  Is  it  not  a  fact  that  your  sources  of  gains  are  from  loading,. 
mortality,  interest  and  lapses  ?    A.  Yes. 

.  Q.  Is  not  the  proportion  of  gain  from  each  of  these  different' 
under  ordinary  life,  limited  payment  life  and  endowment  poli- 
cies ?    A. "  Not  necessarily. 
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_Q.  Well,  it  is  frequently,  is  it  not  ?    A.  Oh>,  yes,  it  is.. 

Q.  For  example,  in  the  ordinary  life  there  is  much  more 'actual 
insurance,  as  you  call  it,  than  in  the  case  of  endowment  ?    A.  Yes. 

Q.  Consequently  the  gains  on  mortality  are  larger,  I  believe? 
A.  !N^ot  necessarily. 

Q.  Why,  does  not  a  larger  proportion  of  the  surplus  in  ordi- 
nary life  cases  comie  from  mortality  gains  than  in  endowment 
cases?  A.  JSTo,  the  percentage  varies.  You  mind  that  the  rate 
on  ordinary  life  policies  is  usually  considered  a  little  higher — ^the 
higher'  the  premium  paid  the  lower  the  rate  of  mortality. 

Q.  Well,  the  reserves  are  larger  in  endowments,  are  they  not  ? 
A.  Oh,  yes. 

Q.  And  the  reserve  being  larger,  the  actual  insurance  carried 
by  the  company  is  smaller  in  endowments  ?    A.  Yes. 

Q.  And  it  necessarily  follows,  does  it  not,  that  the  policyholder 
Avith  an  ordinary  life  policy  would  share  differently  in  mortality 
gains  than  the  endowment  policyholder  ?  A.  I  don't  think  it  nec- 
e!5sarily  follows  at  all.  But  that  is  all  taken  into  consideration  in 
making  up  the  figures. 

Ql  How  is  it  taken  into  consideration  when  you  take  36. V  per 
cent,  of  Shepard  Homans'  estimate  which  is  based  upon  a  cer- 
tain rate  of  interest,  and  certain  mortality  gain,  and  a  certain 
lapsed  gain,  so  that  you  assume  that  each  one  of  these  partictilar 
men  are  entitled  to  share  in  the  gain  in  exactly  the  same  propor- 
tion that  these  various  factors  of  Shepard  Homans'  bear  to  each 
other  ?  Is  not '  that  so  ?  A.  IsTot  exactly.  I  think  those  factors 
are  taken  into  consideration  in  making  up  the  original  estimate. 
They  are  made  up  on  an  exact  calculation. 

Q.  What  original  calculation  do  you  mean,  Shepard  Homans^  ? 
A.  Yes^  as  shown  by  those  Sgures  there. 

Q.  Shepard  Homans  assumes  a  six  per  cent,  rate  of  interest  ? 
A.  Yes,  sir. 

Q.  As  a  matter  of  fact,  you  did  not  earn  six  per  cent,  or  any- 
where near  it  ?    A.  ISTo. 

Q.  So  that  your  gains  from  interest  were  far  less  than  Shepard 
Homans  estimated  them  ?    A.  Yes. 

Q.  But  your  gains  from  mortality  were  much  clo°er  to  Shepard 
Homans'  estimate  than  your  gains  from  interest.  Is  not  that  so  ? 
A.  The  proportion  is  closer.  I  don't  know  whether  the  amount  is 
closer,  but  the  proportion  is  closer. 


4:112  Legislative  Insurance  Investigation. 

Q.  In  the  case  of  an  ordinary  life  policy,  if  you  were  dividing 
tip  gams  exactly  according  to  the  relation  that  each  policy  bore 
to  every  other  policy,  you  vi^ould  not  give  the  ordinary  life 
policyholders  the  same  percentage  of  mortality  gain  that  you 
would  do  the  endowment  policyholders.  And  if  the  variation 
from  Shepard  Homans'  estimate  differs  in  the  case  of  interest 
more  widely  than  in  the  case  of  mortality  gains,  and  you  give  the 
same  percentage  to  every  policyholder  of  Shepard  Homans'  esti- 
mate, are  you  not  necessarily  ignoring  the  distinctions  that 
should  obtain  between  the  different  classes  of  policies  ?  A.  I  do 
not  think  so. 

Q.  Why  not  ?  A.  I  consider  tbat  in  any  company,  say,  a  minute 
separation  of  the  kind  you  suggest  is  practically  impossible. 

Q.  I  do  not  care  whether  it  is  possible  or  not.  Let  us  deal  with 
it  as  a  matter  of  theory  first  without  reference  to  practical  ap- 
plication of  it.  Is  it  not  perfectly  manifest  that  you  cannot  take 
36.7  per  cent,  of  Shepard  Homans'  estate  and  apply  it  to  aall 
classes  of  policies  regardless  of  the  fact  that  the  actual  interest 
differs  from  Shepard  Homans'  estimate  in  one  ratio,  the  mortality 
gains  differ  from  Shepard  Homans'  in  another  ratio,  the  lapse, 
gains  differ  from  Shepard  Homans'  in  still  a  different  ratio,  and 
still  you  apply  the  same  percentage  of  Shepard  Homans'  estimate 
to  the  different  policies  regardless  of  the  fact  that  they  should 
share  in  these  gains  differently  according  to  their  provisions  ? 
Now,  is  not  that  so,  as  a  matter  of  theory  ?    A.  I  think  not. 

Q.  Why  not  ?  A.  I  tbink  a  separation  of  that  kind  is  practically 
impossible. 

Q.  Don't  tell  me,  please,  it  is  practically  impossible.  We  will 
come  to  that  in  a  minute.  Am  I  not  right,  as  a  matter  of  theory, 
that  you  could  do  it  ?    A.  You  may  be  light  as  a  matter  of  theory. 

Q.  JSTow,  being  right  as  a  matter  of  theory,  the  difficult  thing 
about  it  was  that  you  established  your  surplus  without  reference 
to  policy  accounts  kept  with  the  policies  themselves,  and  then  had 
to  go  back  to  make  your  comparison  with  Shepard  Homans' "old 
estimate,  and  then  you  could  not  do  anything  else  but  take  the 
percentage  of  Shepard  Homans'  estimate?  Is  not  that  the  prac- 
tical difficulty?  A.  The  practical  difficulty  is  that  no  separation 
can  be  kept  as  to  sources  of  profit.    It  never  has  been  kept  by  any 

company,  to  my  knowledge.    If  you It  is  so  much  from  one 

source  and  so  much  from  another. 
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Q.  Do  you  know  any  other  company  ttat  takes  these  old,  es- 
timates of  Shepard  Homans  and  reaches  the  percentage,  and  takes 
the  percentage  of  those  estimates  in  the  way  you  do  ?  A.  I  do  not. 
I  don't  think  there  are  any  two  companies  that  adopt  the  same  glan 
in  apportionment  of  dividends. 

Q.  In  other  words,  why  should  not  you  when  you  find  out  that 
your  rate  of  interest  is  a  certain  rate,  that  is  to  say,  that  your 
gains  from  interest  are  a  certain  amount,  distribute  those  gains 
without  any  reference  to  what  Shepard  Homans  may  have  calcu- 
lated in  1871  ?  A.  I  consider  it  a  matter  of  equity.  I  should  ex- 
plain that  those  estimates  were  not  used  after  1878.  It  was  simply 
used  in  that  calculation.     They  were  not  given  to  policyholders. 

Q.  I  understand;  it  is  of  no  importance  whether  any  policy- 
holder ever  heard  of  them  at  all,  assuming  the  method  is  as  dis- 
closed. I  am  not  imputing  to  you  that  you  have  distributed  or 
represented  anything  from  them,  but  I  want  to  get  at  the  method. 
A.  I  want  to  say  that  I  think  it  is  a  matter  of  equity.  A  man  is 
told  he  will  probably  get  a  profit  of  sixty  dollars.  I  do  not  care 
what  source  it  comes  from.  It  is  found  his  profit  will  be  only 
forty  dollars ;  it  is  proper  he  should  get  two-thirds  without  inquir- 
ing as  to  the  particular  sources  that  profit  comes  from,  whether 
from  celling  one  class  of  goods  or  another. 

Q.  But  when  you  find  out  in  1903  you  have  made  certain 
gains  from  interest,  certain  gains  from  mortality,  lapses  and 
loadings,  why  don't  you  distribute  those  gains  among  your  policy- 
holders without  comparing  your  totals  with  the  theoretical  or 
hypothetical  total  of  Shepard  Homans,  and  then  take  a  per- 
centage based  upon  the  comparison  and  work  back  to  the  policies  1 
Why  not  distribute  that  among  the  policies  ?  A.  I  say  it  is  prac- 
tically impossible. 

Q.  "Why  should  it  be  any  more  impossible  to  make  an  exact 
calculation  for  the  purpose  of  distributing  your  annual  gains 
than  for  Shepard  Homans  to  make  a  hypothetical  calculation  for 
the  purpose  of  distributing  hypothetical  gains?  A.  I  will  say  I 
think  it  is  fair  to  say  when  you  represent  to  people  that  they  will 
probably,  or  possibly,  get  a  certain  amount  of  profit,  that  they 
should  get  the  percentage  as  shown  by  our  actual  experience. 

Q.  You  have  worked  out  all  your  ratios  in  progressing  the 
fund  from  year  to  year,  have  you  not  ?    A.  Yes,  sir. 

Q.  Why  don't  you  apply  them,  then,  instead  of  going  back  to 
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these  hypotheses  of  Mr.  Homans?  A.  Because  the  percentage 
is  maintained  the  same.  For  instance,  in  18T8,  we  published 
figures,  seventy-five  per  cent,  of  the  original  figures.  -In  1883  we 
published  figures  which  took  another  percentage.  But  they  were 
all  based  upon  the  original;  therefore,  for  convenience  in  this 
calculation,  I  based  them  on  the  original. 

Q.  When  you  made  up,  in  1904,  the  calci*?ations  for  the  pol- 
icies maturing  in  1905  you  adopted  the  same  method,  and  this 
sheet  shows  the  calculation  (handing  paper)  ?     A.  Yes. 

Q.  And  'the  percentages  at  the  bottom  of  the  sheet  were  used 
in  the  various  classes  of  policies  by  taking  those  percentages  of 
the  .estimate  of  the  hypothetical  surpluses  that  were  taken  out -in 
thfi  manner  you  have  stated  by  Shepard  Homans  and  yourself? 
A.  Shepard  Homans  iad  nothing  to  do  except  with  the  savings 
fund ' 

Q.  That  is  what  I  understand.  I  did  not  intend  to  apply  it  to 
anything  else,  but  to  make  it  comprehensive,  his  and  yours.  A. 
Yen. 

ME.  HUGHES:   I  offer  that  paper  in  evidence. 

(Paper  marked  Jlxhibit  ISTo.  915.) 

(Exhibit  No.  915  will  be  found  in  Book  of  Exhibits.) 

Q.  And  this  is  a  similar  calculation  for  the  policies  mataring 
in  1906?    A.  Yes. 

ME.  HUGHES:   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  ISTo.  916.) 

(Exhibit  No.  916  will  be  found  in  the  Book  of  Exhibits.) 

Q.  And  these  are  th€  data  (handing  papers)  for  the  calcula- 
tions stated  on  these  sheets  ?  A.  They  are  the  data  for  the  .com- 
plete calculations  of  the  fund. 
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Q.  In  the  upper  part  of  the  sheet  by  which  you  reach  the 
fund  which  you  believe  will  be  on  hand  at  the  end  of  the  period? 
A.  That  is  an  actual  positive  calculation  of  course.  This  one 
is  made  to  obtain  the  results.  This  is  an  actual  calculation  of 
the  fund  made  ,and  carried  from  year  to  year  in  the  boots,  you 
know. 

Q.  These  are  the  ratios  at  which  you  progress  the  fund  from 
year  to  year?    A.  Yes. 

Q.  Taking  a  certain  amount  for  interest  and  profit  and  loss? 
A.  Yes. 

Q.  As  you  bring  forward  the  fund  from  year  to  year?  A. 
Yqs,  sir. 

ME.  HUGHES:    I  offer  this  paper  in  evidence. 

(Paper  marked  Exhibit  No.  917.) 

(Exhibit  No.  917  wiE  be  found  in  the  Book  of  Exhibits.) 

Q.  ilortality  is  not  included  in  this  last  Exhibit  No.  917 — 
what  do  you  use  for  mortality?  A.  I  simply  take  the  actual 
facts,  subtract  the  actual  death  losses  paid. 

Q.  Now,  you  make  up  a  statement  each  year  as  of  December 
31st,  which  shows  the  amount  of  the  total  surplus,  on  the  basis 
of  which  you  have  made  the  distribution  for  that  year?  A. 
No. 

Q.  Do  you  make  up  a  statement  of  your  surplus  each  year 
ioi  deferred  dividend  purposes?  A.  That  you  have  in  your 
hand  is  made  up  for  the  pmrpose  of  making  reports,  if  a  De- 
partment calls  for  them.  The  Departments  have  called  an-d  asked 
how  much  of  our  surplus  has  been  derived  from  deferred  dividend 
policies. 

Q.  This  is  the  one  for  December  31st,  1903  (handing  paper)? 

A.  Yes. 
ME.  HUGHES:    I  offer  it  in  evidence. 
(Paper  marked  Exhibit  918.) 
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Q.  And  this  is  the  one  for  1904  of  a  similar  nature?    A.  Yes. 

MR.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  919.) 

Mr.  Hughes  then  read  Exhibits  918  and  919. 

Q.  Your  unassigned  funds  or  surplus  exclusive  of  capital  stock 
as  reported  to  the  Department  of  the  State  of  E'ew  York  on 
December  31st,  1904,  was  $80,394,861.31.  Your  surplus  less 
unadmitted  assets  as  of  the  same  date  as  shown  by  this  state- 
ment you  have  furnished  the  Committee  is  $69,439,272.  What 
is  the  explanation  of  the  difference?  A.  The  difference  is  the 
surplus  derived  from  other  forms  of  policies  and  not  on  the  de- 
ferred dividend  plan. 

Q.  What  other  forms  of  policy?  A.  Policies  with  annual  divi- 
dends and  policies  without  participation  in  profits. 

Q.  How  can  you  derive  any  surplus  from  annual  dividend  poli- 
cies?   A.  Why,  from  the  same  source  as  deferred  dividends.    Bal- ' 
ances 

Q.  Are  you  not  disposed  to  distribute  your  surplus  from  annual' 
dividend  policies?  A.  Not  the  entire  surplus — no  company  does 
that 

Q.  How  have  you  determined  what  surplus  gained  from  pre- 
miums paid  on  annual  dividend  policies  should  be  distributedl  A. 
How  do  we  determine  it? 

Q.  Yes,  what  proportion  have  you  distributed?  A.  Eor  some 
years  we  have  distributed  about  the  annual  earnings,  about  the 
annual  average  earnings. 

Q.  Then  this  surplus  from  annual  dividend  policies  was  accu- 
mulated years  ago?    A.  Most  of  it,  yes. 

Q.  None  of  it  has  been  accumulated  in  recent  years?  A.  Well, 
I  say  it  might  some  years  decrease  a  little  and  some  years  increase 
a  little  because  the  annual  business  has  not  varied  much.  Nearly 
all  of  our  business  has  been  on  the  deferred  dividend  plan. 

Q.  How  much  of  this  difference  of  about  $11^000,000 A. 

It  is  about  $10,000,000,  I  think.    I  think  that  included  the  unad- 
mitted assets  of  $80,000,000. 
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Q.  The  unadmitted  assets  of  $80,000,000?  A.  Yes,  I  think  it 
IE  less  with  the  unadmitted  assets  taken  out. 

Q.  Well,  $10,000,000.  How  much  of  that  was  the  surplus  ac- 
cumulated on  annual  dividend  policies?  A.  Why  I  think  the 
large  majority— probably  $9,000,000  of  it. 

Q.  Then  when  was  it  that  the  $9,000,000  was  accumulated,  or 
when  was  it  that  the  gains  on  annual  dividend  policies  reached  an 
aggregate  of  about  $9,000,000?  A,  I  think  about  five  or  six  years 
ago. 

Q.  And  up  to  five  or  six  years  ago  you  had  not  distributed  any 
annual  dividends — ^in  annual  dividends  all  the  gains  in  policies  of 
that  sort?    A.  ISTo. 

Q.  But  since  that  time  you  have?  A.  I  think  we  have  dis- 
tributed the  average  earnings. 

Q.  Well,  does  not  that  amount  to  a  very  serious  discrimination 
as  between  annual  dividend  policies?  Some  of  them  in  years  back 
have  not  got  the  annuaLdividends,  but  $9,000,000  have  been  ac- 
cumulated, and  those  in  recent  years  have  got  all  the  gains  with- 
out any  accumulations  by  the  company  ?    A.  'Ho,  I  think  not. 

Q.  How  can  you  avoid  that  conclusion?  A.  I  think  it  is  neces- 
sary to  accumulate  a  surplus  fund  to  make  a  safety  fund  before  you 
can  distribute  everything.  You  have  to  have  a  margin  of  safety. 
If  principal  is  more  important  than  interest  then  safety  and  life 
insurance  is  more  important  than  dividends. 

Q.  If  I  had  gone  into  your  company  and  taken  an  annual  divi- 
dend policy  five  years  ago  no  part  of  the  gains  of  my  policy  would 
have  been  withheld  by  the  Society?    A.  No. 

Therefore  I  would  have  been  benefited,  because  those 
who  went  into  the  company  and  took  annual  dividend  policies 
fifteen  years  ago  had  for  ten  years  part  of  their  g^ins  on  poli- 
cies accumulated  to  give  the  Society  strength?  A.  ISTo,  we 
have  done  the  thing  on  about  the  same  "principle.  We  have 
kept  the  surplus  of  about  ten  per  cent.,  so  we  have  shown  no 
oartiality  between  the  policies.  We  have  aimed  to  have  a  sur- 
plus of  about  ten  per  cent,  of  the  reserve. 

Q.  But  the  point  is  in  the  last  five  or-  six  years  you  have  not 
reserved  anything  out  of  the  gains  on  annual  divideijd  policies 
;o  add  to  your  surplus?  A.  I  am  not  positive  of  the  year  without 
joing  back  to  look  up  the  figures. 

Q,  Well,  approximately?     So  the  result  is  that  an  anmial 
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dividend  policyliolder  who  took  his  policy  five  or  si:^  years-  ago 
has  not  had  his  gains  depleted  to  any  considerable  extent,  ill 
order  to  build  up  the  resources  of  the  Society.  Is  not  that  so?  A. 
Perhaps  so.- 

Q.  But  the  annual  dividend  policyholders  prior  to  that  time 
did  have  their  gains  depleted  to  some  extent  to  add  to'  the  re- 
sources of  the  Society,  is  not  that  so?  A.  Not  simply  to'  the 
resources,  but  to  make  a  safety  fund. 

Q.  "Well,  whatever  the  purpose  was?  A.  To  make  a  safety 
fund,  yes. 

Q.  Then  about  one  million  dollars  additional  ha;s_  been  ac- 
cumulated on  non-participating  policies?  A.  "Well,  that  is  a 
rough  estimate.  I  have  kept  no  separate  account.  I  would  not 
say  how  much. 

Q.  How  do  you  know  that  it  approximates  one  million  dol- 
lars if  you  have  kept  no  separate  account?  A.  I  think  it  is  less 
than  that.  I  said  nine  million  dollars.  "We  have  never  kept  any 
account  to  show. 

Q.  "Which  would  be  the  gain,  the  amount  held  for  annual 
dividends?      A.  'The   amount    derived 

Q.  I  mean  the  amount  derived  from  annual  dividend  policies  ? 
A.  Yes. 

Q.  Then  is  it  the  position  of  the  Equitable  or  of  yourself  as 
actuary  that  the  existing  policyholders  of  the  company  have 
no  interest  in  that  ten  million  dollars  over  and  above  the  $&9,- 
000,000  less  unadmitted  assets  existing  on  December  31st,  1904, 
as  surplus?    A.  I  think  they  all  have  an  interest  in  it. 

Q.  How  can  they  possibly  get  it  under  the  theory  that  this 
amount  was  accumulated  on  annual  dividend  policies  to  the 
extent'of  ten  million  dollars  more  than,  say,  five  years  ago? 
A.  Well,  I  say  I  think  it  is  needed  for  protection.  We  ha'\'"e 
just  had  an  example  of  that  in  the  reduction  of  our  assets-  greatly, 
of  the  necessity  of  having  a  fund  of  that  kind  for  safety. 

Q.  I  am  not  at  all  for  the  moment  questioning  the  accuracy 
of  that  observation,  but  what  I  want  to  find  out  now  is  whether' 
as  a  matter  of  fact,  without  regard  to  the  necessity  for  it,  the 
gains  accumulated  on  the  annual  dividend  policies  prior  to  five 
years  ago  are  gains  in  which  any  existing  policyholders  have 
an  interest  or  which  will  be  distributed  to  those  who  made  the 
gains  possible?  A.  Yes,  I  believe  the  majority  of  themin  fowse 
five  years  ago  are  still  in  force. 
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Q.  But  tHose  that  are  not  in  force  will  never  see  any  of  it?  A. 
No. 

Q.  And  there  is  no  present  suggestion  of  distributing  any 
part  of  that  nine  million  dollars  to  the  annual  dividend  policy- 
holders?   A.  It  is  distributed '  just  as  fast  as  it  is  safe  to  do  so. 

Q.  Well,  you  are  distributing  the  gains  per  annum?  A.  On  the 
average,  yes,  sir.  ' 

Q.  You  are  not  distributing  anything  in  excess  of  those  gains? 
Ai  We  may  increase  it  if  there  is  an  increase  in  annual  dividend 
business.     We  may  have  to  increase  the  fund. 

Q.  Is  it  not  a  fact  that  when  you  distributed  it  John  Kobinson 
will  get  what  John  Doe  contributed?  A.  Well,  it  is  very  hard  to 
go  into  the  niceties  of  those  things,  Mr.  Hughes. 

Q.  I  understan'd,  but  that  is  the  result,  is  it  not,  inevitably?  A. 
Yes,  it  is  the  result  in  all  companies. 

Q.  ITow,  the  $69,000,000  as  shown  by  your  statement  Exhibit 
919  is  what  you  calculate  to  be  the  amount  held  for  deferred  divi- 
dend policies?  A.-  You  might  call  it  that.  It  is  the  amount  de- 
rived from  their  payments. 

Q. .  Yes,  that  is  more  accurate,  because  there  is  nothing  held  for 
them?     A.  ISTo. 

Q.  As  I  understand  it,  your  company  takes  the  position  thai" 
the  obligation  to  policyholders  is  a  matter  of  contract,  and  it  is  a 
part  of  the  contract  that  the  amount  to  be  distributed  shall  be 
such  as  the  directors,  in  their  judgment,  shall  determine?  A. 
You,  as  a  lawyer,  can  determine  the  contract  better  than  I  can. 

Q.  I  am  speaking  not  of  my  determination,  but  of  the  position 
of  the  company.  A.  We  have  promised  all  that  they  would  have 
— ^their  proper  share  at  the  end  of  the  period. 

Q.  An  equitable  share  as  determined  in  good  faith  ^  and  by  the 
necessities  of  the  business  as  determined  by  the  trustees  of  the 
Equitable  Society.  That  is  it,  is  it  not?  A.  That  is  substan- 
tially it. 

Q.  How  could  you  get  at  this  amount  of  $69,000,000  as  gains 
from  deferred  dividend  policies?  Is  this  the  aggregation  of  these 
items  of  yearly  gains  on  deferred  dividend  policies  which- you  have 
calculated  in  the  manner  you  have  described?     A.  Yes,  sir. 

Q.  So  that  starting  back  when  you  began  that  method  of  cal- 
culation the  total  of  the  amounts  of  the  surplus  ascertained  for 
distribution  among  all  the  deferred  dividend  policies— those  ex- 
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piring  at  the  time,  and  those  not  yet  maturing  would  be  equal  to 
the  amount  of  the  surplus  as  you  then  determined  it,  gained  from 
such  policies?     A.  Yes. 

Q.  And  that  you  brought  forward  from  year  to  year  until  1904 
— it  aggregates  this  $69,000,000  after  deducting  unadmitted  as- 
sets?   A.  That  is  19'03. 

Q.  Well,  this  is  of  December  31,  1904.  A.  "Well,  it  was  about 
$80,000,000 

Q.  I  am  talking  now A.  Yes,  that  is  right.  I  was  think- 
ing of  the  total  surplus. 

Q.  No,  I  am  talking  of  the  gain  from  deferred  dividends.  A. 
Yes,  that  is  right. 

Q.  You  have  said  there  has  been  a  reduction  by  revision  of 
your  values  in  the  amount  of  the  surplus  of  the  Society  by  going 
over  the  securities'?    A.  Yes,  sir. 

Q.  And  putting  a  very  conservative  valuation,  as  I  understand 
it,  upon  them?    A.  Yes. 

Q.  And  that  points,  in  your  judgment,  to  the  propriety  of  there 
being  something  of  a  safeguard  in  the  way  of  fluctuation?  A. 
Yes. 

Q.  N'ow,  as  a  matter  of  fact,  the  deferred  dividend  policy- 
holders will  stand  seven-eighths  of  that,  will  they  not?  In  other 
words,  the  fact  that  the  surplus  on  a  conservative  valuation 
amounts  to  sixty-seven  million  dollars,  approximately,  does  not  in 
any  way  affect  jo\vc  calculation  of  the  surplus  at  the  end  of  1904 
of  sixty-nine  million  dollars.  The  latter  would  have  to  be  reduced 
proportionately,  would  it  not?  A.  The  reduction  would  be  made 
on  the  assets,  but  not  on  the  surplus. 

Q.  Exactly.  So  as  $80,000,000  is  to  $67,000,000  so  your  $69,- 
000,000  will  be  to  the  real  amount  gained  from  deferred  dividend 
policies  upon  the  corrected  valuation  of  assets  ?  A.  I  say  the  re- 
duction will  be  made  on  the  assets,  so  it  will  not  be  the  same  per- 
centage as  the  surplus. 

Q.  I  see.  But  it  is  stated  in  Mr.  Morton's  letter-  to  policyhold- 
ers, under  date  of  December  14,  that,  "  Over  and  above  all  lia- 
bilities the  surplus  is  $67,142,865.42,  about  seven-eighths  of  which 
is  a  fund  for  division  among  existing  deferred  dividend  policies  at 
the  end  of  their  accumulation  periods."  That  is  of  September  30, 
1905  ?    A.  Yes,  that  is  a  rough  estimate,  of  course. 

Q.  A  surplus  gained  from  deferred  dividend  policies  on  the 
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basis  of  Exliibit-919  would  amount  approximately  to  how  much 
as  of  September  30^  1905  ?  A.  I  would  have  to  make  an  estimate 
of  that.  I  am  inclined  to  believe  that  surplus  was  underrated.  I 
think  we  will  show  over  $70,000,000  at  the  end  of  the  year. 

Q.  Yes,  but  assuming  that  your  surplus  corrected  is  $67,000,000 
instead  of  upwards  of  $80,000,000,  then  the  amount  gained  from 
deferred  dividend  policyholders  will  be  about  seven-eighths  of 
$67,000,000  ?    A.  That  will  do  roughly. 

Q.  Instead  of  seven-eighths  of  $69,000,000  ?  A.-  That  will  do 
for  a  rough  calculation. 

Q.  In  other  words,  that  seven-eighths  was  your  figure,  was  it 
not?    A.  That  was  at  the  end  of  the  year. 

Q.  I  mean  you  gave  this  calculation  to  Mr.  Morton?  A.  iN'o,  I 
did  not  write  that,  or  have  anything  to  do  with  it. 

Q.  What  I  mean  is  this:  was  not  the  seven-eighths  suggested 
there  as  a  fund  for  division  among  existing  deferred  dividend 
policyholders  derived  from  the  fact  that  your  surplus  gained  from 
deferred  dividend  policyholders  at  the  end  of  last  year  was  about 
seven-eighths  of  the  total  surplus  ?  A.  I  think  it  likely  although 
I  had  nothing  to  do  with  the  writing  of  that  report. 

Q.  When  I  said  you  gave  those  to  Mr.  Morton  I  did  not  mean 
the  form  or  the  words,  but  I  meant  the  facts?  A.  I  think  that 
was  probably  made  up  from  the  figures. 

Q.  Are  these  books  now  shown  you  books  that  were  furnished 
to  the  Committee  by  yoiu-  department  ?  A.  I  have  no  doubt  they 
are. 

Q.  And  these  statements?    A.  Yes. 

MILES  M.  DAWSON,  resumed. 

BY  ME.  HUGHES: 

Q.  Have  you  examined  the  books  produced  by  the  Equitable, 
and  the  sheets  furnished,  which  have  just  been  identified  by  Mr. 
Van  Cise,  for  the  purpose'  of  comparing  estimates  with  actual  re- 
sults? A.  I  have,  except  that  the  first  book  there,  Mr.  Hughes, 
was  not  furnished -by  the  Equitable.  They  had  not  a  copy,  but  I 
wish  you  would  ask  Mr.  Van  Cise  if  he  recognizes  it. 

Q.  What  book  is  that?  A.  That  one.  (Indicating.)  That  is 
the  1871  estimate. 
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MR.  HUGHES:    Is  this  correct,  Mr.  Van  Cise? 

Q:  What  is  that  book,  Mr.  Dawson?    A.  The  1871  estimate. 
They  had  not  a  copy  at  the  Equitable  office. 

Q.  Of  what  company  ?    A.  The  Equitable  Life. 

MR.  HUGHES:  Is  that  right,  the  1871  estimates  of  the  Ec[tii- 
table? 


MR.  VAN  CISE:  I  have  no  doubt  it  is. 

Q;  Now,  Mr.  Dawson,  will  you  please  state  whether  these  tables 
of  comparison  that  appear  here  of  actual  results  compared  with 
the  tontine  estimates  of  1873,  with  the  estimates  of  1876,  with'  tlie 
estimatfe's  of  1871,  with  the^  estimates  of  1885,  are  correct,  and 
taken  from  these  books  of  estimates  and  results?  A.  They  are 
correct  as  taken  from  the  books  of  estimates,  and  from  the  sheets' 
of  actual  results  furnished  by  the  company  to  you. 

Q.  Furnished  by  the  Equitable?     A.  Yes,  sir. 

MR.  HUGHES:  I  offer  the  paper  in  evidence. 
(Paper  marked  Exhibit  920.) 

MR.  HUGHES:  I  will  read  first  the  comparison  with  the  esti- 
mates of  1871: 

Tontine  estimates  of  1871.  Age  37.  Life  10  year  period  esti- 
mated $155.19,  actual  (1881)  about  $95.  About  means  that  the 
company's  figures  for  35  and  40  and  the  figures  for  age  87  were 
interpolated. 

Q,  Those  figures  for  age  37 A.  ^Were  interpolated  by  me 

between  the  others. 

Q.  You  say  interpolated,  but  are  they  figiires  so  as  to  be  the 
amounts  corresponding  to  those  that  are  furnished?  A.  That  is 
correct. 

Q.  With  proper  allowances  for  the  difference  to  be  made?  A. 
Y<JS. 
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Mr.  Hughes  then  read  Exhibit  920. 

* 

Q.  You  have  a  note  here  that  the  1876  estimatfes  are  20  per  cent, 
of  the  entire  cash  results  less  than  in  1873  for  10  year  periods,,  and 
10  per  cent.  l^B  for  15  and  20  year  periods.  Have  you  made 
those  calculations?     A.  I  have. 

JOEL  G.  VAN  CISE,  resumed: 

BY  ME.  HUGHES: 

Q.  What  explanation  is  there,  Mr.  "Van  Cise,  of  the  difference  be- 
tween the  estimates  and  the  actual  results  in  these  cases?  A. 
Allow  me  to  say  first  that  there  was  never  any  thought  of  deceiv- 
ing anybody;  that  the  original  estimates  were  made  by  Shepard 
Homans,  who  was  considered  perhaps  the  highest  methematical 
authority  in  the  United  States  at  that  time;  he  had  been  actuary 
of  the  Mutual  Life  and  known  all  over  the  country  as  a  very  emi- 
nent mathematician,  and  that  just  as  soon  as  it  was  shown  that 
results  would  fall  below  the  estimates  we  revised  them,  published 
other  estima:tes  in  1878  and  1883 — ^we  put  out  smaller  figures  be- 
fore policies  began  to  mature,  so  that  people  should  not  be  mis- 
l<^d,  and  since  the  year  1877  we  have  published  nothing  but  actual 
results — we  ceased  estimates  since  that,  twenty  years  ago,  ceased 
publishing  any  estimates  at  all  of  the  results  of  deferred  dividend 
policies,  but  simply  published  actual  results  of  our  experience 
from  year  to  year.  I'  think  in  justice  to  the  society  yo-u  ought  to 
have  these  facts. 

Now,  I  will  explain 

Q.  Yes,  the  reason.  A.  Now,  I  will  explain  why  the  results 
have  fallen  below  the  estimates.  In  the  first  place,  it  is  univer- 
sally known  there  has  been  an  immense  fall  in  the  rate  of  interest 
on  investments  that  I  suppose  would  average  perhaps  two  per 
cent,  on  first  class  investments.  Now,  from  the  time  the  rates 
were  first  issued — ;the  rates  paid  by  the  savings  banks,  railroad 
bonds,  any  good  investments  have  fallen  off  two  per  cent.,  and 
the  profit  over  interest  is  only  the  excess  over  four  per  cent.  So 
a  fall  of  six  per  cent,  to  four  and  a  half  would  be  a  falling  off  of 
two  to  three  quarters.  It  is  the  immense  reductio]i  in  the  excess. 
The  company's  profit  and  interest  is  only  the  excess  over  the 
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rate  earned  on  the  reserve,  so  that  there  has  been  an  immense 
falling  off'in  the  rate  of  interest.  In  the  next  place,  there  has  been 
an  increase  in  the  expense.  The  competition  between  the  com- 
panies and  increased  cost  -of  living  have  increased  the  rates  of 
commission  and  the  home  office  expenses,  and  the  increase  for 
some  other  reasons  also,  vs^hich  you  have  found  out.  The  taxes 
have  also  been  largely  increased.  The  companies  doing  business 
in  this  State  last  year  paid  over  seven  millions  of  dollars  in  taxes. 
That  has  been  a  large  increase. 

BY  THE  CHAIEMAN: 

Q.  You  mean  throughout  the  world,  or  in  this  State?  A. 
They  paid  on  their  business — their  reports  show  they  paid  some 
seven  million  four  hundred  thousand  dollars  in  taxes. 

Q.  In  all  the  States  ?  A.  All  the  States  in  the  Union.  I  thiiik 
there  has  been  another  important  thing — in  the  rates  of  mor- 
tality. If  anything  there^  has  been  rather  an  increase  from  the 
fact  of  the  intense  competition  for  business,  which  has  made 
a  higher  rate  of  mortality  than  might  have  been  experienced  if 
there  hadn't  been  such  intense  competition.  And  on  the  original 
tontine  policies,  Mr.  Homans'  estimates  provided  for  a  much 
higher  lapsed  rate  than  was  actually  experienced. 

Q.  Speaking  of  lapses,  did  your  company  keep  a  record  of  the 
persistence  of  policies  of  a  given  year,  issued  in  a  given  year,  the 
lapses  in  policies  of  that  class?  A,  We  have  made  up  some 
records  from  time  to  time. 

Q.  In  other  words,  suppose  a  man  was  insured  in  1880  with 
a  twenty  year  policy  maturing  in  1900,  and  according  to  his 
policy  was  entitled  to  the  gains  from  lapses  of  other  members  of 
his  class  during  the  deferred  period,  did  you  keep  any  record 
by  which  those  lapses  of  the  policies  of  that  issue  were  deter- 
mined and  the  gains  from  them  set  aside  to  be  apportioned  to  the 
other  persons  insured  in  the  same  year — in  the  same  kind  of 
policy?  A.  Our  books  show,  of  course,  a  record  of  all  the 
lapses,  but  we  kept  no  separate  record  of  the  profits  of  lapses. 
As  a  matter  of  course,  all  the  premiums  paid  in  the  class  go  into 
the  class,  and  if  the  man  drops  out  before  the  end  of  the  time, 
what  he  leaves  there  belongs  to  those  that  remain  and  they  nec- 
essarily get  it,  so  a  separate  account  of  that  kind  was  entirely 
unnecessary. 
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Q.  That  goes  back  to  what  I  asked  you  a  little  while  ago, 
about  the  method  of  classifying  policies.  You  do  not  classify 
policies  according  to  years  of  issue,  so  that  a  certain  number  of 
people  who  take  a  certain  kind  of  policy  in  1880,  we  will  say, 
a  twenty  year  dividend  life,  the  precise  gains  from  the  lapses 
among  that  particular  class — ^you  have  not  done  that,  have  you? 
- — have  you  ever  made  any  attempt  to  segregate  your  lapses  ac- 
cording to  policy  years  of  issue?     A.  No. 

Q.  You  have  given  them  the  gains  on  lapses  on  your  business 
as  a  whole?     A.  Running  through  the  periods. 

Q.  On  your  business  as  a  whole?     A.  In  the  various  classes. 

Q.  Yes,  I  should  have  said  on  your  business  as  a  whole,  con- 
sidered with  reference  to  whether  it  is  free  tontine  or  semi- 
tontine,  or  tontine  savings  fund,  in  other  words,  all  those  who 
have  policies  for  any  period  issued  at  any  time  of  the  tontine  sav- 
ings fund  class,  share  in  the  gains  from  lapses  on  policies  from 
that  class?     A.  Yes,  sir. 

Q.  And  the  same  is  true  in  the  case  of  other  policies  ?     A.  Yes. 

Q.  Well,  wasn't  it  the  original  tontine  idea  that  the  people 
who  took  policies  at  a  certain  time  with  a  certain  period  would  be 
in  a  class  by  themselves  and  that  the  persisting  or  surviving 
members  of  that  class  would  divide  the  gains  from  the  lapses  of 
the  non-surviving  members?  A.  The  original  idea  of  tontine 
insurance  ? 

Q.  Yes.  A.  That  was  one  of  the  ideas;  yes,  sir. 

Q.  That  was  not  adopted  by  the  Equitable  at  any  time?  A. 
No,  no,  no.  You  mean  the  original  tontine  idea,  that  had  no 
connection  with  insurance.  The  original  tontine  idea  in  Europe 
was  men  would  pay  into  a  fund  and  then  the  fund  was  divided 
among  the  survivors. 

Q.  I  mean  the  fund  derived  from  those  who  took  policies,  say 
in  a  given  year  with  the  same  periods?  A.  That  was  never  the 
original  idea  so  far  as  the  Equitable  was  concerned. 

Q.  You  have  always  dealt  with  it  in  this  manner  you  have  de- 
scribed?    A.  Yes. 

Q.  "We  shall  be  glad  to  have  you  state  briefly,  and  I.  say 
briefly  because  of  our  great  lack  of  time  at  present — ^what  yo-^r 
conclusions  are  with  regard  to,  the  limitations  of  cost  of  obtain- 
ing business?     A.  If  it  were  not  for  injuring  new  companies,  J 
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think  it  would  ,be  a  good  plan  ,to  limit  tlie  company's  expenses 
to  the  loadings  on  the  premiums. 

Q.  Why  can't  the  new  conip.anies  stand  that?  A.  They  gen- 
erally have  to  pay  more  to  procure  business  than  an  old  com- 
pany. It  might  be  done  by  a  company  .five  y^ars  old  if  it  is 
given  grace  of  that  time.  I  think  if  the  loadings  were  designed  to 
cover  the  expense  it  seems  to  me  the  total  expense  ought  to  be 
confined  to. the  loadings. 

Q.  To  what  extent  would  that  affect  the  cost  of  getting  busi- 
ness; how  much  would  it  reduce  the  expense?  A.  .1  think  on  the 
average  it  would  reduce  it  considerably,  because,  .taking  Ameri- 
can companies  as  a  whole,  they  have  expended  their  loadings  for 
a  number  of  years  in  expenses. 

Q.  And  really  the  loading  was  originally  fixed  with  the  idea 
there  would  be  some  saving?  A.  Yes,  it  was  intended  there 
should  be  a  margin  for  dividends  and  contingencies. 

Q.  There  has  been  very  little  gain  from  that  source  ?  A.  Yery 
little. 

Q.  You  have  sent  to  tlie  Secretary  of  the  Committee  a  letter 
with  regard  to  lapses  ?     That  information  is  correct  ?     A.  Yes. 

Paper  offered  in  evidence  by  Mr.  Hughes,  and  marked  Exhibit 
921,  and  read  in  evidence. 

MR.  HUGHES:.  I  offer  in  evidence  the  following  letter  and 
table : 

(Paper  marked  Exhibit  922,  and  will  be  found  in  the  Book  of 
Exhibits.) 

Q.  Is  it  a  fact  that  you  have  kept  records  of  lapses  of  policies 
classified  according  to  those  kinds  of  policies  liat  you  have  men- 
tioned so  that  the  gains  from  the  lapses  on  the  various  sorts  of 
policies  such  as  free  tontine,  semi-tontine,  and  tontine  savings  fund, 
distributed  among  persistent  members  of  those  classes  respectively  ? 
,A.  Yes, 

Q.  To  what  extent  do  you  think  the  cost  of  the  insurance  can 
be  reduced  ?  A.  I  do  not  think  it  can  be  reduced  more  than  five 
or  six  per  cent. 

Q.  Why  is  thati  A.  I  may  say,  in  making  this  statement,  there 
was  a  popular  idea  that  the  premiums  charged  are  very  much  too 
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high,  but  even  with  great  eeonomy  I  do  not  see  that  the  cost  can 
he  reduced  more  than  five  or  six  per  cent.  The  American  com- 
panies kre  giving  now  more  benefits  for  the  money  paid  than  /*ny 
time  during  their  history  before. 

MR.  HUGHES:  I  offer  in  evidence  statement  of  policies  in 
the  Society  held  by  officers  of  the  Equitable  Life  Assurance  So- 
ciety, furnished  by  the  Society  to  the  Committee. 

Paper  marked  923,  and  read  in  evidence  by  Mr.  Hughes. 

(Exhibit  923  will  be  found  in  the  Book  of  Exhibits.) 

ME.  HUGHES :  I  offer  in  evidence  memorandum  explanatory 
to  agreement  between  the  Equitable  Life  Assuranxje  Society  and 
employes  respecting  insurance. 

Paper  marked  Exhibit  924  and  read  in  evidence 'by  Mr.  Hughes. 

(Exhibit  924  will  be  found  in  the  Book  of  Exhibits.) 

ME..  HUGHES :  Is  the  Committee  to  understand  that  the  offi- 
cers of  the  Society  have  signed  agents'  contracts  ? 

ME.  BALL.  Employes'  contract — or  at  least  have  received  the 
allowance. 

MR.  HUGHES:  They  have  received  the  allowances  provided 
for  in  the  employes'  contract  ? 

MR.  BALL :  In  the  cases  stated,  in  the  list  in  evidence. 

ME.  HUGHES :  But  it  is  not  meant  that  the  officers  signed  the 
employes'  contract  ?     A.  ISTot  necessarily  in  all  cases. 

MR.  HUGHES :  Did  they  in  any  case? 

MR.  BALL:  Yes;  some  did,  and  some  did  not.    Some  signed  it. 
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MR.  HUGHES :  Can  you  identify  them  ? 

MR.  BALL:  No,  I  cannot. 

MR.  HUGHES:  I  offer  in  evidence  statement  of  the  cost  of 
business  in  the  foreign  agencies  of  the  Equitable  for  the  year 
1904. 

(Paper  marked  925,  and  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:'  I  offer  in  evidence  further  statement  of  the 
cost  of  new  business  calculated  on  the  same  basis  as  is  shown 
in  the  exhibit  925,  for  the  years  1895  to  1904  inclusive. 

(Paper  marked  Exhibit  926,  and  wiU  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES:  At  the  same  time,  if  the  Committee  is 
willing,  I  will  note  upon  the  record  a  few  corrections  that  some 
of  the  witnesses  desire  in  their  testimony.  Mr.  Wilson  has  ad- 
dressed the  Committee  as  follows:   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  927,  and  read  in  evidence  by  Mr. 
Hughes.) 

MR.  HUGHES:    I  offer  in  evidence  statement  furnished  by 
the  Company  of  the  manner  in  which  the  calculation  was  made 
-  of  renewal  commissions   allowed  to   Mr.   Tarbell,   that  is,   the 
amount  of  commuted  renewal  commissions,  how  it  is  fixed. 

(Paper  marked  Exhibit  No.  928,  and  will  be  found  in  the  Book 
of  Exhibits.) 

MR.  HUGHES:  I  offer  in  evidence  from  the  tables  of  the 
rates  and  guarantees  of  the  Equitable  Society,  imprint  of  1898, 
the  following  from  the  inside  of  the  cover: 

Marked  Exhibit  No.  929,  and  read  in  evidence  by  Mr.  Hughes. 
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ME.  HUGHES:  I  note  upon  the  record  the  following  correc- 
tions desired-  by  Mr.  Tarbell  in  his  testimony,  as  shown  by  the 
letter,  which  will  be  offered  in  evidence. 

Letter  marked  Exhibit  No.  930,  and  read  in  evidence  by  Mr. 
Hughes. 

GEOEGE  H.  SICKLES,  called  as  a  witness,  being  duly  sworn, 
testified  sjs  follows: 


BY  ME.  HUGHES: 

Q.  Where  do  you  reside?     A.  Buffalo. 

Q.  What  is  your  occupation?    A.  Eeal  estate  agent. 

Q.  Have  you  ever  been  in  the  insurance  business?  A.  A 
short  time;  yes.  v 

Q.  With  what  company  were  you  connected?  A.  The  Equi- 
table Life. 

Q.  How  long  -were  you  connected  with  the  Equitable?  A. 
About  six  months. 

Q.  During  what  period?  A.  From  September,  1898;  about 
six  months,  from  September,  1898. 

Q.  What  did  you  do  for  the  Equitable  ?  Were  you  an  agent  ? 
A.  General  manager. 

"Q.  Of  what  office,  or  in  what  districts?    A.  Buffalo  office. 

Q.  Do  you  know  Mr.  Tarbell  ?    A.  Yes,  sir. 

Q.  Did  you  have  any  interview  with  him  in  regard  to  your 
work  there?    A.  Yes,  sir. 

Q.  Did  you  have  any  interview  with  him  in  regard  to  what 
could  be  done  to  increase  the  business  of  the  Equitable.?  A.  Why, 
I  think  so. 

Q.  I  mean  in  your  district?    A.  Generally;  yes. 

Q.  What  was  said  between  you  in  substance?  A.  That  is  rather 
a  broad  question. 

Q.  What  did  he  tell  you  as  to  what  you  might  do  in  order  to 
make  a  better  showing  va.  business  and  write  more  insurance? 
A.  Well,  he  urged  me,  in  the  first  place — the  question  came  up 
in  regard  to  the  commissions  to  be  paid  my  agents.  He  claimed 
that  a  manager  could  afford  to  pay  them  eighty-five  per  cent. 
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Q.  How  did  he-  make  that  out?  A.  Well,  he  can  figure  it  out 
very  uidely  on  paper.  Sixty  per  cent.,  I  think  my  contract  called 
for,  but  we  were  allowed'  two  renewal  interests,  which  was  fifteen 
per  cent.,  and  as  to  the  balance,  it  was  suggested  that  the  manager 
foot  it  himself. 

Q.  What  did  you  say  to  that?  A.  Well,  I  was  rather  surprised 
at  the  showing,  but  I  had  not  much  to  say  about  it,  and  I  was 
inexperfenced  at  that  time  in  regard  to  what  the  outcome  would 
be. 

Q.  Did  you  have  any  talk  with  him  in  regard  to  making  al- 
lowances to  those  who  took  insurance?  A.  Yes,  the  question 
of  rebating  came  up. 

Q.  What  was  said  about  that?  A.  I  said  that  I  understood 
that  rebating  was  done  a  great  deal  in  the  City  of  Buffalo,  a'nd 
I  think  that  I  remarked  that  the  report  was  that  he  was  the 
]&ri-nce  of  EebaterSj  while  he  was  in  Chicago.  I  asked  him  how 
it  could  be  done,  as  I  understood  it  was  not  legal;  well,  he  gave 
me  one  illustration-  how  the  result  might  be  accomplished  without 
calling  it  rebating. 

Q.  What  did  he  say?  A.  That  he  could  collect  the  whole  pre- 
mium^ from  an  individual,  and  write  him  say  fiv^  letters  of  in- 
troduction, and  pay  him  a  hundred  dollars  apiece  for  the  letters, 
to  some  friends  of  his. 

Q.  What  else?     A.  Letters  of  introduction  to  other  people; 

Q.  Pay  for  the  letters  of  introduction?  A.  He  said,  of  course, 
you  could  use  the  letters  as  you  saw  fit,  if  not  you  could  throw 
them  into  the  fire. 

Q.  Tear  them  up  if  you  didn't  want  to  use  them?    A.  Yes; 

Q.  That  is,  of  course,  after  you  had  paid  for  them?  A.  Yesj 
after  they  had  been  paid  for. 

Q.  What,  else  did  he  'say  as  to  the  way  in  which  it  Could  be 
done  ?  A.  That  is  all  he  said  in  regard  to  the  rebatiilg  at  that 
time  that  I  remember  now. 

Ql  Md  he  suggest  to  you  that  it  would  be  a  good  thing  in 
some  way  to  make  allowances  to  get  business  ?  A.  l^o,  I  don't 
thinik  he  suggested  anything  of  the  kind. 

Q.  Well,  was  anything  said  about  it  further  than  you  have 
said?  A.  He  gave  me  no  instructions,  no  advice  in  regard  to 
rebating;  the  question  was  brought  up  by  myself  as  being  one, 
as  I  considered,  of  the  evils  of  the^  business; 
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Q.  Did  he  tell  you  tliat  this  was  a  good  way  to  get  around 
the  rebating?  A.  He  gave  rae  that  illustration.  You  can  draw 
your  own  inferences.     He  made  no  remarks  about  it. 

Q.  Did  he  tell  you  you  shouldn't  do  that  ?    A.  He  did  not ;  no. 

Q.  He  suggested  to  you  that  that  was  one  of  the  things;  you 
could  do  to  increase  the  business  ?    A.  Might  need  that. 

Q.  Did  he  suggest  to  you  how  much  you  could  afford^  to  pay  for 
letters  ?    A.  No,  there  was  no  suggestion. 

Q.  As  to  amoTints  ?  A.  That  was  at  the  discretion  of  the  agent, 
I  suppose. 

Q.  Where  did  the  conversation  take  place  ?    A.  In  his  office  in 
the  Equitable  Building. 
.     Q.  In  ISTew  York  City  ?    A.  Yes,  sir. 

Q.  When  was  it?  A.  Some  time  in  September,  1898;  fore- 
part of  September. 

Q.  Had  you  then  taken  the  agency?  A.  Practically;  I  don't 
think  I  had  signed  the  contract. 

Q.  You  were  about  to  take  it  ?    A.  Yes. 

Q.  You  were  talking  with  him  in  regard  to  what  you  should 
do  as  manager  in  Buffalo?    A.  Yes. 

Q.  What  led  you  to  discontinue  your  work  as  manager?    A. 
I  found  there  wso  no  profit  in  the  business  in  Buffalo,  so  I  retired. 

Q.  Did  you  give  rebates?  A.  I  don't  think  that  is  hardly  a 
fair  question. 


BY  THE  CHAIKMAE": 

Q.  This  was  in  1898,  you  say,. Mr.  Sickles?    A.    Yes. 

BY  ME.  HUGHES: 

Q.  Did  you  give  rebates,  Mr.  Sickles  ?  A.  Why,  I  don't  think 
it  is  a  fair  question,  Mr.  Hughes,  do  you  ? 

Q.  Yes,  I  think  it  is  a  pertinent  question.  A.  You  want  me 
to  answer  that  question  i 
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BYTHECHAIKMAE': 

Q.  It  may  be  my  duty  to  say  that  you  are  not  defended  "by 
counsel,  I  suppose  ?    A.  No. 

Q.  And  I  do  not  want  to — it  seems  to  the  Committee  that  it 
is  a  fair  question;  this  happened  in  1898?    A.  Yes. 

Q.  So  that  any  defense,  as  I  understand  it,  would  really  be 
outlawed.  J^o,  you  are  not  incriminating  yourself;  I  mean  by 
stating  the  circumstances,  if  I  understand  it  aright.  A.  Yes,  I 
gave  rebates. 


BY  ME.  HUGHES: 

Q.  Did  you  buy  any  letters — did  you  buy  any  letters  in  the 
manner  that  has  been  suggested?    A.  No,  I  didn't  buy  any  letters. 

Q.  Did  you  oyer  .have  any  talk  with  Mr.  Tarbell  further  about 
giving  rebates?  A.  Why,  I  think  after  I  left  that  I  told  him  T 
found  it  impossible  to  do  business  in  Buffalo  anyway  and  make 
a  dollar,  for  the  reason  rebating  was  so  generally  done.  That  is 
the  reason  I  retired  from  the  business. 

Q.  Did  he  express  any  surprise  at  that?  A.  I  don't  think  he 
did. 

Q.  What  did  he  say?    A,  I  could  not  tell. 

BY  THE  CHAIKMAN: 

Q.  Did  you  ever  discharge  an  agent  for  rebating?    A.  "Ko. 

Q.  Did  Mr.  Tarbell,  when  it  was  brought  to  his  attention,  ever 
discharge  anyone?     A.  Not  that  I  am  aware  of. 

Q.  The  practice  of  rebating,  you  said,  was  general  in  the  city 
of  Buffalo?     A.  Yes. 

Q.  I  suppose  there  was  no  other  way  of  meeting  competition, 
then  ?  A.  Absolutely  no  other  way  of  writing  business  of  any 
size  over  $5,000. 

Q.  The  practice  was  current  and  you  could  not  make  any  money 
in  this  managership  ?    A.  Not  a  dollar. 
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BY  T^m.  HUGHES: 

Q.  Did  you  leave  the  life  insurance  business  at  that  time  ?  A. 
I  did;  yes. 

Q.  On  that  account?     A.  On  that  account. 

Q.  Did  you  explain  that  to  Mr.  Tarbell?     A.  Yes. 

Q.  Did  he  make  any  comments  at  all  ?  A.  Not  that  I  am  aware 
of. 

A  recess  until  2:15  P.  M. 


AFTEE  RECESS. 

ME.  HUGHES:  I  offer  in  evidence  statement  of  examinations 
of  the  Equitable  Life  Assurance  Society  by  the  State  Insurance 
Department  and  the  amount  paid  therefor. 

(Paper  marked  Exhibit  931.) 

ME.  HUGHES :  I  offer  in  evidence  statement  of  fire  insurance 
effected  through  the  office  of  Frank  B.  Jordan,  covering  the  prop- 
erties mortgaged  to  the  Equitable  Life  Assutance  Society  those 
commissions  paid  to  Frank  B.  Jordan,  by  the  fire  insurance  com- 
panies writing  the  same,  showing  from  1901  to  November,  1905, 
inclusive,  commissions  paid  of  $21,046. 

(Paper  marked  Exhibit  932.) 

ME.  HUGHES:  I  offer  in  evidence  statement  of  H.  E.  Win- 
throp  as  to  certain  syndicates  in  which  the  Equitable  Life  partici- 
pated. 

(Paper  marked  Exhibit  933.) 

ME.  HUGHES:  I  offer  in  evidence  the  memoranda  furnished 
from  the  books  of  Williamson  &  Squire. 

Account  with  Thomas  J).  Jordan.  v 

(Account  marked  Exhibit  934.) 

ME,  HUGHES:  Account  with  the  Equitable  Life  Assurance 
Society,  consisting  of  two  pages. 

(Account  marked  Exhibit  935.) 

ME.  HUGHES :  Account  of  stock  sold  to  the  Equitable  As- 
surance Society. 

(Paoer  marked  Exhibit  936.) 
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ME.  HUGHES :     Aocount  with  George  H.  gqiurgt. 

(Paper '  marked  Exldbit  93,7.) 

ME.    HUGHES:      Also    another    account   with    George   H. 
Squire. 

(P!a,per  marked  Exhibit  938.) 

ME.  HUGHES :    Account  of  sales  for  the  account  of  George 
H.  Squire. 

(Paper  marked  Exhibit  939.) 

ME.  HUGHES :     Joint  account  with  Hyde,  Squire  &  Mc- 
Intyre. 

(Paper  marked  Exhibit  940.) 

ME.  HUGHES :    Account  with  the  Equitable  Trust  Company. 

(Paper  marked  Exhibit  941.) 

ME.  HUGHES :     Account  with  William  H.  Mclntyre. 

(Exhibit  marked  ISTo.  942.) 

ME.  HUGHES :    Account  with  James  H.  Hyde. 

(Paper  marked  Exhibit  943.) 

ME.  HI  GHES^     Account  with  Sidney  Dillon  Eipley. 

(Paper  marked  Exhibit  944.) 

ME.  HUGHES : "  Account  with  James  W.  Alexander. 

(Paper  marked  Exhibit  946.) 
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ME.  HUGHES :  I  will  mark  for  identification  tlie  report  of 
the  examination  of  the  Equitable  Life  Assurance  Society  made 
by  the  Superintendent  of  Insurance  as  of  June  30th,  1905. 

(Paper  marked  Exhibit  No.  946  for  identification.) 

]\CR.  HUGHES :  I  will  mark  for  identification  the  record  of 
collateral  loans  of  the  Equitable,  January  1st,  1895,  to  Septem- 
ber 5th,  1905. 

(Paper  marked  Exhibit  No.  947  for  identification.) 

ME.  HUGHES:  I  will  read  from  this  Exhibit  the  following: 

1896,  Kuhn,  Loeb  &  Company,  Dec.  30th $300,000.00 

Demand  2  per  cent. 

-      Kuhn,  Loeb  &  Co.,  Dec.  31st 3,258,000.00 

Demand  4  per  cent. 

Kuhn,  Loeb  &  Co.,  Dec.  31 2,000,000.00 

Demand  4  per  cent. 

1897,  Kuhn,  Loeb  &  Co.,  Dec.  31st 1,000,000.00 

Demand  3J  per  cent. 

1898,  Dec.  31st,  Kuhn,  Loeb  &  Co 2,000,000.00 

1899,  Dec.  29th,  Kuhn,  Loeb  fe  Co 2,000,000.00 

Demand. 

Kuhn,  Loeb  &  Co 3,000,000.00 

Demand. 

1900,  Kuhn,  Loeb  &  Co.,  Dec.  29th 2,000,000.00 

Demand  5  per  cent. 

Kuhn,  Loeb  &  Co.  .^ 3,000,000.00 

Demand  5  per  cent. 

1901,  Dec.  30,  Kuhn,  Loeb  &  Co 2,500,000.00 

Demand  6  per  centt 


Testimony  of  George  H".  Sickles.  4737 

1901,  Dec.  31   $2,500,000.00 

Demand  6  per  cent. 

1902,  J.  J.  Hanauer,  Dec.  31 2,750,000.00 

Demand. 

Dec.  31,  S.  Siegman 2,000,000.00 

Demand. 

E.  S.  Steinan 1,800,000.00 

Demand. 

E.  S.  Steinan 1,200,000'.00 

Demand. 

A.  Steigman 1,250,000.00 

Demand. 

1903,  Dec.  31,  Kuhn,  Loeb-&  Co 2,000,000.00 

5  per  cent. 

Dec.  31,  Kuhn,  Loeb  &  Co ■. .     1,100,000.00 

Demand  5  per  cent. 

Dec.  31,  Kuhn,  Loeb  &  Co 1,000,000,00 

Demand  5  per  cent. 

Dec.  31,  Kuhn,  Loeb  &  Co 1,350,000.00 

Demand  5  per  cent. 

Dec.  31,  Kuhn,  Loeb  &  Co ; 1,650,000.00 

Demand  5  per  cent. 

Dec  31,  Kuhn,  Loeb  &  Co 1,900,000.00 

Demand  5  per  cent. 

1 904,  Dec.  29,  Simon  Seigman 1,200,000.00 

Demand  4  per  cent. 

Dec.  29,  Simon  Seigman ...     1,700,000.00 

Demand  4  per  cent. 
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1904,  Hiram  Woog $1,500,000.00 

Demand  4  per  cent. 

Hiram  Woog,  Jerome  J.  Hanauer 2,150,0130.00 

Demand  4  per  cent. 

Sigmund  Hayman 1,250,000.00 

Demand  4  per  cent. 

Dec.  29,  Sigmund  Hayman 1,300,000.00 

Demand  4  per  cent. 

Eugene  H.  Paul 1,150,000.00 

Demand  4  per  cent. 

Thetie  are  the  loans  which  have  been  referred  to  as  end  of  the 
year  loans  to  Kuhn,  Loeb  &  Company. 

Also  the  following: 

1901,  E.  H.  Harriman,  May  3rd $2,700,000.00 

8  months,  12  days,  4  per  cent* 

1902,  E.  H.  Harriman,  Jan.  15 ,. .      2,700,000.00 

6  months,  4  per  cent. 

E.  H.  Harriman,  July  15 2,700,000.00 

6  months,  4  per  cent. 

These  appear  to  be  renewals  of  the  original  loan  of  May  3id, 
1901. 

MK.  HUGHES:  T  offer-in  evidence  statement  of  transcript  oi 
stock  ledger  of  the  Lawyers'  Mortgage  Company  showing  stock 
transactions  of  the  Equitable  Life  Assurance  Society  of  the  TTuitcd 
States  with  accompanying  sheets. 

(Paper  marked  Exhibit  948,  and  will  be  found  in  the  Book  of 
Exhibits.) 
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MB.  HUGHES:  I  offer  in  evidence  statement  fundslied  by 
the  Equitable  Life  Assurance  Society  of  Lawyers'  Mortgage  Com- 
pany stock  owned  by  the  Society,  September  5th,  1901,  and  the 
date  of  acquisition,  etc. 

(Statement  marked  Exhibit  949  and  will  be  found  in  the  Book 
of  Exhibits.) 

MR.  HUGHES :  I  also  offer  in  evidence  statement  of  Lawyers' 
Title  Insurance  &  Trust  Company  stocks  owned  by  the  Equitable 
Life,  September  5th,  1905,  with  date  of  acquisition,  etc. 

(Paper  marked  Exhibit  950  and  will  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES:  I  offer  in  evidence  statement  of  securities 
purchased  by  the  Equitable  Life  from  Kuhn,  Loeb  &  Company, 
since  January  1st,  1900. 

(Statement  marked  Exhibit  951  and  will  be  found  in  the  Book 
of  Exhibits.) 

MR.  HUGHES:  I  will  have  marked  for  identification  state- 
ment of  law  expenses  of  the  Equitable. 

(Statement  marked  Exhibit  952  for  identification.) 

MR.  HUGHES:  I  offer  in  evidence  statenient  of  payments 
due  insurance  papers  by  the  Equitable  Life  Assurance  Society  and 
certain  miscellaneous  advertising  charges. 

(Paper  marked  Exhibit  953  and  will  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES:  Mr.  Chairman,  I  will  state  that  it  has  beiju 
learned  that  Mr.  Tarbell  is  absent  from  the  city  at  Smit-hvilie, 
some  miles  from  a  railroad  station  and  cannot  be  readily  com- 
municated with  at  present  and  I  suggest  that  in  justice  to  him  i  f 
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he  lias  any  statement  to  make  in  answer  or  in  connection  wjtli 
the  statement  made  by  Mr.  Sickles  that  the  same  be  made  ander 
oath  and  submitted  to  the  Committee. 

THE  OHArRMAN:  I  think  it  first  better  be  submitted  to 
you. 

ME.  HUGHES:  Certainly;  I  meant  that  it  should  be  received 
in  view  of  the  adjournment. 

THE  CHAIEMAIST:  There  is  no  objection  to  that  if  Mr.  '.far- 
bell  is  out  of  town.  Mr.  Ball  let  it  be  sworn  to  in  the  usual  form 
— verified  in  the  usual  form. 

MR.  HUGHES:  I  will  state  that  the  counsel  for  the  Com- 
mittee commimicated  with  the  Hon.  David  B.  Hill  asking  his 
attendance  as  a  witpess  and  Mr.  Hill  wrote  me  a  letter  stating  that 
he  was  confined  to  his  house  and  unable  to  attend.  Subsequently 
1  understand  the  Committee  telegraphed  him  and  has  a  further 
communication  from  him  to  the  effect  that  he  is  unable  to  appear 
and  he  states  that  he  protests  against  the  hearings  being  closed 
before  he  can  be  heard  and  requests  that  his  testimony  be  taken 
before  the  full  Committee  or  a  sub-committee  either  next  weelc 
or  the  week  after  as  he  is  not  seeking  to  evade  giving  his  testimony 
but  was  ready  at  any  time  this  fall  before  his  illness  had  he  been 
notified  that  his  presence  was  desired.  I  will  state  that  it  was  un- 
known to  the  counsel  to  the  Committee  that  he  was  not  able  to 
attend  and  it  was  supposed  that  he  would  be  upon  call  when  de- 
sired and  we  regret  that  his  testimony  was  not  taken  earlier. 

THE  CHAIEMAlSr:  We  also  regret  that  it  will  probably  be 
impossible  to  take  his  testimony  as  he  requests,  and  believe  that  no 
improper  motive  ought  to  be  attributed  to  Mr.  Hill^  because  it  is 
evidiiHit  he  is  sick  and  unable  to  get  here  and  otherwise  would  be 
entirely  willing  to  come.  We  would  like  his  testimony  of  course. 
If  tlie  Committee  find  that  it  is  practicable  to  do  as  he  requests, 
it  may,  but  that  is  a  matter  entirely  for  subsequent  consideration. 
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MILES  M.  DAWSON,  resiimed. 
BY  ME.  HUGHES: 

Q.  Mr.  Dawson,  liave  you  prepared  from  tlie  books  fumjalied 
by  tbe  JSTew  York  Life  Insurance  Company  a  statement  of  esti- 
mates, surplus  and  actual  results  on  the  tontine,  estimates  of  i  872, 
1881  and  1884?    A.  I  have. 

Q.  Is  this  such  a  statement  ?  (Showing  witness  paper.)  A.  Yea. 

ME.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  954,  and  read  in  evidence  by  Mr. 
Hughes. . 

EUEUS  WEEKS,  resumed. 

BY  ME.  HUGHES: 

Q.  I  call  your  attention  to  the  difference  between  the  estimates 
of  results  upon  deferred  dividend  policies  and  the  actual  results 
as  shown  by  the  table,  for  example,  on  the  estimates  of  1872  20 
payment,  20  year  period,  it  appears  that  the  estimate,  age  40, 
$1,243.98,  and  in  1892  the  actual  result  was  $527.02;  20  year 
endowment,  20  year  period,  estimate,  $1,650.79,  and  in  1892  the 
amoimt  was  $710.15.  Will  you  explain  that  discrepancy?  A. 
You  are  reading  the  dividends,  and  not  entire  cash  values.  What 
you  are  reading  is  dividends. 

Q.  I  am  reading  that  part  of  the  surplus.    A.  Surplus,  yes. 

Q.  The  siirplus  which  corresponds  to  the  estimate — in  other  ■ 
words,  the  estimate  of  the  share  of  the  surplus  that  the  policy  in 
question  would  have,  and  the  actual  result  upon  that  policy  at 
the  expiration  of  the  period.  ISTow,  what  is  the  explanation  of  the 
failure  to  realize  the  estimate?  A.  Of  course  the  explanation  is 
things  did  not  turn  out  as  well  as  the  persons  who  made  the  esti- 
mates supposed  they  would. 

Q.  What  were  the  things  that  failed  to  turn  out  as  well  as  ex- 
pected? A.  I  am  not  familiar  with  the  method  in  which  the  orig- 
inal estimates  were  calculated,  had  nothing  whatever  to  do  with 
them. 

Q.  Who  attends  to  that?  A.  That  was  done  in  1872.  The 
man  who  did  that  is  dead  long  ago. 
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Q.  Take  the  estimates  of  1884.     "We  have,  for  example,  20 

year  endowment,  20  year  period,  estimated  $692,  and  in  1904  the 

tontine  actual  results  $563.43 — the  non-forfeiting  results  $390.55. 

Q.  Which  is  this  estimate,  is  it  the  estimate  on  non-forfeiting  or 

forfeiting?    A.  There  were  two  different  estimates. 

Q.  Well,  you  can  explain  that  perhaps  better  than  we  can,  it 
is  taken  from  your  estimate  book.  A.  Of  course,  there  is  no 
question  that  the  results — whether  the  figures  are  exactly  correct 
or  not — it  is  true  that  the  results  in  1904  were  less  than  the  esti- 
mates of  1884. 

Q.  I  show  you  a  book  headed  Actual  Eesults  Non-Forfeiting 
and  Free  Tontine  Policies  Maturing  in  1905,  and  illustrations 
based  on  such  results  adapted  to  accumulation  policies  issued  in 
1905.  Was  that  put  out  by  the  New  York  Life  Insurance- Com- 
pany?   A.  Yes,  sir. 

Q.  Did  fou  have  anything  to  do  with  its  preparation?  A.  Yes, 
sir. 

Q.  Is  it  a  fact  that  the  illustrations  there  are  larger  than  the 
actual  results?  A.  It  is  a  fact  th^t  the  figures  given  here  as  ac- 
tual results  are  the  actual  results.  The  figures  given  here  as  illus- 
trations are  modifications  of  the  actual  results  in  the  proportion 
of  the  higher  premium  at  the  present  time. 

Q.  How  long  was  that  book  outstanding,  that  is,  how  long 
w,.;s  its  use  permitted?    A.  Apparently  until  May. 

Q.  Why  was  it  recalled  ?    A.  I  don't  remember  the  discussion. 

Q.  What  was  the  trouble?  A.  I,  don't  know  that  there  was  any 
trcuble. 

Q.  Well,  was  there  any  reason  for  getting  up  such  a  book  for 
1905,  and  recalling  it  in  May,  1905?  A.  I  think  this  book  was 
on  the  lines  of  the  book  of  1904 — while  I  don't  like  to  give  im- 
pressions— I  don't  remember  the  discussion  at  all.. 

Q.  Now,  in  1904,  is  it  the  fact  that  you  put  the  actual  results 
out  in  January  and  then  recalled  it  and  put  illustrations  out  in  Feb- 
ruary? A.  I  don't  remember  that.  I  remember  we  put  out  illus- 
trations. 

Q.  You  remember  you  put  out  actual  results  and  recalled  them? 
A.  I  do  not. 

Q.  Do  you  remember  you  put  out  illustrations  after  you  had 
put  out  actual  results?     A.  I  remember  we  put  o\it  illustrations. 

Q.  Do  you  remember  there  was  a  complaint  against  your  actual 
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results,,  the  agents  complained  they  wanted  something  more  favor- 
able than  them?    A.  'No,  I  don't  remember  hearing  any  complaint. 

Q.  From  any  so^irce?    A.  No. 

Q.  Why  did  you  put  out  illustrations  after  you  had  put  ont 
actual  results?  A.  "Well,  I  remember  thinking  myself  that  on  the 
twenty  payment  life  particularly: the  actual  results  were  altogether 
disproportionately  low  to  what  was  a  fair  presumption  of  the  pres- 
ent rates  of  twenty  payment  life. 

Q.  Is  it  a  fact  that  in  1905  you  put  out  illustrations  first  and 
then  recalled  them  and  put  out  actual  results?  A.  The  illustra- 
tion book  contains  actual  results  also. 

ME.  HUGHES:  I  will  have  marked  for  identification  the  on:' 
shown  you,  the  illustrations  issued  in  1905. 

THE  WITNESS:    Does  not  that  contain  actual  results? 

MK.  HUGHES:    Pardon  me  a  moment. 

(Book  marked  Exhibit  No.  955  for  identification.) 

Q.  ISTow,  I  show  you  another  book  headed  Actual  Results  on 
Free  Tontine  Policies  Maturing  in  1906.  Was  that  put  out  this 
year?     A.  Yes,  sir. 

(Book  marked  Exhibit  No.  956  for  identification.) 

Q.  Was  the  actual  result  book  put  out  after  the  illustration 
book  had  been  recalled?  A.  I  am  not  sure  that  the  illustration 
book  was  recalled. 

Q.  Well,  it  was  used  until  May,  I  imderstood  you  to  say?  A. 
Yes,  but  I  am  not  sure  it  was  recalled  then.  I  say  the  actual 
result  book  was  put  out,  but  I  cannot  speak  with  certainty  as  to 
the  recall  of  them. 

Q.  Don't  you  recall,  as  actuary,  what  was  done  this  year  about 
these  two  books?  A.  I  do  not  have  immediate  and  constant 
charge  of  those  matters,  and  I  don't  remember. 

Q.  Will  you  state,  briefly,  Mr.  Weeks,  the  method  which  you 
3sed  in  computing  the  deferred  dividends.  A.  In  calculating  the 
amount? 
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Q.  The  amount  to  be  apportioned.  Please  make  it  as  condensed 
as  possible  as  onr  time  is  limited.  A.  We  try  as  nearly  as  possible 
to  find  out  what  the  policyholder  is  entitled  to,  based  on  the  experi- 
ence of  the  company  during  the  year  of  his  dividend  period — 
that  is,  the  notion  is  to  find  out  the  rates  of  interest  we  realized 
on  our  investments  during  the  period,  and  the  rates  of  expense  we 
have  been  at  at  the  beginning  of  the  period  and  during  the  years 
since,  and  the  general  rate  of  mortality  of  the  accumulation*  class 
that  is  in,  and  then  to  make  up  a  hypothetical  account  with  one 
thousand  assumed  policyholders  of  a  certain  kind  and  certain  age 
of  issue  on  these  assumptions;  then  there  is  another  assumption 
that  comes  in,  that  is  the  rate  of  lapse,  the  rate  of  termination,  and 
vnth.  those  assumptions  and  taking  a  thousand  policies  starting, 
you  can  figure  out  what  number  would  be  left  at  the  end  of  the 
time,  and  also  what  the  total  share  of  assets  would  be  at  the  end 
of  the  time.  Then  if  you  divide  the  total  share  of  this  assumed 
group  by  the  number  left  you  will  have  the  share  of  each  person 
and  that  will  represent  roughly  what  those  policyholders  are  en- 
titled to. 

Q.  Do  you  classify  your  policies  according  to  years  of  issue — do 
you  keep  a  separate  account  of  policies  issued  in  any  given  year 
.  of  a  given  sort  ?    A.  We  keep  statistics  separately,  yes. 

Q.  You  do  not  keep  an  account  of  surplus  separately?     A.  Yes, 

Q.  You  do  not  kep  an  account  of  siirplus  separately?  A.  Yes, 
Ave  do  every  year. 

Q.  Every  year  you  ascertain  In  some  method  the  surplus  —  I 
do  not  mean  that  —  I  meant  whether  you  classified  the  policies 
issued  in  1880  and  maturing  In  ISOO,  for  example,  i\B  a  separate 
class,  keep  account  of  the  lapses  in  that  class,  distribute  the  gains 
from  lapses,  to  the  surviving  members  of  that  class  treated  by 
Itself?    A.  No,  sir. 

Q.  You  have  never  done  that?    A.  No,  sir. 

Q.  How  do  you  classify  your  deferred  dividend  policies  for 
the  purpose  of  giving  the  persistent  members  the  benefit  of  gains 
from  lapses  of  those  who  drop  out  ?  A.  In  the  manner  that  I  have 
said,  that  is,  by  ascertaining  the  normal  and  average  rates  of  lapse 
corresponding  to— regularizing  the  actual  rates  of  that  experience 
during  the  time  and  assuming  that  rate  of  lapse  in  this  hypo- 
thetical calculation. 

Q.  Your  rate  of  lapses  is  on  your  regular  business?  A.  Not 
on.  general  business.    For  instance,  if  you  are  dealing  with  twenty- 
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year  accumulation  policies  you  would  find  out  the  normal  rate  of 
lapse  on  twenty-year  accumulation  policies.  For  that  purpose  you 
would  merge  altogether  your  experience  on  policies  of  different 
years  of  issue. 

Q.  That  is,  you  would  merge  together  your  experience  on 
policies  of  different  years  of  issue  which  were  of  the  same  char- 
acter? A.  Yes. 

Q.  Can  you  tell  me  what  the  discontinuance  rates  are  on  your 
deferred  dividend  policies  (showing  witness  paper)?  A.  This 
represents  as  I  see  it  the  discontinuance  rates  on  our  recent  issues 
beginning  about  the  year  1899.  It  would  not  be  the  same  as  dis- 
continuance rates  on  older  policies. 

Q.  Can  you  tell  me  what  those  are  ?  A.  Those  are  not  absolute, 
of  course. 

Q.  Tou  better  state  again  just  what  these  are?  A.  These  are 
approximate  discontinuance  rates  on  policies  issued  since  1899'. 

Q.  Of  the  tontine  class?  A.  Of  the  accumulation  class,  yes. 
At  the  end  of  the  first  year,  twenty-one  per  cent.,  at  the  end  of  the 
second  year,  four  per  cent. ;  at  the  end  of  the  third  insurance  year 
3.6;  at  the  end  of  the  fourth  insurance  year,  4.4  per  cent. 

ME.  HTJGrHES:  I  read  in  evidence  a  letter  produced  from 
your  files,  that  is  the  files  of  your  company.  It  is  a  copy  of  a 
letter  addressed  by  the  actuary  of  your  company  to  the  Privy 
Councillor  of  Eussia  as  follows : 

Paper  marked  Exhibit  No.  957,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  That  paper  was  sent  by  you?    A.  Yes. 

Q.  The  results  turned  out  very  differently  than  was  supposed 
at  the  time  this  letter  was  written,  did  they  not?    A.     What  results. 

Q.  The  results  as  to  the  non-forfeiting  class  as  compared  with 
the  forfeiting  class?  A.  I  do  not  think,  except  for  the  latter 
part  of  the  old  twenty-years — I  think  the  fifteen  year  nonforfeit- 
ing  class  turned  out  about  the  same  as  the  fifteen-year  forfeiting. 

Q.  If  you  will  look  at  the  actual  resvilts  for  1905,  life  twenty- 
year  periods.     A.  Only  for  the  twenty-  year  period  they  did. 

Q.  They  did  come  out  differently?    A.  Yes. 
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Q.  What  was  the  reason  for  that?  A.  There  arc  tlirec  or 
four  years  issues,  the  last  end  of  the  old  straight  tontines,  the 
forfeiting  tontines  which  were  issued  way  back  in  1883,  1884 
and  1885,  and  maturing  in  1903,  1904  and  1905,  where  we  con- 
tinued paying  the  same  dividends  that  we  have  declared  for 
some  years  before  on  those  groups,  although  the  non-forfeiting 
groups  beginning  in  1904,  show  lower  results,  we  considered 
that  was  an  equitable  thing  to  do  because  these  old  policyholders 
in  the  forfeiting  groups  had  taken  such  a  risk  of  forfeiture  in 
all  those  years  that  it  seemed'  a  fair  thing  to  cut  their  results. 

Q.  Do  you  recollect  that  in  your  reports  to-  the  Prussian  De- 
partment large  amounts  were  put  in  at  the  close  of  the  tontine 
period  in  the  surplus?    A.  Yes,  sir. 

Q.  What  is  the  explanation  of  that?  A.  I  went  through 
that  once  before,  Mr.  Hughes. 

Q.  Well,  state  it  briefly.  A.  I  will  try  and  g&t  at  it  again. 
The  calculation  at  the  end  of  the  period  is  as  I  have  shown 
already,  based  on  what  really  belongs,  Avhat  really  has  been 
earned  by  those  particular  policies;  that  the  allotments  of  sur- 
plus during  the  period  have  not  really  anything  to  do  with  what 
those  particular  policyholders  have  earned. 

Q.  Why  is  that  ?  A.  You  are  limited  in  your  totals,  you  have 
got  just  so  much  as  a  total,  which  you  can  call  tontine  funds, 
or  what  we  call  it,  interim  funds.  That  is  largely  limited  by  the 
amount  you  have  to  pay  out  for  new  business  each  year  in 
excess  of  the  loadings  on  the  premiums. 

Q.  In  other  words  you  return  at  the  close  of  the  tontine 
period  what  you  deem  you  have  borrowed  from  the  surplus  be- 
longing to  the  policyholders  of  a  given  class  in  order  to  defray 
expenses?  A.  Well,  that  is  pnly  a  theoretical  expression.  Of 
■■.ourse,  there  is  not  any  entity  of  one  group  of  policyholders 
or  another.  It  belongs  to  the  company,  so  it  could  not  have 
been  borrowed. 

Q,  Yes,  but  taking  the  account  of  the  particular  policyhold- 
ers, they  have  left  to  their  credit  when  you  arrive  at  the  year 
at  which  they  close  their  accounts » than  they  should  have  by 
reason  of  the  outlays  in  getting  business  ?    A.  Yes. 

Q.  And  then  you  restore  what  their  credit  should  be  in  full? 
A.  Yes,  we  make  up  a  new  credit. 

Q.  Did  you,   in  determining  the  surplus  at  different  times, 


Testimony  of  Bufus  Weeks.  4747 

base  your  calculations  upon  tlie  basis  of  3|  per  cent,  reserve 
instead  of  four  per  cent.  ?    -A.  Yes,  we  have  done  that. 

Q.  That  is  deducting  3.^  per  cent,  reserve  instead  of  four 
X)er  cent.  ?     A.  Yes. 

Q.  Was  that  in  cases  where  you  had  made  your  estimates 
on  a  four  per  cent,  basis?    A.  Yes,  sir. 

Q.  What  justification  had  you  in  making  the  deduction  on 
the  three  and  one-half  per  cent,  basis  when  you  had  made  your 
estimates  and  published  them  on  the  four  per  cent,  basis?  A. 
Because  in  the  meantime  the  rates  had  gone  down  and  we  were 
holding  three  and  one-half  per  cent,  on  the  policies  which  con- 
tinued in  force  after  the  accumulation  period. 

Q.  Th'en  you  abandoned  the  three  and  one-half  per  cent,  re- 
serve?    A.  We  did  after  this  year. 

Q.  For  how  long  did  you  add  the  three  and  one-half  per 
cent,  reserve  in  estimating  your  reserve?  A.  Three  or  four 
years. 

Q.  That  would  be  from  1900  or  1901  to  1904?  A.  Approxi- 
mately. 

Q.  Why  did  you  abandon  it?  A.  Because  there  was  so  much 
objection.     While  those  matters  are  matters  of  discussion 

Q.  Does  this  show  the  amount  which  had  been  taken  in  order 
to  pay  expenses  at  the  end  of  1904  or  in  making  the  calculations 
for  1904?    A.  Approximately,  yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  958.) 

Q.  (Handing  paper):  Is  this  a  specimen  sheet  showing  your 
approximate  fractional  accounting  to  December  31st,  1902,  in 
connection  with  your  deferred  dividend  policies?     A.  Yes,  sir. 

ME.   HUGHES:    I  offer  it  evidence. 

(Paper  marked  Exhibit  959.) 

(Exhibit  959  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Mr.  Weeks,  some  statements  were  made  here  in  regard  ±o 
sub-standard  risks  taken  by  your  company  in  regard  to  which  T 
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understand  you  desire  to  make  some  statement  or  explanation. 
You  requested  an  opportunity  to  make  a  statement?  A.  In  re- 
gard to  the  general  subject  of  sub-standards? 

Q.  I  don't  know  what  was  in  your  mind,  but  there  was  some 
testimony  taken  in  the  testimony  of  Mr.  McClintock  which  you 
desired  to  answer?  A.  Mr.  McClintock,  as  I  read  his  testimony, 
seemed  to  think  our  handling  of  sub-standard  cases  was- a  matter 
of  guessing,  but  that  is  not  at  all  the  case.  Before  we  began  the 
sub-standard  business  in  1896  we  had  collected  ample  statistics 
which  gave  us  athorough  framework  showing  the  deterioration  in 
lives  due  to  the  various  causes,  whether  it  might  be  consumption 
in  the  family  history  or  diseases  of  some  kind  or  another  flr  pre- 
vious impairment.  We  had  a  general  table  of  statistics  showing 
iiow  much  impairment  resulted  from  each  of  those  causes,  and 
proceeded  on  those  statistics,  and  the  results  have  amply  justified 
those  statistics. 

ME.  HUGHES :  Is  there  anyone  here  representing  Edward  G. 
Eiggs? 

(N"o  response.) 

Q.  Proceed,  Mr.  "Weeks.  A.  So  that  we  have  as  much  cer- 
tainty now  in  dealing  with  a  sub-standard  risk  as  we  have  in 
dealing  with  a  normal  risk. 

Q.  Well,  do  you  profess  to  be  able  to  classify  the  results  of 
your  experiences  so  as  to  show  what  deterioration  there  has  been 
in  a  case  where  there  has  been  consumption,  for  example,  in  the 
family  history  on  the  mother's  side?  A.  Yes,  sir;  that  is  we  do 
not,  of  course,  know  when  that  man  will  die,  but  we  know  out  of 
a  thousand  mem  with  just  that  record  exactly  so  many  will  die  a 
year. 

Q.  Well,  you  do  not  have  records  which  exactly  correspond  with 
regard  to  sub-standard  risks,  do  you?     A.  Very  closely,  yes. 

Q.  In  other  words,  in  one  case  it  will  be  a  case  of  a  maternal 
uncle,  and  another  case  of  a  maternal  grand  uncle,  and  another 
case  of  a  mother  or  brother  or  sister.  How  can  you  classify  those, 
so  as  to  have  any  data  for  deductions  ?  A.  We  classify  them  by 
the  past  experience  on  persons  who  have  applied  for  insurance,  and 
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given  the  same  record.  By  combinipg  together  those  who  give  the 
same  record,  and  finding  out  how  long  they  live. 

Q.  Do  you  think  you  have  the  same  basis  for  an  accurate  gen- 
eralization as  you  have  in  the  case  of  sound  risks?  A.  Yes,  I 
consider  we  have. 

Q.  That  is  deduced  entirely  from  the  experience  of  the  New 
York  Life?  A.  No,  it  is  also  compared  with  the  experience  of 
other  companies. 

KILES  M.  DAWSOE",  resumed. 

BY  MR.  HUGHES: 

Q.  You  have  prepared  certain  statements  from  the  hooks  and 
data  furnished  by  the  New  York  Life  Insurance  Company.  Will 
you  produce  them  and  state  what  they  are  ?  (Producing  papers. ) 
A.  This  is  from  the  New  York  Life,  Equitable  and  Mutual,  all 
three. 

Q.  The  papers  you  now  have.  A.  Yes.  It  shows  the  number 
three. 

Q.  The  papers  you  now  have  A.  Yes.  It  shows  the  number 
of  persons  who  insured  with  them  in  certain  years  and  survived 
the  period,  and  kept  their  policies  in  force,  ten  year,  fifteen  years 
and  twenty  year  periods,  expiring  in  1905. 

ME.  HUGHES :  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  960.) 

Q.  Proceed.  What  is  the  statement  you  now  show  me?  A. 
That  is  a  copy  from  the  Prussian  reports  of  the  apportionment  of 
surplus  to  the  tontine  policies. 

Q.  By  the  New  York  Life  Insurance  Company  ?     A  Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  961.) 

(Exhibit  961  will  be  found  in  the  Book  of  Exhibits.)' 
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THE  WITE'ESS:  These  are  exhibits  showing  the  actual  re- 
sults in  the  year  1904  and  190'5  of  the  same  company. 

(Papers  marked  Exhibits  962  and  963.) 

(Exhibits  962  and  963  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITISTESS :  These  are  the  results  of  full  tontine  and  non- 
forfeiting  tontine  policies  maturing  in  1905. 

ME.  HUGHES :    I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  964.) 

(Exhibit  964  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Have  you  compared  the  results  as  shown  by  these  books 
in  1905,  Exhibit  955  for  identification,  being  actual  results  from 
non-forfeiting  tontine  policies  maturing  in  1905  and  illustrations 
from  such  results  due  to  accumulations  in  1905,  Exhibit  956, 
with  the  actual  resu.lts  from  tontine  policies  maturing  in  1905? 
A.  I  have,  and  the  figures  I  have  handed  in  were  taken  from 
them  for  1905. 

Q.  What  do  they  show,  in  brief?  A.  They  show  that  on  a  life 
twenty  year  period  policy  the  actual  result  at  age  30  years  is 
$517.52,  and  the  illustrated  result  $550.  Same  age  on  twenty 
pnyment  life,  20  year  j)eriod,  actual  result  was  $810.56,  the  illus- 
trated result  $918. 

Q.  And  other  statements  are  given  in  the  tables?     A.  Yes,  sir. 

Q.  What  is  your  next  statement?  A.  Statement  of  the  esti- 
mated surplus  and  actual  results  of  distribution  policies  issued 
by  the  Mutual  Life  Insurance  Company. 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  965.) 

(Exhibit  965  will  be  found  in  the  Book  of  Exhibits.) 
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THE  WITNESS:  Statement  of  estimated  surplus  aud  actual 
results  on  policies  issued  by  the  Manhattan  Life. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  966.) 

(Exhibit  966  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS:  Statement  of  estimated  surplus  and  actual 
results  on  policies  issued  by  the  Northwestern  Mutual  Life 
Insurance  Company. 

ME.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  967.) 

(Exhibit  968  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS:  Statement  of  estimated  surplus  and  actual 
results  on  policies  issued  by  the  Penn  Mutual  Life  Insurance 
Company. 

ME.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  968.) 

(Exhibit  968  will  be  found  in-  the  Book  of  Exhibits.) 

THE  WITNESS:  All  of  these  figures  are  taken  from  books 
or  paper  furnished  the  Committee  by  the  companies  mentioned. 

ME.  HUGHES:  I  vsdll  read  a  letter  received  by  the  Commit- 
tee from  the  Eev.  G.  Brophy,  HoUoway,  Hastings  County,  On- 
tario, Canada,  and  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  969.) 
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Q.  THs  letter  was  referred  to  the  companies  mentioned,  Mr, 
Dawson  ?  A.  I  do  not  think  so.  Those  are  leters  to  Mr.  Brophy 
himself  that  you  have  there  I  think.  They  were  not  referred 
to  me. 

MR.  HUGHES:  With  regard  to  the  policies  in  question  the 
Committee  and  its  counsel  have  received  the  following  communi- . 
cations  from-  the  companies:  From  the  Equitable,  under  date  of 
Decemher  27,  1905;  from  the  New  York  Life  Insurance  Com- 
pany, December  27,  1905,  and  from  the  Mutual  Life  Insurance 
Company,  December  26th,  1905.     I  offer  them  in  evidence. 

(Papers  marked  Exhibits  970,  971  and  972.) 

Q.  Keferring  to  these  Brophy  policies,  will  you  explain  if  you 
can  from  the  date  furnished  and  the  testimony  given  the  reasons 
for  the  difference  in  settlement?  A.  The  mode  of  distributing 
tontine  surpluses  adopted  by  the  Equitable  Life  Assurance  So- 
ciety, that  mode  being  a  giving  of  an  exact  proportion  of  the  origi- 
nal Homans'  estimate  that  the  total  surplus  bears  to  the  t6tal 
surplus  that  would  have  accumulated  under  the  Homans'  con- 
ditions, results  unquestionably  in  largely  increasing  the  surplus  on 
endowment  policies  as  compared  with  other  forms  and  particularly 
on  endowment  policies  at  advanced  years. 

Q.  Why  is  that?  A.  The  reason  being  that  their  gains  from 
interest  have  not  borne  the  same  proportion  to  the  expected  gains 
that  the  other  items  had  and  they  are  given  a  larger  proportion 
at  maturity  probably  on  those  policies  than  they  really  deserved. 
The  New  York  Lite's  mode  of  .distribution  has,  as  Mr.  Weeks  lias 
testified,  given  to  the  policy  an  amount  of  surplus  believed  by 
them  to  have  been  equitably  contributed  by  it,  but  it  involves  if 
carried  out  thoroughly  and  of  the  carrying  of  the  sui;plus  in  the 
company,  counting  some  $12,000,000,  as  was  stated  as  surplus, 
which  was  on  the  reserve  account  as  reported  to  the  Department. 
The  Mutual  Life's  dividends  were  every  five  years,  as  stated,  con- 
seqiiently  there  were  not  the  gains  from  forfeitures  and  that  sort 
of  thing  that  there  were  in  the  other  two. 

ME.  HUGHES:  I  have  received  from  Auguslus.  G.  Paine  a 
statement  as  follows :  At  the  time  of  giving  my  testimony  before 
the  Investigating  Committee  I  was  asked  if  I  could  find  the  pa- 
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pers  relating  to  my  two  syndicate  subscriptions.  I  have  found  one, 
the  subscription  to  the  original  steel  syndicate  showing  my  pay- 
ments under  that  subscription  and  my  final  accounting  A\ilh  lie 
trust  company.  These  are  the  original  papers  received  at  the  time 
of  my  subscription.  The  other  was  of  the  subscription  for  $50,000 
through  J.  P.  Morgan  &  Co.  in  1901,  under  which  two  payments 
were  made.  In  1902  the  syndicate  was  closed  and  a  profit  of 
$1,232.33  resulted. 

"  The  enclosed  statement  is  to  correct  an  erroneous  impression 
given  in  the  New  York  "World,  and  I  would  dike  to  submit  the 
same  under  my  oath."  The  statement  to  which  he  refers  is  as 
follows : 

"  Col.  Paine  said  that  he  made  a  subscription  on  April  9th, 
1901,  at  the  office  of  the  ISTew  York  Security  and  Trust  Com- 
pany of  $25,000  in  the  underwriting  syndicate  of  the  United 
States'  Steel  Corporation,  under  the  agreement  with  J.  P.  Mor- 
gan &  Co.,  and  on  the  same  date  paid  in  cash  the  first  call  upon 
his  subscription  of  12-|  per  cent,  and  subsequently  all  other  calls 
as  they  were  made  on  the  Trust  Company  by  Messrs.  J.  P.  Mor- 
gan &  Co.  Col.  Paine  submitted  to  the  World  reporter  all  the 
original  documents  proving  this  statement. 

"  On  May  18th,  1904,  he  received  a  check  from  the  New  York 
Security  and  Trust  Company  for  the  balance  due  him  under  his 
subscription.  The  profit  made  on  this  subscription  was  about  25 
per  cent. 

"  Col.  Paine  said  that  he  had  no  knowledge  that  the  New  York 
Life  Insurance  Company  had  any  interest  in  the  Steel  Syndicate. 
Although  he  had  done  business  for  a  number  of  years  with  the 
New  York  Security  and  Trust  Company  his  only  connection  with 
that  company  was  that  of  a  depositor  of  securities  and  cash. 
He  never  borrowed  a  dollar  from  that  company  nor  had  any  busi- 
ness transaction  with  the  New  York  Life  Insurance  Company, 
in  which  he  has  been  a  Trustee  for  about  thirteen  years." 

ME.  HUGHES:  '1  offer  in  evidence  the  affidavits  of  Thomas 
M.  Banta,  verified  December  2Sth,  1896;  of  Hugh  H.  Thompson, 
verified  December  28th,  1896;  of  John  C.  Whitney,  verified  De- 
cember 28th,  1896;  to  the  effect  that  according  to  the  informa- 
tion of  the  affiants  no  moneys  had  been  paid  by  the  company  to 
the  Republican  campaign  fund  during  the  recent  presidential  elec- 
tion, that  is  the  election  of  1896;  all  said  affidavits  being  those 
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referred  to  in  the  testimony  as  having  been  fumiahed  to  the 
Goyemor  of  Texas. 


(Papers  marked  Exhibits  973,  974  and  975.) 

MR.  HUGHES :  Mr.  Weeks,  Mr.  Hugh  S.  Thompson,  Comp- 
troller, is  dead,  is  he  not? 

MR.  WEEKS:    Yes. 

ME,.  HUGHES:  I  offer  in  evidence  memorandum  of  insurance 
on  the  lives  of  officers  of  the  ISTew  York  Life  Insurance  Company, 
showing  the  amount  of  insurance  and  the  commissions  or  allow- 
ances received  by  the  officers. 

The  seven  papers  referred  to  were  marked  Exhibits  No.  976-A- 
B-C-D-E-F-G. 

MR.  HUGHES :  I  offer  in  evidence  statement  from  tbe  'New 
York  Life  Insurance  Company  of  the  ariiount  paid  for  examina- 
tion by  the  State  Insurance  Department  from  1894  to  1905. 

(Paper  marked  Exhibit  ~Eo.  977.) 

Mr.  HUGHES:  I  offer  in  evidence  statement  from  the  rec- 
ords of  the  Comptroller  of  the  State  of  New  York,  showing  the 
memorandum  of  taxes  of  the  New  York  Life  Insurance  Com- 
pany, under  Chapter  118  of  the  Laws  of  1901,  together  with  all 
rebates  and  allowances  thereon. 

(Paper  marked  Exhibit  978.) 

(Exhibit  No.  978  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  I  offer  in  evidence  Exhibit.  No.  150,  for 
identification,  being  the  sheet  of  income  and  disbursements  of 
1904,  of  the  New  York  Life  Insurance  Company. 

(Paper  marked  Exhibit  No.  150  in  evidence.) 
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(Exhibit  No.  150  will  be  found  in.  the  Book  of  Exhibits.) 

ME.  HUGHES :  I  offer  in  evidence  stateTiaent  of  the  business 
of  C.  H.  Kaymond  &  Company,  furnished  by  the  Mutual  Life 
Insurance  Company. 

(Paper  consisting  of  two  sheets  was  marked  Exhibits  Nos.  9T9 
and  980.) 

(Exhibits  Nos.  979  and  980  will  be  found  in  the  Book  of  Ex- 
hibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  containing  the 
syndicate  participations  of  Mr.  A.  D.  Juilliard. 

(Paper  marked  Exhibit  No.  981.) 

MR.  HUGHES :  I  also  offer  in  evidence  a  statement  of  the 
syndicate  participations  of  George  E.  Baker. 

(Paper  marked  Exhibit  No.  982.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  the  Insur- 
ance.  Examination  of  the  State  Insurance  Department,  and  the 
amount  paid  thereon  of  the  Mutual  Life, 

(Paper  marked  Exhibit  No.  983.) 

MR.  HUGHES :  I  offer  in  evidence  the  bank  balances  of  the 
Mutual  Life  Insurance  Company  for  1904,  being  Exhibit  No.  62 
for  identification. 

(Exhibit  No.  62  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  balances  of  the  New 
York  Life  Insurance  Company  for  the  year  1904,  being  part  of 
Exhibit  No.  39  for  identification, 

(Paper  marked  Exhibit  No.  984.) 
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(Exhibit  No.  984  will  be  found  in  the  Book  of  Exhibits.) 

ME.  HUGHES :    I  offer  in  evidence  the  bank  balances  of  the 
Eqiiitable  Life  Assurance  Society  for  the  year  1904. 


(Paper  marked  Exhibit  JSTo.  985.) 

(Exhibit  No.  985  will  be  found  in  the  Book  of  Exhibits.) 

MILES  M.  DAWSON,  resumed: 

BY  MR.  HUGHES: 

Q.  Have  you  prepared  a  gain  and  loss  exhibit  showing  policies 
within  their  first  year,  in  1904,  in  companies  doing  business  in 
the  State  of  New  York,  showing  the  expected  losses,  actual  losses, 
mortality  gain,  loading,  total  margins  and  first  year's  expenses? 
A.  I  havB. 

Q.  From  what  are  the  data  compiled  ?  A.  From  information 
furnished  by  the  companies  in  response  to  the  request  of  the  com- 
mittee. It  is  proper  to  say  in  this  connection  that  on©  company, 
the  Life  Association  of  America,  has  refused  to  furnish  informa- 
tion, and  one,  the  State  Life  Insurance  Company  of  Indiana,  has 
fiiiled  to  furnish  it,  not  replying  at  all. 

(Paper  marked  Exhibit  No.  986.) 

(Exhibit  No.  986  will  be  found  in  the  Book  of  Exhibits.)' 

THE  WITNESS :  I  wish  to  ask  of  the  Chairman  of  the  com- 
mittee the  privilege  of  making  any  corrections  or  slight  amehda- 
tions  which  may  be  required  in  the  exhibits.  There  are  one  or 
two  matters  which  are  not  quite  settled  between  myself  and  the 
companies. 

THE  CHAHIMAN:    Yes. 
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MR.  HUGHES :  I  offer  in  evidence  statement  furnished  by  the 
Mutual  Life  Insurance  Company  as  to  the  City  Realty  Company 
and  property  owned  and  sales  thereof,  at  Rochestei-,  N.  T. 

(Paper  marked  Exhibit  987.) 

MR.  HUGHES :  I  offer  in  evidence  copy  of  the  contract  with 
D.  B.  Harper  on  the  part  of  the  Mutual  Reserve  Fund  Life  Asso- 
ciation, furnished  by  that  company. 

(Paper  marked  Exhibit  988.) 

MR  HUGHES :  I  offer  in  evidence  the  deposition  of  Isaac 
Vanderpoel  in  the  case  in  the  Supreme  Court  of  the  Mutual  Re- 
serve Fund  Life  Association  against  J.  Thompson  Patterson. 

(Paper  marked  Exhibit  989.) 

MR.  HUGHES :  I  offer  in  evidence  statement  relating  to  cost 
of  the  Mutual  Reserve  building,  from  the  files  of  the  Department 
of  Insurance. 

(Paper  marked  Exhibit  990.) 

MR.  HUGHES :  I  also  offer  in  evidence  statement  of  income 
of  the  Mutual  Reserve  Building,  from  the  files  of  the  Department 
of  Insurance. 

(Paper  marked  Exhibit  991.) 

MR.  HUGHES :  I  have  received  in  accordance  vsdth  the  re- 
quest of  the  committee  from  the  Security  Mutual  Life  Insurance 
Company  contract  with  A.  S.  Rennie,  of  Chicago,  Illinois,  from 
which  it  appears  that  the  compensation  allowed  to  Mr.  Rennie 
is  as  follows : 

On  all  business  secured  under  and  by  the  terms  of  this  con- 
tract the'foUowing  brokerage  commissions  on  premiums  paid  for 
the  first  year  the  insurance  shall  be  in  force — on  probable  life  an- 
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nual  renewals,  wliole  life,  15  year  return  accumulation,  twenty 
payment  life  and  ten  year  term  .annual  renewable  plan,  80  per 
cent. ;  15  payment,  70  per  cent. ;  10  payment,  50  per  cent. ;  on 
twenty,  twenty-five  and  thirty  year  endowments,  70  per  cent. ;  18 
year  endowment,  60  per  cent. ;  10  year  endowment,  50  per  cent., 
all  of  the  above  being  participating  policies. 

On  second  and  subsequent  years'  premiums  as  collected  on  the 
above  named  particip.ating  policies  there  shall  be  allowed  and  paid 
to  the  said  manager  a  reneAval  commission  of  8  per  cent.,  said 
renewal  commission  to  be  paid  to  the  party  of  the  second  part  or 
his  legal  representatives  so  long  as  the  insurance  procured  under 
this  contract  is  in  force  on  the  boolks  of  the  company  and  the  in- 
sured continues  to  pay  full  premiums  thereon,  except  that  should 
the  amount  of  insurance  to  the  credit  of  this  contract  be  at  any 
time  less  than  the  sum  of  $100,000,  then  all  renewals  shall  cease 
and  determine  and  revert  to  the  company. 

It  is  further  agreed  that  upon  non-participating  policies  as  now 
issued  by  iiie  company  there  will  be  allowed  a  brokerage  commis- 
sion of  60  per  cent,  on  whole  life  and  twenty  payment  life,  and 
fifty  per  cent,  upon  twenty  year  endowment,  but  upon  certain  non- 
participating  policies  there  shall  be  no  renewal  commissions. 

On  all  business  secured  by  said  manager  prior  to  the  date  of 
this  contract  the '  compensation  shall  be  in  accordance  with  the 
terms  and  conditions'  of  a  certain  contract  bearing  date  Decem- 
ber 15,  1897. 

11.  A  failure  or  neglect  on  the  part  of  said  manager  to  make 
reports  and  pay  over  moneys  belonging  to  said  company  according 
to  the  conditions  of  this  agreement  shall  be  sufficient  reason  for 
immediately  terminating  this  contract  at  any  time  without  notice, 
anything  in  this  agreement  to  the  contrary  notwithstanding. 

MR.  HTJGrHES:  I  also  offer  in  evidence  statement  of  account 
of  A.  S.  Rennie  with  the  Security  Mutual  life  Insurance  Com- 
pany, from  1896  to  1905. 

MR.  HUGHES:  I  offer  in  evidence  correspondence  between 
William  Boswell  and  the  Security  Mutual  Life  Insurance  Ogin- 
pany  touching  the  use  of  adver*-ising  of  probable  life  polioies. 
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(Tiie  papers  were  admitted  in  evidence  and  marked  Exhibit 
994.) 

ME.  HUGHES :  I  will  state  upon  tlie  record  that  the  Security 
Mutual  Life  Insurance  Company  states  that  the  company  advanced 
to  the  Chicago  office,  that  is  Mr.  Eennie's  agency,  $400  a  month 
to  cover  the  rent  and  office  expenses.  The  amount  is  not  charged 
against  Mr.  Eennie,  and  that  it.will  be  cut  in  half  about  December 
31  of  this  year. 

Mr.  Turner  further  states  that  in  his  testimony  he  stated  that 
the  minimum  renewals  were  Y  per  cent. ;  that  that  was  his  recol- 
lection, but  he  knows  of  three  instances  where  a  renewal  of  eight 
per  cent,  was  allowed,  and  Mr.  Eennie's  case  was  one  of  them. 
Mr.  Turner  further  states  that  in  his  testimony  he  stated  as  he 
recollected  that  Mr.  Eennie's  brokerage  commission  was  70  per 
cent.,  and  an  overriding  commission  of  ten  per  cent.,  but  finds 
that  he  was  in  error,  and  Mr.  Eennie's  contract  is  80  per  cent, 
graded  with  no  overriding.  That  this  is  true  of  two  or  three  other 
contracts  which  were  made  several  years  ago  and  that  are  now  in 
force. 

ME.  HUGHES:  I  will  also  state  that  the  committee  has  re- 
ceived from  the  Security  Mutual  Life  Insurance  Company  a 
form  of  proxy  and  specimens  of  policy  which  I  had  requested. 
I  will  also  offer  in  evidence  statement  of  Mr.  Francis  W.  Alex- 
ander. 

(Paper  marked  Exhibit  995.) 

(Exhibit  995  will  be  found  in  the  book  of  exhibits.) 

ME.  HUGHES :  I  also  offer  in  evidence  statement  from  Provi- 
dent Savings  Life  Assurance  Society  with  regard  to  policy  I^o. 
129,771,  Isaac  Shapiro. 

(Paper  marked  Exhibit  996.) 

(Exhibit  996  will  be  found  in  the  book  of  exhibits.)^ 
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ME.  HUGHES:  I  will  Lave  marked  for  identification  tho 
charter  of  tlie  Provident  Savings  which  was  used  in  the  examina- 
tion. 

(Charter  marked  Exhibit  997,  for  identification.) 

ME.  HUGHES :  I  offer  in  evidence  statement  of  the  traveling 
expenses  of  the  Provident  Savings  Life  Assurance  Society  paid 
during  the  year  1904. 

(Paper  marked  Exhibit  998.) 

(Exhibit  998  will  be  found  in  the  book  of  exhibits.) 

ME.  iHUGHES:  I  offer  in  evidence  statement  of  collateral 
loans  of  the  Provident  Savings  Life  Assurance  Society,  being 
Exhibit  734  for  identification. 

(Paper  marked  Exhibit  999  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGHES :  I  also  offer  report  of  examination  by  the  De- 
partment of  the  Provident  Savings  Life  Assurance  Society  under 
date  of  October  19,  1897. 

(Eeport  marked  Exhibit  1,000  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGHES:  I  offer  in  evidence  statement  of  syndicate 
schedule  of  participations  of  the  Metropolitan  Life  Insurance  Com- 
pany, being  Exhibit  350,  for  identification. 

(Paper  marked  Exhibit  1,001  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGHES:  I  offer  in  evidence  statement  of  the  rentals 
and  expenses  of  the  Metropolitan  Life  Insurance  Society. 
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(Paper  marked  Exhibit  1,002  and  will  be  found  in  the  book  oi 
"exhibits.) 

ME.  HUGHES :  I  offer  in  evidence  statement  of  the  expenses , 
for  examinations  of  the  Insurance  Department  incurred  by  tho 
Metropolitan  Life  Insurance  Company. 

(Paper  marked  Exhibit  1,003  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGrHES:  I  offer  in  evidence  statement  of  November  7, 
1905,  as  to  lapses,  etc.,  in  the  Metropolitan  Life  Insurance 
Company. 

(Paper  marked  Exhibit  1,004  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGHES:  I  offer  in  evidence  statement  of  insurance  in 
force  of  the  Metropolitan  Life  Insurance  Company. 

(Paper  marked  Exhibit  1,005  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGHES:  I  offer  in  evidence  statement  of  additional 
benefits  and  cash  dividends  on  regular  industrial  policies  of  the 
Prudential  Company,  being  Exhibit  688  for  identification. 

(Paper  marked  Exhibit  1,006  and  will  be  found  in  the  book  of 
exhibits.) 

ME.  HUGHES :  I  offer  in  evidence  statement  of  certain  correc- 
tions in  testimony  given  by  officers  -of  the  Home  Life  Insurance 
Company  (which  will  appear  later,  then  being  marked  as  Exhibit 
1,007  in  the  book  of  exhibits). 

ME.  HUGHES:  I  offer  in  evidence  statement  of  payments 
made  to  individuals  by  the  Mutual  Life  Insurance  Company  of 
Xew  York  in  connection  with  advertising. 
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(Paper  marked  Exhibit  1,008.) 

(Exhibit  1,008  will  be  found  in  the  book  of  exhibits.) 

MR». HUGHES:  I  offer  in  evidence  statements'  of  payments 
made  by  the  New  York  Life  Insurance  Company  to  insurance 
journals,  1900  to  1905  inclusive. 


THE  OHAIKMAiN':  Are  there  any  payments  there  made  ap- 
parently except  to  insurance  journals  for  reports  ? 


MR.  HUGHES:  These  statements  are  annual  reports,  sub- 
scriptions, statements,  notices,  pamphlets,  etc.,  the  certain  num- 
ber of  copies  in  particular  cases  and  in  special  cases  special 
services. 


THE  CHAIEMAIST:  I  notice  they  are  very  voluminous,  and  it 
might  not  be  necessary  to  read  them. 


MR.  HUGHES:  I  will  read;  instead  of  offering  the  whole 
sheets  in  evidence  I  will  offer  such  payments  as  appears  to  be 
made  to  individuals. 

P.  J.  Hanway,  Vigilant,  N.  Y.,  annual  report  one  page  once, 
$100,  services,  $200;  5,000  copies  issued  January  3i;  1900, 
wrapped  and  mailed,  $1,026 ;  1,000  copies  issued  February  28, 
$200 ;  500  copies  issued  May  31,  $100. 

P.  J.  Hanway,  Vigilant,  IST.  Y.    Special  services,  $300. 

I  am  informed  by  the  representatives  of  the  New  York  Life  In- 
surance Company  that  these  are  the  only  payments  in  that  year  to 
individuals.  C.  D.  Lakey,  1901,  special  services  January  1  to 
July  1,  1901  (check  to  Charles  D.  Lakey,  $300.)  P.  J.  Hanway, 
Vigilant,  nothing  in  1901. 

1902.  Special  services,  Jul  y  1,1901,  to  January  1,  1902,  cheek 
to  S,  D.  Lakey,  Cranford,  New  Jersey,  $300;  special  services. 
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January  1,  1902,  to  July  1,  1902,  check  to  S.  B.  Lakey,  Cranford, 
IST.  J.,  $300. 

1903.  Vigilant.  Special  services,  February  2,  1903,  $200 ;  ditto 
April  2,  1903,  $200;  expense  by  order  of  president,  September 
25,  $250. 

1904.  Special  services  from  July  1,  1903,  $300;  special  services 
from  January  1,  1904,  to  December  31,  1904,  $300. 

THE  CHAIRMAN :  Who  was  that  last  to  ? 

"MR  HUGHES:    It  does  not  appear.     It  is  under  the  head  of 
^'^igiIant,  as  they  are  doubtless  items  of  the  same  nature. 

P.  J.  Hanway,  special  services  rendered,  $2,200;  expenses  in- 
curred by  direction  of  president,  $250. 

I  also  offer  in  evidence  statement  furnished  by  the  ^ew  York 
Life  Insurance  Company,  payments  made  to  E.  Eiggs,  special 
work  in  connection  with  newspaper  advertising,  1900  to  1905, 
both  inclusive. 

Statement  marked  Exhibit  1009,  and  read  in  evidence  by  Mr. 
Hughes. 

ME.  McKEElST:  It  is  proper  to  state  upon  the  record  that  it 
was  the  purpose  of  counsel  under  the  general  instinictions  of  the 
committee,  and  within  the  scope  of  the  resolution,  to  &sk  the 
presence  of  all  officers  of  companies  doing  business  in  this  State 
not  here  incorporated,  and  with  a  view  to  that — with  a  view  to 
expedite  their  examination,  the  chairman  requested  from  those 
t'ompanies  very  full  documentary  statements  covering  many 
points  within  the  scope  of  the  inquiry. 

The  companies  responded  and  professed  a  desire  to  attend  at 
whatever  time  the  committee  require  their  presence ;  and  it  is  due 
many  of  the  companies  incorporated  in  other  States  to  say  that 
they  expressed  a  very  ardent  desire  to  have  an  opportunity  to  be 
subjected  to  the  same'degree  of  investigation  that  has  been  meted 
out  to  the  companies  incorporated  here.  In  view,  however,  of  the 
limitations  upon  the  time  it  has  been  impossible  to  proceed  with 
the  oral  examination  of  officers  of  companies  other  than  those 
incorporated  in  this  State,  with  the  exception  of  the  Prudential, 
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of  New  Jersey,  and  witli  the  exception  that  at  the  outset  of  the 
inquiry  the  officers  of  sev€ral  of  the  companies^  incorporated  in 
other  States  were  orally  exaijained  simply  as  to  the  method  of 
organization  of  those  companies.  They  have,  however,  as  I  said, 
transmitted  pursuant  to  the  request  of  the  committee  a  vast 
amount  of  documentary  information,  and  the  same  limit  of  time 
has  made  it  impossible  to  read  upon  the  record  the  statements  fur- 
nished by  them,  although  many  of  them  are  pertinent.  And  the 
counsel  to  the  committee  have  concluded  that  the  only  available 
thing  to  do  is  to  enter  upon  the  record  that  it  may  be  transmitted 
by  your  committee  to  the  Legislature  for  the  information  of  the 
Legislature  abstracts  of  the  information  thus  furnished. 

With  that  preliminary  statement  I  .present  to  the  committee 
such  an  abstract  and  suggest  that  an  entry  accordingly  be  made 
upon  the  record.  There  are  one  or  two  matters  of  very  general 
interest  touching  upon  very  broad  phases  of  the  inquiry  which, 
if  the  committee  desire,  perhaps  niay  briefly  be  orally  read, 
although  they  are  contained  in  tjie  record  that  will  be  handed  to 
the  stenographer. 

THE  CHAIEMAN:  Do  I  understand  that  it  is  the  purpose  to 
not  embody  the  entire  statements  furnished  by  those  companies  in 
the  record  at  all? 

MR.  McKEElST:  It  has  been  thought  utterly  impossible,  sir. 
Eor  example,  several  of  the  companies  in  responding  to  the  request 
of  the  chairman  transmitted  to  ISTew  York  their  entire  original 
records.  They  possibly  misapprehended  the  scope  of  the  request, 
for  they  sent  here  cart  loads  of  original  records.  Of  course  it 
would  be  quite  impossible  to  rnake  a  complete  entry  upon  the  rec- 
ord; and  this  is  put  upon  the  record  not  properly  as  evidence,  but 
as  in  the  nature  of  a  statement  coming  from  counsel  to  the  com- 
mittee of  the  nature  of  the  information  furnished, 

THE  CHAIRMAN:    I  see. 

MK.  McKEElST:  Now,  it  occurs  to  me  that  if  the  sessions  of 
the  committee  hold  out  at  this  late  hour,  it  is  proper  to  read  one  or 
two  of  the  extracts  from  this  abstract. 
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THE  CHAIEMAN:  The  Committee  would  like  to  adjourn  by 
five  o'clock. 

-  MK.  McKEElST:  I  won't  take  that  time,  sir.  Eor  example,  it 
appears  in  answer  to  the  request  made  upon  the  Provident  Life 
and  Trust  Company,  of  Philadelphia,  among  other  things,  they 
were  requested  to  state  whether  or  not  they  had  made  campaign 
contributions,  and  the  company  have  transmitted  this  action  in- 
that  regard:  ' 

At  a  special  meeting  of  the  Board  of  Directors,  held  on  the 
27th  day  of  the  eighth  month,  1896,  the  following  resolution  was 
adopted: 

The  officers  of  the  company  are  authorized  to  contribute  to  the 
National  Committees  of  the  Peyubliean  Party  and  of  the  Sound 
Money  Wing  of  the  Democratic  Party,  and  to  such  other  agencies 
as  the  officers  may  approve,  such  sums  as  they  may  deem  best,  not 
exceeding  $25,000  in  the  aggregate,  for  the  distribution  of  Sound 
Money  literature,  and  for  paying  the  expenses  of  public  speakers 
on  the  Sound  Money  Cause. 

In  accordance  with  the  above  resolution  the  company  made  the 
following  payments  in  1896,  amounting  to  $13,850: 

1896. 

7  Mo.  30  Contributions   to   Sound  Money  League   of 

Pennsylvania $2,50 

8  Mo.  20  Postage  to  be  used  by  Republican  State  Com- 

mittee in  mailing  Sound  Money  literature.  500 

28  Pennsylvania  State  Committee  of  Sound 
Money,  Democratic  Party,  for  dissemina- 
tion of  Sound  Money  doctrines 1,000 

28  National  Committee  of  Sound  Money,  Demo- 
cratic Party,  for  dissemination  of  Sound 
Money  doctrines 1,000 

9  Mo.    2  Republican  National  Committee  for  dissemi- 

nation of  Sound  Money  doctrines 10,000 

24  Donation  to  Stilwell's  Lecture  Fund  for  Sound 

Monev 50 
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10  Mo.    2  Postage  to  be  used  by  Eepnblican  State  Com- 
mittee in  mailing  Sound  Money  literature.         $500 

8  C.  C.  Harrison,  for  use  Eepubliean  Congres- 
sional Committee,  Washington,  D.  C,  for 
•account  General  James  A.  Walker's  Dis- 
trict    200 

15  Sig.    Stein  er,    for    promulgation    of    Sound 

Money  doctrines  in  Alabama "."...  50 

19  Union    League    Club,    for  dissemination    of 

Sound  Money  ideas 100 

19  Contribution  to  Republican  Campaign  Com- 
mittee f orvSound  Money  doctrines  in  Twen- 
tieth Ward  \ 100 

23  Contribution  for  Sound  Money  cause,  Henry 

C.  Morse,  Wilmington,  Delaware 100 


$13,860 


The  company  have  also,  and  all  these  companies  have  furnished 
itemized  statements  of  all  items  paid  for  legislative  services  which 
Avill  be  entered  upon  the  record,  and  which  time  forbids  us  read- 
ing. It  is  proper  to  state  in  connection  with  the  company  making 
the  contributions  just  read  that  it  is  both  a  trast  company  and  a 
life  insurance  company,  and  the  two  businesses  being  combined 
and  but  to  a  certain  extent  carried  on  separately.  That  company 
also  furnished  a  schedule  showing  participations  in  a  great  number 
of  syndicates,  and  some  individual  participations  by  the  president 
in  the  same  syndicates  in  which  .the  company  took  participations, 
and  this  special  mimite  furnished  by  the  company  in  that  con- 
nection. 

In  the  year  1893  the  Reading  Railroad  failed. 

In  the  year  1894  a  reorganization  committee  was  appointed,  of 
which  Mr.  Shipley-  was  made  a  member  mainly  through  the  in- 
fluence of  Mr.  Anthony  J.  Drexel,  Mr.  John  Lowber  Walsh  and 
Samuel  Dickson,  Esq. 

After  a  year  and  a  half,  or  about  that  time,  a  plan  of  reorganiza^ 
tioa  was  proposed  by  it,  which  was  finally  consented  to  by  the 


Testimony  of  Miles  M.  Dawson.  4767 

holders  of  tte  Keading  securities,  and  the  new  company  was  or- 
ganized as  a  result. 

The  members  of  the  reorganization  committee  under  the  plan 
were  awarded  a  substantial  fee  as  compensation  for  their  work. 
They  were  also  awarded  a  share  in  a  syndicate  which  was  in- 
tended to  raise  some  millions  of  dollars  by  the  sale  of  certain  pre- 
ferred and  common  stock  and  certain  bonds  of  the  new  company. 

Believing  that  the  moving  cause  of  his  appointment  had  been  in 
large  measure  the  fact  that  he  was  president  of  The  Provident  life 
and  Trust  Company,  and  knowing  that  he  had  taken  a  large 
amount  of  time  from  the  affairs  of  the  company  to  serve  in  the 
capacity  of  manager,  Mr.  Shipley  thought  it  proper  to  hand  over 
the  share  in  the  syndicate  to  the  Provident  Life  and  Tru-st  Cora- 
pany.  This  was  done.  They  took  the  securities  and  paid  for 
them  the  sum  of  $203,000.  In  the  course  of  two  years  they  real- 
ized a  profit  of.  $153,000. 

Another  Philadelphia  company  making  campaign  contributions 
furnishes  the  following  memoranda: 

The  president  stated  that  in  view  of  the  present  financial  condi- 
tion- of  this  company,  and  also  in  view  of  the  possible  election  of  a 
President  of  the  United  States  of  America,  who  advocated  and  en- 
dorsed an  unsound  money  standard  and  the  free  coinage  of  sil- 
ver, he  had  called  a  meeting  of  the  finance,  the  claims  and  trustees 
representing  other  committees,  to  consider  the  state  of  public  af- 
fairs and  their  bearing  upon  this  corporation. 

He  said  at  that  meeting  Charles  C.  Harrison,  LL.  D.,  Provost 
of  the  University  of  Pennsylvania,  had  been  invited  to  be  present 
and  that  Mr.  Harrison  had  given  to  the  trustees  his  view  on  the 
public  situation. 

The  secretary  and  treasurer  then  read  the  minutes  of  the  meet- 
ing above  referred  to,  and  as  will  be  found  reported  in  the 
minute  book  of  the  committee  on  claims,  under  date  August  27, 
18^6. 

The  result  of  that  meeting  was  the  unanimous  adoption  upon  a 
call  of  the  yeas  and  nays  of  a  resolution  of  which  the  following  is 
a  copy,  to  wit: 

Eesolved,  That  this  special  meeting,  composed  of  members  of 
the  finance,  claims  and  agencies  committees,  recommends  to  the 
Board  of  Trustees  at  a  special  meeting  to  be  held  at  the  home 
office  on  Monday,  August  31,  1896,  at  3.30  P.  M.,  that  this  com- 
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pany  makes  a  contribution  of  ten  thousand  ($10,000.00)  dollars 
to  the  !N"ational  Republican  Campaign  Committee. 

The  president  stated  further  that  due  notice  has  been  sent  to 
the  trustees  and  that  letters  of  full  explanation  have  been  written 
by  the  secretary  and  treasurer  to  Messrs.  Plympton  &  Miller,  and 
by  himself  to  Mr.  Phyle;  that  replies  have  been  received  from 
Messrs.  Plympton  &  Miller,  and  as  said  trustees  were  not  present, 
it  was  but  fair  that  their  letters  should  be  read  to  the  board, 
whereupon  the  letters  were  read  to  the  trustees. 

The  following  was  the  substance  of  Mr.  Plympton's  letters: 

He  desires  as.  earnestly  as  any  or  all  the  trustees,  the  election 
of  the  Eepublican  National  ticket  in  November  next. 
•  He  had  personally  contributed  to  that  end,  but  could  not  see  his 
way  clear  to  contribute  from  the  'funds  of  the  company  as  recom- 
mended, as  he  was  in  doubt  as  to  mingling  politics  with  business. 
He  expressed  absolute  confidence,  however,  in  the  board  to  deal 
with  the  question,  and  was  willing  to  accept  its  judgment. 

Dr.  Miller  wrote  that  the  state  of  his  health  did  not  permit  him 
to  be  present.  That  he  was  heartily  in  accord  with  the  movement, 
but  did  not  approve  of  donating  any  part  of  the  company's  funds 
for  any  other  purpose  than  that  contemplated  in  the  charter.  In 
his  opinion  the  trustees  have  no  right  to  do  so — the  company  being 
mutual  —  stock  companies  and  banks  are  different  and  their 
prompt  and  liberal  action  is  to  be  recommended. 

Personally  he  is  working  as  hard  as  his  health  will  permit  to 
make  converts  for  honest  money. 

The  president  stated  that  Mr.  Poland  had  called  at  the  home 
office,  expressed  his  opinion  in  favor  of  the  appropriation  as 
recommended,  and  desired  to  be  recorded  in  that  way. 

At  the  request  of  the  president,  the  secretary  and  treasurer  then 
read  the  following  extracts  from  the  general  minutes,  to  wit: 

At  a  special  meeting  of  the  Penn  Mutual  Life  Insurance  Com- 
pany, held  April  22,  1861,  three  days  after  the  Massachusetts 
troops  were  fired  on  in  passing  through  Baltimore,  the  follow- 
ing resolution  was  passed: 

There  were  twelve  trustees  present  at  the  meeting,  one  of  whom, 
Mr.  James  0.  Pease,  is  a  member  of  our  present  board. 

The  assets  of  the  company  January  1,1861,  were  $1,0T8,000.00. 

The  resolutions  were  ordered  to  be  published  April  22,  1861. 
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Then  follows  the  record  of  the  campaign  contribution  made  in 
1861,  and  after  a  full  debate  fully  entered  upon  the  records  the 
motion  was  unanimously  carried  making  the  appropriation  in  1896, 
said  to  be  the  only  campaign  contribution  made  by  that  company. 

As  before  stated,  I  see  no  reason  to  read  further  from  this  ab- 
stract. 


THE  CHAIRMAlSr:  The  abstract  will  be  entered  upon  our 
records. 

(The  remainder  of  the  abstract  referred  to  by  Mr.  McKeen  will 
be  found  at  the  close  of  this  day's  session.) 

MILES  M.  DAWSOIST,  tesumed: 

BY  MR.  HUGHES: 

Q.  Referring  to  the  out  of  State  companies,  is  this  a  statement 
of  the  amounts  for  policies  with  accumulated  surplus  periods  of 
twenty  years  furnished  by  the  Penn  Mutual?  A.  This  is  a  state- 
ment showing  the'  way  in  which  they  kept  accounts  with  deferred 
dividend  policyholders — individual  accounts. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  1,010  and  will  be  found-  in  the 
Book  of  Exhibits.) 

Q.  Is  this  a  statement  of  the  manner  in  which  individual  ac- 
counts are  kept  with  the  deferred  dividend  policyholders  of  the 
]^orth western  Mutual  Life  Insurance  Company?  A.  A  statement 
furnished  by  the  company,  yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  1,011,  and  will  be  found  in  tlie 
Book  of  Exhibits.) 

150    .j^L^yr 
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,     Q.  Is  this  a  statement  of  a  specimen  card  of  the  Northwestern 
showing  the  accoimt  of  such  a  policy?    A,  It  is. 

MK.  HUGHES:  I  offer  it  in  evidence. 

(Card  marked  Exhibit  No.  1,012,  and  will  be  found  in  the 
Book  of  Exhibits.) 

Q.  Referring  to  Wew  York  companies,  is  this  the  Metropolitan 
mortality  table  furnished  by  the  company?  A.  Yes,  sir,  it  is  the 
mortality  table  testified  to  by  Mr.  Craig,  drawn  from  the  experi- 
ence of  their  industrial  busings — ^Mr.  Craig  is  actuary  of  the  Met- 
ropolitan. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  1,013,  and  will  be  found  in  the 
Book  of  Exhibits.) 

Q.  Is  this  a  statement  of  the  annual  dividends  of  the  Mutual 
Life  Insurance  Company,  1885,  1890,  1895  and  1905,  on  policies 
of  a  thousand  dollars  issued  at  age  thirty-five?  A.  It  is,  furnished 
by  the  company. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  1,014,  and  will  be  found  in  the 
Book  of  Exhibits.) 

Q.  Is  this  a  statement  of  the  annual  dividends  which  the  New 
York  Life  Insurance  Company  figures  at  age  forty  as  paid  in 
1885,  1890  and  1905?    A.  It  is. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  1,015,  and  will  be  found  in  the  Book  of 
Exhibits.) 

(Exhibits  Nos.  1016  to  1028,  inclusive,  offered  in  evidence  and 
^viIl  be  found  in  the  Book  of  Exhibits.) 
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MR.  HTJGHES:  That,  Mr.  Chairman,  completes  the  evidence 
which  counsel  are  prepared  to  offer  to  the  committee. 

THE  CHAIEMAN:  Is  there  any  more  evidence  to  be  brought 
before  the  committee,  or  any  further  business  before  adjourn- 
ment? Well,  Mr.  Hughes  and  Mr.  Keen  and  Mr.  Fleming,  the 
committee  feel  as  if  in  expressing  their  thanks  to  those  who  have 
been  of  assistance  to  us,  their  first  thanks  are  due  to  the  very 
prolonged  labor  and  very  able  way  in  which  you  have  performed 
the  labor  that  has  been  incident  to  this  long  and  arduous  inves- 
tigation. This  is  the  fifty-seventh  hearing.  It  began  on  Sep- 
tember 6,  and  we  have,  including  Sundays  "and  holidays  and  the 
recesses  caused  by  the  death  of  Mr.  Sackett  and  Senator  Ambler, 
and  the  late  Speaker  Nixon,  sat  upon  an  average  every  other 
day  since  the  first  hearing  began,  something  which,  looking 
back  at  it,  seems  now  even  in  retrospect  to  have  been  Herculean 
when  performed  by  counsel,  who  even  working  night  and  day, 
were  hampered  by  many  things  and  necessarily  put  to  great 
effort  to  perform  such  a  task.  The  committee  desires  tO  express 
its  cordial  thanks  to  President  Ahearn,  of  the  Borough  of  Man- 
hattan, and  his  secretary,  Mr.  Downing,  as  well  as  to  the  ad- 
ministration here  in  New  York,  and  particularly  the  officers 
and  attendants  who  have  had  charge  of  the  rooms  we  have  oc- 
cupied, for  the  many,  many  courtesies  they  have  shown  us  and 
the  hospitality  and  genuine  good  will  that  has  been  exhibited  to 
us  at  all  times.  They  have  inconvenienced  themselves  time  and 
time  again  to  meet  the  convenience  of  this  committee  and  enable 
these  hearings  to  proceed  without  interruption,  and  the  commit- 
tee is  deeply  grateful  for  the  many  favors  that  have  been  con- 
ferred by  them,  and  desires  to  thank  them. 

To  our  friends  of  the  press  I  suppose  I  need  not  ,say  what  we 
often  have  during  our  session,  that  we  have  at  all  times  been 
mindful  that  we  were  receiving  from  them  the  most  courteous 
treatment,  and  exceedingly  honorable  treatment,  and  we  are  glad 
to  add  to  our  information  of  the  newspaper  men  of  Albany  that 
which  we  have  acquired  of  the  newspaper  men  in  New  York 
city. 

As  a  fraternity,  they  seem  to  be  made  up  of  men  of  rather 
high  ideals,  and  of  very  generous  dispositions  and  inclined  to  bo 
fair  beyond  question. 
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I  must  not  cease  -without  speaking  of  the  work  of  our  consult- 
ing actuary,  Mr.  Dawson,  and  of  the  very  valuable  services  whicli 
have  been  rendered  to  us  by  Mr.  Scudd-ir,  M'ho,  upon  matters  of 
valuation  of  securities  and  finances,  and  information  relative  to 
financial  transactions,  has  been  of  the  greatest  value  to  us  from 
a  time  before  the  investigations  activfily  begun. 

Mr.  Hughes,  or  Mr.  McEeen,  have  you  anything  further  l<j  say 
before  we  take  our  adjournment? 

The  committee  will  meet  immediately  in  the  anteroom  adjoin- 
ing in  executive  session,  and  unless  a  special  meeting  should  be 
called  by  some  exigency  or  emergency  of  which  we  are  now  un- 
aware, the  committee  will  stand  adjourned. 

Adjourned. 
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NATIONAL  LIFE  INSUKANCE  COMPAlSrY, 
OF  MONTPELIER,  VERMONT. 

This  company  has  complied  with  the  request  of  the  committee 
and  has  furnished  documentary  information  as  follows : 

Minutes  of  Finance  Committee,  8  volumes  (original  documents 
returned  to  company). 

Seven  Eate  Books. 

By-Laws. 

List  of  legal  expenses. 

Minutes  of  Directors'  meetings. 

Minutes  of  annual  meetings. 

Monthly  bank  balances. 

List  of  securities. 

Addition  to  gain  and  loss  exhibit. 

General  agents'  contract. 

Statement  as  to  commissions. 

Expenses  of  first  year. 

Statement  of  mortgage  loans. 

Statement  of  bonds. 

Statement  of  collateral  loans. 

Also  bound  volume  containing  statement  of  bonds. 

Collateral  notes;  real  estate  mortgages  (returned  to  company). 

The  minutes  of  the  directors'  meetings  and  of  the  meetings  of 
the  Finance  Committee  contain  what  appear  to  be  very  full  records 
of  all  proceedings,  and  it  appears  from  these  minutes  that  the 
Finance  Committee  passed  in  detail  upon  all  inve^.tnicnts  i.iade  by 
the  company. 

All  legal  expenses  of  the  company  for  the  past  10  years  have 
been  itemized,  showing  to  whom  the  payments  were  made  and  for 
what  purpose  in  every  case.     The  total  legal  expenses 

For  1895  were ; $838.55 

For  1896  were 1,027.33 

For  1897  were 5,921.19 

For  1898  were. 3,983.89 
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For  1899  were $4,109.00 

For  1900  were 6,557.32 

For  1901  were 5,749.40 

For  1902  were. ,. . .  481.21 

For  1903  were 2,630.13 

For  1904  were 6,936.24 

For  1905  were 5,901.03 

(Going  to  November  11th.) 

Note:  THs  year  (1902)  it  appears  that- the  legal  expenses 
were  reduced  by  thB  recovery  of  a  large  bill  of  costs,  which  was 
credited  by  the  company  against  its  payments  of  legal  expenses 
of  that  year  in  arriving  at  this  low  figure. 

In  the  letter  of  the  president  the  following  explanations  are 
made  as  to  the  failure  to,  supply  two  items  required  by  the  com- 
mittee. 

We  do  not  supply  a  list  of  syndicate  agreements  for  ten  years 
last  past,  because  none  have  been  made  by  any  officer  of  the  com- 
pany or  by  the  company  at  any  time. 

We  do  not  supply  a  list  of  contributions  to  political  campaign 
funds,  or  of  payments  in  connection  with  legislation  in  any  State 
for  ten  years  paatj  because  none  have  been  made  by  the  company 
at  any  time  for  either  purpose. 

Minutes  have  been  furnished  of  annual  meetings  of  directors 
for  the  past  ten  years,  from  which  it  appears  that  these  were  held 
pursuant  to  published  notice;  that  the  total  number  of  votes 
cast  ranged  from  140  votes  to  not  exceediijg  200,  so  far  as  re- 
corded. As  a  rule,  the  number  of  policyholders  voting  is  not 
stated,  and  there  appear  to  have  been  no  contested  elections. 

The  company  have  submitted  copies  of  its  contracts  with  gen- 
eral agents,  which  show  rates  of  commission  graded  down  from 
60  per  cent,  in  certain  forms  of  policies,  with  20  year  distribu- 
tion profits,  to  45  per  cent,  maximimi  on  the  same  policies  with 
annual  dividends,  and  "3  5  per  cent,  maximum  upon  the  same  poli- 
cies non-participating,  the  renewal  commissions  being  7i  per  cent, 
on  participating  fonns  and  5  per  cent,  on  non-participating  forms." 
Renewal  comniissions  are  payable  during  the  life  of  the  policies, 
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unless  the  agent's  contract  is  terminated,  in  which  case  they  are 
payable  for  five  years  thereafter.- 

The  company  also -allows  for  the  maintenance  of  offices  some- 
times definite  amounts,  sometimes  additional  commissions  and 
sometimes  both.  The  additional  comijiissions  range  from  10  to 
20  per  cent,  on  the  first  premium,  bringing  the  total  allowance 
up  to  from  70  to  85  per  cent.  These  allowances  are  not  charged 
against  renewal  commissions.  The  statement  by  the  second  vice- 
president  in  charge  of  agencies  concerning  this  is  as  follows : 

If  all  the  expense  allowances  granted  be  computed  on  the  paid 
new  premiums,  whether  the  expense  allowances  are  on  the  flat 
allowance  basis  or  the  percentage  basis,  the  actual  results  would 
show  for  the  years  1903  and  1904  as  follows : 

1903.  Paid  new  premiums,  $697,778.14;  average  first  com- 
misions,  57.85  per  cent. ;  average  expense  per  cent."  allowance, 
20.70;  total  commissions  and  average  expense  allowance,  7^.55. 

1904.  Paid  new  premiums,  $778,139.80;  average  first  com- 
missions, 57.10  per  cent. ;  average  per  cent,  expense  allowance, 
20.45 ;  total  commissions  and  average  per  cent,  expense  allowance, 
77.55. 

The  following  additional  statements  concerning  first  year's  ex- 
pense are  furnished : 


4776  Legislative  Insurance  Investigation. 


1^03  EECAPITULATION  EXPEN'SES  CHARGEABLE  TO 
FIRST  PREMIUMS  PAID. 

Agency  expense    $41,228.15 

Medical  bills  and  insurance  risks ; . . .  58,814.98 

Agency  supervision  and  travel 4,019.18 

Agents'   association  meeting   expenses 746.67 

Rate  books,  policy  forms,  etc.,  etc 7,972.09 

Taxes  accrued  on  new  premiums  paid. 13,543.87 

Advances  to  agents  (unsecured) 5,764.56 

Canvassing  literature  and  advertising 21,133.18 

:Miscellaneous ' 5,999.24 

Total  expenses $158,327.55 

Commissions  paid   401,690.1-3 

Grand  total  expenses $550,017.07 

Percentage  to  first  premiums  paid,  80.25  per  cent. 
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1004  EEOAPITULATION  EXPENSES  CHARGEABLE  TO 
FIRST  PEEMIUMS  PAID. 

Agency  expenses $44,755.14 

Medical  fees  and  inspection  of  risks 68,105.08 

.\geney  supervision  and  travel .  5,955.10 

Rate  b6oks,  policy  forms  and  application  blanks.  . .  .  6,429.96 

Taxes  accrued  on  new  premiums  paid 15,274.88 

Advances  to  agents  (unsecured) 1,858.65 

(■anvassing  literature  and  advertising 21,133.18 

.Miscellaneous   6,122.87 

Total    expenses    $169,694.86 

First  commissions  paid     .< 438,039.25 

Grand  total  expenses $607,734.11 


Percentage  to  first  premiums  paid,  78.10  per  cent. 

These  statements,  however,  do  not  appear  to  contain  the  allow- 
ances referred  to,  since  the  ratios  are  not  higher  than  the  ratios 
brought  out  by  the  table  showing  the  first  year's  commissions  an  d 
allowances  only.  The  company  reports  that  15.15  per  cent,  of  its 
outstanding  policies  1904  were  annual  dividend  policies  and  69. (>S 
f.er  cent,  were  deferred  dividend  policies. 

The  following  statement  is  given  of  the  method  of  computiag 
suqilus  for  annual  dividend  and  deferred  dividend  policies. 

The  company  apportioned  dividends  up  to  1892  by  the  percent- 
age method,  but  computed  the  per  cent,  upon  the  whole  life  pre- 
mium. In  1892  and  since,  the  so-called  contributioffi  method  was 
placed  in  use,  which  recognizes  three  factors  of  distribution,  to 
wit:  Vitality  gains,  interest  gains  and  expense  saving.  Factors 
were  adopted  which  would  insure,  it  was  thought,  a  dividend  scale 
that  could  be  maintained  and  thus  provided  a  rising  dividend  md 
p.dmit  of  such  changes  as  experience  might  develop  from  year  to 
year.     In  the  deferred  surplus  groups  the  same  factors  were  made 
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use  of  in  professional  accounts  which  have  been  kept,  said  self- 
contribution  being  increased  by  interest  and  credits  for  pro  rata 
shares  of  profits  originated  by  lapses  in  each  class. 

The  company  have  furnished  a  complete  statement  pf  then 
monthly  balances  of  cash  in  banks,  trust  companies, etc.,  on  the  first 
day  of  each  month  from  January  1,  1900,  down  to  N'ovember  20, 
1905;  also  showing  the  item  of  engagements  against  the  cash  on 
hand,  corresponding  to  each  of  said  dates.  Eoiighly  averaged, 
the  cash  thus  carried  has  been  considerably  less  than  three-quarters 
of  a  million  dollars,  the  engagements  shown  being  substantially  the 
equivalent  of  the  cash  deposited.  The  company  have  also  fur- 
nished complete  statements  of  its  securities  held  and  statements 
showing  from  whom  all  securities  have  been  purchased.  Invest- 
ments of  this  company  have  been  almost  entirely  in  mortgages  and 
municipal  securities.  The  company  have  also  furnished  a  list  of 
loans  made  on  collateral;  among  these  appears  a  loan  of  $16,500 
made  on  the  Lane  Manufacturing  Company  stock  of  llontpelier, 
Vt.,  of  alleged  market  value  of  $47,200.  This  loan  was  paid  i'l 
full  in  1905.  It  appears  that  on  ]!^ovember  27,  1905,  the  invest- 
ments by  the  company  in  mortgages  were  $13,015,132.13. 

In  municipal  securities $13,038,995.52 

Stocks  owned  by  the  company  December  31, 1904: 

First  National  Bank,  Montpelier,  Vt $23,100.00 

Consolidated  Lighting  Company,  of  Montpelier,  Vt.        299,830.00 
(Sold  during  1905  for  $356,288.33  in  cash,  accord- 
ing to  report  submitted  by  insurance  company.) 
Real  estate  holding,  November  27,  1905,  market 

value 1,022^98.20 

There  were  apparently  no  outstanding  call  loans  at  that  date. 
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PROVIDENT  LIFE   &  TRUST  COMPANY,   OF  PHILA- 
DELPHIA. 

This  company,  pursuant  to  the  request  of  the  comtaittee,  have 
furnished  the  following  documents : 

Copy  of  charter  and  by-laws. 

Copies  of  mimites  of  annual  meetings.  1895-1905,  inclusive. 

Annual  reports  from  twenty-nine  to  forty  inclusive. 

Copies  of  minutes  of  board  of  directors  since  1900. 

Copies  of  minutes  of  committee  of  trust  and  audit,  1901  to  1905. 

List  of  bonds  and  stock  investments. 

List  and  records  of  syndicate  participations. 

Statement  of  cash  balances.    Gain  and  loss  exhibits. 

Statement  first  year  of  insurance.       y 

Statement  as  to  surrender  values. 

Form  of  agents'  contract  and  statement  concerning  same. 

List  of  legal  retainers,  1895-1905. 

List  of  contributions  to  political  campaigns,  etc. 

Minutes  of  board  of  directors,  1905. 

Further  information  syndicate  participations. 

Record  of  collateral  loans. 

The  only  political  contributions  made  appear  to  have  been  in  ^ 
the  year  1896.    The  following' is  the  record  of  the  action  of  the 
company  in  that  regard. 

At  a  special  meeting  of  the  Board  of  Directors  of  the  com- 
pany, held  on  the  27th  day  of  eighth  month,  1896,  the  following 
resolution  was  adopted: 

The  oiEcers  of  the  company  were  authorized  to  contribute  to  the 
National  Committee  of  the  Republican  party  and  the  Sound 
Money  Wing  of  the  Democratic  party  and  to  such  other  agencies 
as  the  officers  may  approve,  such  sums  as  they  may  deedi  best,  not 
exceeding  $25,000  in  the  aggregate,  for  the  distribution  of  sound 
money  literature,  and  for  paying  the  expenses  of  public  speakers 
on  the  sound  money  cause. 
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In  accordance  with  the  above  resolution  the  company  made  the 
following  payments  in  1896,  amounting  to  $13,850. 

1896     7  Mo.     30    Contribution    to    Sound    Money 

League  of  Pennsylvania $250.00 

8  Mo.  20  Postage  to  be  used  by  Eepublican 
State  Committee  in  mailing  Sound  Money 
literature ' 500.00 

28  Pennsylvania  State  Committee  of  Sound 
Money,  Democratic  Party,  for  Dissemina- 
tion of  Sound  Money  Doctrines 1,000.00 

28  E'ational  Committee  fi  Sound  Money  Demo- 
cratic Party  for  dissemination  of  Sound 
Money  doctrines 1,000.00 

9  Mo.  2  Republican  Committee,  for  dissemina- 
tion of  Sound  Money  doctrine 10,000.00 

24  Donation    to    Stillwell's    lecture  fund  for 

Soimd  Money 50.00 

10  Mo.  2  Postage  to  be  used  by  Eepublican 
State  Committee  in  mailing  Sound  Money 

literature   500.00 

8  C.  C.  Harrison,  for  use  Republican  Congres- 
sional Committee,  Washington,  D.  C,  for 
account  Gen.  James  A.  Walker's  district.  .  .  200.00 

15  Sig.    Steiner,    for   promulgation   of   Sound 

Money   doctrines   in  Alabama 50.00 

19  Union   League   Club   for   dissemination   of 

Sound  Money  idea    .  . ,. 100.00 

19  Contribution  to  Republican  campaign  Com- 
mittee, for  Sound  Money  doctrines  in  the 
20th  Ward 100.00 

23  Contribution  for  Sound  Money  cause,  Henry 

C.   Morse,   Wilmington,   Del 100.00 

$13,850.00 

Beyond  these  payments  made  on  this  special  occasion  for  a  spe- 
cial purpose,  no  contributions  have  ever  been  made  by  this  com- 
pany for  campaign  purposes. 
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PAYMENTS  IN  CONNECTION  WITH  LEGISLATION  IN 

ANY  STATE. 

1/19/97.    For. Legislative  information  and  extra  bul* 

letins,  Sessions  1896-1897 $100.00 

4/22/97.     William    M.    Scott,    on    a/c    services    at 

Harrisburg 500.00 

7/2/97.  Wm.  M.  Scott,  a/c  for  services  at  Harris- 
burg   490.00 

12/97.  M.  E.  Olmsted,  professional  services  in  rela- 
tion to  bill  entitled  an  "Act  to  Equalize  Taxa- 
tion,"  etc 500.00 

9/14/97.    R.  B.  Beath,  share  of  legislative  expenses,  55.00 

10/15/97.     The  Weekly  Underwriter  f^or  legislative 

information,  and  extra  bulletins,  1897-1898 100.00 

11/16/98.  Weekly  Underv^riter  for  legislative  infor- 
mation, session  1898-1899 100.00 

10/9/99.     W.  M.  Scott,  for  extra  services 500.00 

11/15/99.  The  Weekly  Underwriter,  leg.  infor- 
mation, session  1898-1899 100. 00 

3/9/1901.  The  Weekly  Underwriter  for  legislative 
information  and  extra  bulletins  during  1900- 
1901 100.00 

7/8/1901.  Wm.  Scott,  for  our  share  of  sundry  ex- 
penses in  re-legislation  at  Harrisburg 125.00 

7/8/1901.     M.  E.  Olmsted,  for  our  share  of  sundry 

expenses  in  registration  at  Harrisburg 875.00 

2/6/1902.     Extra  bulletins  Weekly  Underwriter  for 

legislative   information 100.00 

1/10/1903.  The  Weekly  Underwriter  legislative 
information  and  extra  bulletins  during  session 
1902-1903   100.00 

1/15/1904.  W^eekly  Underwriter  legislative  informa- 
tion and  extra  bulletins 100.00 

1/20/1904.  W^eekly  Underwriter  legislative  in- 
formation and  extra  bulletins,  1904-1905 100.00 

4/14/1904.  Wm.  M.  Scott,  for  our  share  of  ex- 
penses joint  fire  and  life  insurance  committee. .  260.00 
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5/16/1904.  M.  E.  Olmsted,  professional  services  in 
opposition  to  a  bill  entitled  "An  Act  to  Amend," 
etc.  Act  to  provide  revenue  and  approved  June 
27,  1897 $7,500.00 

Commencing  7/1/1901,  Wm.  M.  Scott  has  been  paid 
$2,000  a  year  for  watching  legislation  at  Harris- 
burg  and  for  services  in  connection  therewith. 

The  company  furnished  a  list  of  syndicate  arrangements  stat- 
ing any  omission  in  this  return  has  been  from  our  inability  to  lay 
our  hands  on  papers  relating  to  syndicate  agreements  long  since 
closed  out,  and  not  with  any  intention  to  withhold  information 
from  your  Committee. 

The  following  is  the  list  furnished: 

The  column  "  Stock  Account "  means  participation  in  connec- 
tion with  the  Trust  Co.  business.  The  column  "  Ins.  a/c  "  means 
participation  in  connection  with  the  life  insurance  branch  of  the 
business. 
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THE  PE0\T:DENT  life  &  TRUST  00.  OF  PHILADEL- 
PHIA SYNDICATE  PARTICIPATIONS. 

(Partial  List.) 

9/23/95..  Erie  Railroad  Co.,  Prior  Lien  0  bonds;  Syndicate 
managers,  Harvey  Fiske  &  Sons.  Amount  of  participation  Ins. 
a/c,  $500,000,     • 

12/95.  Philadelphia  &  Reading  reorganization  (in  name  of 
Samuel  R.  Shipley);  Syndicate  managers,  J.  P.  Morgan  &  Co.,- 
J.  S.  Morgan  &  Co.,  and  Drexel  &  Co.  Amount  of  participation 
and  Ins.  a/c,  $150,000. 

2/8/97.  Philadelphia  &  Reading  R.  R.  Co.  1st  Consol. 
Stamped  bonds,  extension;  Syndicate  managers,  Drexel  &  Co. 
Amount  of  participation,  Ins.  a/c,  $206,000. 

3/5/97.  Philadelphia  and  Reading  R.  R.  Co.  Imp.  Mtge.  6;^ 
Bonds,  Extension;  Syndicate  managers,  Drexel  &  Co.;  Stock  a/c, 
$200,000;  Ins.  a/c,  $200,000. 

2/1/98.  Kansas  City  (Mo.)  Gas  Co.  5^  bonds;  Syndicate 
managers,  Raymond,  Kerr  &  Co.  Amount  of  participation: 
Stock  a/c,  $75,000;  Insurance  a/c,  $75,000. 

11/98.  Newark  Consolidated  Gas  Co.  5^  bonds;  Syndicate 
managers.  Fidelity  Trust  Co.,  of  Newark,  N.  J.,  and  Raymond, 
Kerr  &  Co.     Amount  of  participation:  Stock  a/c,  $50,000. 

2/17/99.  Philadelphia  Co.  Stock  plirchase;  Syndicate  mana- 
gers. Brown  Bros.  &  Co.,  and  Alexander  Brown  &  Sons.  Amount 
of  participation:  Stock  a/c,  $50,000. 

4/1/99.  Lehigh  Valley  R.  R.  Co.  Car  Trust  Ctfs.,  4^^,  Series 
O. ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participation: 
Stock  a/c,  $50,000 ;  Ins.  a/c,  $50,000. 

11/15/99.  Lehigh  Valley  R.  R.  Co.,  Equip.  Ctfs.,  4^^  Series 
D. ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participation : 
Stock  a/c,  $100,000 ;  Ins.  a/c,  $100,000. 

1/9/00.  Erie  R.  R.  Co.  Gold  Equip.,  Trust  5^  Series  A. ; 
Syndicate  managers,  Drexel  &  Co.  Amount  of  participation: 
Stock  a/c,  $150,000. 

6/1/00,    Southern   Railv/ay  Car   Trust  Ctfs,  4^  Series  A.j 
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Sjmdicate  managers,  Drexel  &  Co.  Amount  of  participation: 
Ins.  a/c,  $200,000. 

11/21/00.  Chicago  &  Alton  Kwy.  1st  Lien  S^j^  bonds;  Syndi- 
cate managers,  Harvey  Kske  &  Sons.  Amount  of  participation: 
Ins.  a/c,  $500,000. 

12/20/00.  Erie  Ky.  Co.  Penna.  Coal  purchase;  Syndicate 
managers,  J.  P.  Morgan  &  Co.,  through  Harvey  Piske  &  Sons. 
Amount  of  participation:  Stock  a/c,  $200,000 ;  Ins.  a/c,  $200,000. 

12/27/00.  Connecticut  Ky.  &  Ltg.  Co.,  50-year  4i^  gold 
bond;  Syndicate  managers,  Ervin  &  Company.  Amount  of  par- 
ticipation: Stock  a/c,  $50,000. 

1/24/01.  Nassau  Electric  Railway  Co.  Consol.  Mtge.  4^-  Gold 
Bonds ;  Syndicate  managers.  Guaranty  Trust  Co.  of  New  York 
and  Harvey  Fiske  &  Sons.  Amount  of  participation:  Stock  a/c, 
$100,000 ;  Insurance  a/c,  $100,000. 

1/31/01.  Central  Railway  of  JST.  J.,  stock  purchase;  Syndicate 
managers,  J.  P.  Morgan  &  Co.  Amount  of  participation:  Stock 
a/c,  $365,000;  Ins.  a/c,  $200,000. 

3/  /Ol.  St.  Louis  &  San  Francisco  R.  R.  Refunding  4^ 
bonds,  $50,000  each  in  individual  names  of  Samiiel  R.  Shipley 
and  Asa  S.  Wing  for  Co.'s  a/c ;  Syndicate  managers,  J.  W.  Selig- 
man  &  Co.  Amount  of  participation:  Stock  a/c,  $50,000;  Ins. 
a/c,  $50,000. 

6/10/01.  Cambria  Steel  Co.;  Syndicate  managers,  Drexel  & 
Co.  Amount  of  participation:  Stock  a/c,  6,250  shares;  Ins.  a/c, 
5,250  shares. 

2/14/02.  Great  Northern  Railway  Co.  Canada  1st  Mtge.  5^ ; 
Syndicate  managers.  Camp,  Mitchell  &  Sorrill.  Amount  of  par- 
ticipation: Stock  a/c,  $100,000. 

2/17/02.  San  Francisco  Street  Ry. ;  Syndicate  managers, 
'Brown  Bros.  &  Co.  Amount  of  participation:  Stock  a/c, 
$200,000 ;  Ins.  a/c,  $200,000. 

3/13/02.  Southern  Railway  Equip.  Trust  4^  Certfs.,  Series 
B. ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participation : 
Stock  a/c,  $50,000 ;  Ins.  a/c,  $50,000. 

7/3/02.  Atlantic  Coast  Line  1st  Consol.  Mtge.  50-year  4^ 
bonds;  Syndicate  managers.  Brown  Bros.  &  Co.,  Colgate  &  Co., 
and  Vermilye  &  Co.  Amount  of  participation:  Stock  a/c, 
$100,000 ;  Ins.  a/c,  $100,000. 
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9/29/02.    Pere  Marquette  E.  E.  Co.  Share;  Syndicate  mana-- 
gorSj   Jolin  r.    Shipley,   Fred  H.   Prince,   and  P.   E.  Pegram. 
Amount  of  participation:  Stock  a/c,  2,500  shares;  Ins.  a/c,  2,500 
shares. 

11/26-02.  Lehigh  Valley  Coal  Co.  5/10  year  5^  gold  bonds; 
Syndicate  managers,  Drexel  &  Co.  Amount  of  participation:  In- 
surance a/c,  $100,000. 

2/2/Oa.  Buffalo  &  Susquehanna  Ey.  Co.  4^^  50-year  gold 
bonds;  Syndicate  managers,  Pisk  &  Eobinson.  Amount  of  par- 
ticipation:   Ins.  a/c,  $200,000. 

2/2/03.  Buffalo  &  Susquehanna  Ey.  Co.  stock.  Amount  of 
participation:  Ins.  a/c,  800  shares. 

5/2/04.  City  of  New  York  3^^  gold  bonds;  Syndicate  man- 
agers, risk  &  Eobinson.  Amount  of  participation:  Ins.  a/c, 
$826,000. 

5/19/04.  Cincinnati,  Hamilton  &  Dayton  Ey.  stock  purchase; 
Syndicate  managers,  George  W.  Young,  et  al.  Amount  of  par- 
ticipation: Stock  a/c,  1,250  shares;  Ins.  a/c,  1,250  shares. 

10/22/04.  Lehigh  Valley  Ey.  Co.  General  Consol.  Mtge.  0 
bonds;  Syndicate  managers,  Drexel  &  Co.,  and  Edward  B.  Smith 
&  Co.    Amount  of  participation:  Ins.  a/c,  $200,000. 

3/15/05.  Market  Street  Elev.  Pass.  Ey.  Co.  1st  Mtge.  50-yr.- 
i^  bonds;  Syndicate  managers,  Drexel  &  Co.  Amount  of  par- 
ticipation: Ins.  a/c,  $200,000. 

3/30/05.  Penna.  E.  E.  Co.  3^^  10-yr.  gold  Conv.  bonds;  Syndi- 
cate managers,  J.  P.  Morgan  &  Co.,  and  Kuhn,  Loeb  &  Co. 
Amount  of  participation:  Ins.  a/c,  $228,500. 

4/21/05.  City  of  ISTew  York  3^^  gold  bonds;  Syndicate  man- 
agers, Fisk  &  Eobinson.  Amount  of  participation:  Ins.  a/c, 
$375,000. 

10/23/05.  Lehigh  Valley  E.  E.  Co.  Coll.  Trust  0  gold 
bonds;  Syndicate  managers,  Drexel  &  Co.  Amount  of  partici- 
pation: Ins.  a/c,  $100,000. 

The  only  syndicate  agreement  for  the  underwriting,  purchase;, 
or  acquisition  of  securities  into  which  the  undersigned  has  entered 
during  the  past  ten  years,  in  his  own  right  and  for  his  own  profit, 
are  enumerated  in  the  schedule  hereto  annexed.  He  further  states 
that  the  prices  and  terms  thereof  were  precisely  the  same  as  those 
under  which  the  same  secirrities  were  acquired  by  the  Provident 
Life  &  Trust  Company  under  its  underwriting.    He  further  states 
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that  to  the  best  of  his  knowledge  and  belief  no  officer  of  the  Prov- 
ident Life  and  Trust  Company  of  Philadelphia  other  than  himself 
has  had  any  interest  or  participation  in  underwriting  agreements 
of  any  kind  whatever. 

(Sgd.)     SAM  K.  SHIPLEY. 

3/21/1889.  Emerson,  McMillan  &  Co.,  $10,000.  San  An- 
tonio Gas,  Elec.  Lt.  and  Street  Ey.  Co. 

1/31/1901.  Drexel  and  Company,  $75,000.  Eeading,  Jersey 
Central  Purchafie  Synd. 

9/10/1901.  Drexel  &  Company,  $100,000.  Erie  Car  Trust, 
Series  B. 

7/30/1901.  Drexel  and  Company,  $100,000.  Heading  Kail- 
road  Equipment,  Ser.  C. 

1/23/1902.  Harvey  Fisk  &  Sons,  $50,000.  Penua.  Coal  Co. 
Syndicate. 

3/12/1902.  Drexel  and  Company,  $50,000.  Southern  Rail- 
way Car  Trust,  Ser.  B. 

2/14/1902.  Great  JSTorthern  Eailway  of  Canada,  $100,000. 
Great  Northern  Ey.  of  Canada. 

12/22/1904.  risk  and  Eobinson,  $50,000.  Buffalo  &  Susque- 
hanna Ey.  Co. 

5/19/1904.  G^o.  "W".' Young,  et  al.,  700  shares  Cincinnati, 
Hamilton  &  Dayton  Ewy.  Co.  Stock  Purchase. 

It  may  be  noted  that  in  the  company's  annual  repprt  made  to  tho 
State  Superintendent  of  Insurance,  December  31st.,  1904,  appeared 
an  item  of  Cincinnati,  Hamilton  &  Dayton  Eailway  stock,  $125,- 
000,  par  value;  market  value,  $70,312.50. 

This  item  appears  to  have  been  derived  from  one  of  the  'syndi- 
cate participations  of  the  company.  'Yhe  statement  furnished  the 
Committee  does  not  show  what  disposition  has  been  made  of  this 
stock. 

The  following  statement  is  made  as  to  the  Philadelphia  and 
Eeading  syndicate: 

Statement  of  the  circumstances  under  which  the  share  of  the 
Philadelphia  and  Reading  reorganization  syndicate  awarded  by 
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the  Committee  tp  Samuel  E-  Shipley,  came  into  the  possession  of 
the  Provident  Life  &  Trust  Co.  of  Philadelphia. 

In  the  year  1893  the  Heading  Eailroad  failed. 

In  the  year  1894  a  reorganization  committee  was  appointed  of 
which  Mr.  Shipley  was  made  a  member  mainly  through  the  influ- 
ence of  Mr.  Anthony  J.  Drexel  and  Mr.  John  Lowber  "Welsh,  and 
Mr.  Samuel  Dickson. 

After  a  year  and  a  half,  or  about  that  time,  a  plan  of  reorgani- 
zation was  proposed  by  it,  Avhich  was  finally  assented  to  by  the 
holders  of  the  Reading  securities,  and  the  new  company  was  or- 
ganized as  a  result. 

The  members  of  the  reorganization  committee  under  the  plan 
were  awarded  a  substantial  fee  as  compensation  for  their  work. 
They  were  also  awarded  a  share  in  a  syndicate  which  was  in- 
tended to  raise  some  millions  of  dollars  by  the  sale  of  certain  pre- 
ferred and  common  stock  and  certain  bonds  of  the  new  company. 

Believing  that  the  moving  cause  of  his  appointment  had  heen 
in  a  large  measure  the  fact  that  he  was  President  of  the  Provident 
Life  and  Trust  Company,  and  knowing  that  he  had  taken  a  large 
amount  of  time  from  the  affairs  of  the  company  to  serve  in  the 
capacity  of  manager,  Mr.  Shipley  thought  it  proper  to  hand  over 
the  share  in  the  syndicate  to  the  Provident  Life  and  Trust  Com- 
pany. This  was  done.  They  took  the  securities  and  paid  for 
them  the  sum  of  $203,000.  In  the  course  of  two  years  they  real- 
ize-l  a  profit  of  $153,000. 

All  policies  Annual  Dividends. 
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GENERAL  AGENT'S  CONTEAOT: 

Oommissions,^  40^;  all  forms  except,  endowments  maturing  in 
less  than  15  years  for  which  25^,  and  tei-m  policies,  for  which 

RENEWAL  COMMISSION: 

Second  year  12^^  all  forms  except  endowments  maturing  in 
less  than  fifteen  years  for  which  YJ^. 

Term  policies  7^^.     2nd  and  each  subsequent  year. 

The  Company  adds: 

An  allowance  is  made  to  general  agents  for  rent  and  in  some 
cases  towards  clerk  hire.  Both  allowances  are  small  and  are  at 
the  option  of  the  company.  There  is  also  an  allowance  to  general 
agents  for  actual  traveling  expenses  incurred  in  appointing  agents 
and  superintending  their  work.  No  -extra  commissions,  bonuses, 
salaries  or  guarantees  are  paid. 

This  company  under  its  charter  had  the  powers  of  a  trust  com- 
pany and  conducts  a  large  business  as  a  trust  company  in  con- 
nection with  its  life  insurance. 

By  a  supplement  to  the  charter  enacted  by  the  Pennsylvania 
Legislature,  March  12,  1866,  it  was  provided  that  thereafter  every 
policyholder  should  be  entitled  to  one  vote  for  directors  at  each 
annual  election. 

By  a  supplement  to  the  charter  enacted  by  the  Pennsylvania 
Legislature,  February  18,  186&,  it  was  provided  that  all  tlie  net 
profits  derived  from  the  business  of  life  insurance,  after  deduct- 
ing expenses,  should  be  divided  pro  rata  among  the  holders  of  the 
policies  equitably  and  ratably  as  the  directors  might  from  time  to 
time  ascertain,  determine  and  report  the  same  for  division. 

This  company  have  furnished  complete  copies  of  the  minutes 
of  their  annual  meetings,  of  the  proceedings  of  the  Board  of  Di- 
rectors and  of  the  standing  committees  for  five  years  and  upwards. 

Minutes  of  the  annual  meetings  show  that  there  were  voted  in 
1896  for  the  directors  then  chosen  429  votes,  and  1,688  shares. 
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In  1896 

480  votes, 

1,792  shares. 

In  1897 

248  votes, 

777  shares. 

In  1898 

542  votes, 

2,006  shares. 

In  1899 

652  votes, 

2,484  shares. 

In  1900 

524  votes, 

1,880  shares. 

In  1901 

544  votes, 

2,250  shares. 

In  1902 

314  votes, 

884  shares. 

In  1903 

51,2  votes, 

1,740  shares. 

In  1904: 

260  votes. 

819  shares. 

In  1905 

380  votes. 

1,292  shares. 

It  does  not  appear  that  any  of  these  elections  have  been  con- 
tested, but  in  one  or  two  instances  some  of  the  directors  chostni 
received  one  or  more  votes  less  than  the  number  of  votes  as  above 
stated. 

It  appears  by  the  minutes  of  the  Board  of  Directors  that  the 
practice  of  the  company  was  to  receive  and  act  upon  and  to  enter 
in  full  upon  its  minutes,  reports  from  the  sub-committees  and 
trusts  and  audit  from  time  to  time,  and  also  to  receive  and -pass 
upon  from  time  to  time  special  reports  from  the  auditor  of  the 
company  and  also  to  pass  yearly  upon  the  distribution  of  surphis 
among  policyholders  and  also  to  act  in  many  instances  upon  spe- 
cial matters  "submitted  by  the  sub-committees  for  action  by  the, 
entire  Board  of  Directors.  It  further  appears  that  the  practice 
of  the  Board  of  Directors  was  to  fix  the  salary  list  pursuant  to 
recommendations  made  by  the  president. 

The  minutes  of  the  committee  on  trusts  and  audit  shpw  that 

this  committee  made  frequent  examination  of  the  securities  of 

the  company,  but  did  not  enter  up  their  items  in  detail,  but  did 

enter  the  aggregate  amounts  with  certification  that  the  aggregate 

■corresponded  with  the  book  entries. 

Minutes  of  the  committee  on  finance  and  accounts  show  that 
this  committee  made  weekly  reviews  of  the  cash  book,  but  the  de- 
tails of  the  items  so  reviewed  are  not  carried  into  the  minutes  of 
the  comniittee. 

The  company  have  furnished  a  complete  list  of  all  legal  retain- 
ers paid  from  January  1st,  1395,  to  the  present  year.  The  nature 
of  the  services  rendered  does  not  appear.  The  total  payments 
for  the  period  mentioned  are  $33,450. 

The  company  have  also  furnished  a  complete  statement  of  av- 


4790  Legislative  Insurance  Investigation. 

erage  cash  balances  on  deposit  the  first  of  each  month  for  the  past 
five  years.  These  deposits  are  carried  in  nine  different  banking 
houses,  banks  and  trust  companies,  the  highest  amount  on  deposit 
at  any  one  time  in  the  period  named  is  on  the  1st  of  iN'ovember, 
1901,  amounting  to  $2,735,660.  The  lowest  amount  is  on  the  l3t 
of  November,  1905,  $1,071,900. 

In  this  connection  the  company  states,  by  way  of  explanation, 
that  separate  accoimts  are  kept  of  their  stock  and  insurance  cash, 
and  they  say: 

Our  explanation  for  keeping  so  small  a  balance  for  insurance 
account  is,  that  having  the  large  balances  for  other  departments 
of  the  company,  we  have  also  made  a  rule  to  keep  the  insurance 
money  invested  as  closely  as  possible,  so  that  the  insured  maj 
have  the  fuU  benefit  of  having  their  money  closely  invested. 
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THE  MINNESOTA  MUTUAL  LIFE  INSUKANCE  COM- 
PANY, ST.  PAUL,  MINN. 

This  company  has  furnished  the  following  documentary  infor- 
mation: 

Minutes  of  members  of  meetings  of  board  of  directors. 
List  of  securities. 
Monthly  blank  balances. 
Specimen  agent's  contract. 
List  of  legal  expenses. 

This  company  was  originally  incorporated  as  the  Bankers'  Life 
Association  of  Minnesota.  It  was  originally  an  assessment  com- 
pany. It  was  reincorporated  as  a  legal  reserve  company  in  Au- 
gust, 1901.  The  trustees  are  chosen  by  the  policyholders,  who 
are  members  of  the  corporation,  voting  in  person  or  by  proxy. 
Minutes  of  the  annual  meetings  since  the  reincorporation  show 
that  at  the  first  meeting,  in  March,  1902,  there  were  represented 
in  person  $68,000  of  policies,  voting  68  votes. 

$3,213,500  of  policies  voting  by  proxy  held  by  the  Board  of 
Trustees,  3,214  votes. 

$1,469,224.68  voting  by  proxy,  held  by  Douglas  Putnam,  Sec- 
retary of  Company,  1,740  votes. 

$6,000,000  of  insurance  voting  by  proxy,  P.  E.  Egan,  making  a 
total  of  votes  in  person  and  by  proxy  of  4,758  votes. 

At  the  annual  election  in  March,  1903,  there  was  a  total  rep- 
resented in  person  and  by  proxy  of  2,071  votes. 

In  March,  1904,  ditto,  2,546  votes. 

In  March,  1905,  ditto  2,291  votes. 

Minutes  of  the  Board  of  Trustees  show  that  in  general  the 
action  of  the  corporation  in  the  matter  of  investments  and  in  the 
matter  of  administration  is,  to  a  large  extent,  brought  before  the 
full  Board  of  Trustees,  and  the  specific  action  of  the  Board  upon 
various  items  is  entered  at  length.  The  By-Laws  of  the  company 
do  not  provide  for  standing  sub-committees,  the  provision  in 
Article  V.  being: 
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"Except  as  herein  otherwise  expressly  provided,  all  of  the 
corporate  powers  of  the  company  shall  be  exercised,  and  the 
amount  of  compensation  of  officers  and  trustees  shall  be  regulated 
by  a  Board  of  Trustees,  and  authority  is  vested  in  the  Board  of 
Trustees  to  appoint  and  delegate  power  and  authority  to  such 
officers,  servants  and  agents,  as  said  Board  shall  by  resolution 
or  by  by-laws  determine." 

No  minutes  have  beelf  furnished  or  proceedings  of  any  special 
committees,  the  evident  policy  of  the  company  being  to  have 
material  matters  of  business  passed  upon  by  the  full  Board  at 
its  monthly  meeting. 

The  company  reports  "no  syndicate,"  saying: 

"  There  never  has  been. a  syndicate  agreement  of  any  kind  what- 
soever entered  into  by  the  company  or  any  officer  or  officers 
thereof,  or  by  any  trustee  or  trustees  thereof,  directly  or  in- 
direct]^, relating  either  to  the  underwriting  or  piirchase  or  ac- 
quisition in  any  form  or  maimer  of  any  security  or  securities  what- 
soever during  the  past  ten  years  or  prior  thereto." 

Of  a  total  business  December  31st,  1894,  aggregating  $24,808,- 
752,  all  except  $1,017,749,  which  was  non-participating,  is  de- 
ferred dividend. 

The  President  says:  "ISTo  campaign  contributions,"  as  fol- 
lows: 

"No  funds  of  this  company  have  ever  been  used,  directly  or 
indirectly,  in  the  way  of  contribution  to  any  political  campaigti 
fund  or  funds,  or  in  support  of  any  political  party  or  individuiil 
candidates  or  candidate." 

Legislative  payments: 

1899 $15.00 

1901 3,000.00 

1903 16,000.00 

1905 900.00 

All  except  first  item,  being  paid  to  the  general  counsel  of 
the  company. 


statements  of  Companies  not  Examined,  4T93 


PEESBYTEEIAK  MTNISTEES'  FimD. 

This  company  excites  interest  as  being  the  oldest  life  insurance 
company  in  the  United  States,  having  been  originally  incorporated 
and  having  commenced  business  January  11th,  1759.  The  policy 
of  the  company  has  been  limited  as  suggested  by  its  title,  its 
total  admitted  assets,  as  shown  by  last  annual  statement,  being 
$2,119,241.12,  and  the  surplus  designated  in  its  reports  as  "  uli- 
assigned  funds,"  $491,T52.80. 

In  response  to  the  request  of  the  Committee  this  company  an- 
swers that  they  have  paid  no  legal  retainers  in  the  past  ten 
years,  and  have  made  no  contributions  to  political  campaign 
funds,  and  no  payments  in  connection  with  legislation  in  any 
State. 

The  policy  of  the  company  has  been  to  make  investments  to 
some  extent  in  stocks,  but  chiefly  in  mortgages.  A  list  of  their 
investments  is  set  forth  in  full  in  the  last  printed  report  of  the 
State  Superintendent. 

The  other  material  facts,  furnished  in  response  to  the  Com- 
mittee's request,  are  as  follows: 

No  deferred  dividends.  Annual  dividend  policies,  $1,347,500, 
issued  only  since  January  1st,  1903.    All  others  non-participating. 

Method  of  distribution,  contribution  plan. 

Special  dividends  to  non-participating  policyholders,  $76,000 
in  1904,  and  $75,000  in  1905,  in  addition  to  policies. 

Commissions : : 

Premiums,  20  or  more,  50^. 

Premium,  15,  30^. 

Premium,  10,  20^. 

No  renewal  commission.  No  allowances. 
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R]iLIANCE   LITTE   INSUEANCE   C0MPA:N"Y   OE   PITTS- 
BURG, PA. 

This  company  pursuant  to  tlie  request  of  tlie  coniniittee  fur- 
nislied  the  following  documents: 
Rate  book, 

Memorandum  concerning  legal  services, 
.  Expenses, 

Statement  concerning  syndicate  agreement, 
Statement  of  bonds  loaned. 
Bank  balances, 
Application  for  charter, 
Minutes  of  meetings  of  stockholders, 
Minutes  of  meetings  of  directors, 
Minutes  of  Finance  Committee, 
Annual  dividends. 
Rate  book, 
Managers'  contracts, 
By-laws,  2  copies. 

This  is  a  stock  company  incorporated  under  the  General  Law 
of  the  State  of  Pennsylvania.  It  began  business  in  May,  1903. 
It  has  a  capital  stock  of  one  million  dollars. 

The  directors  of  this  company  are  elected  by  the  stockholders, 
policyholders  having  no  participation. 

The  by-laws  provide  for  a  standing  finance  committee.  The 
full  copies  of  the  minutes  of  the  directors  and  of  the  finance  com- 
mittee have  been  furnished.  These  minutes  show  that  salaries 
have  been  fixed  by  the  directors,  and  it  appears  that  the  directors 
have  acted  upon  the  principal  contracts  made  by  the  company, 
although  the  details  of  the  business  are  not  very  fully  recorded  in 
special  instances. 

In  the  minutes  of  May  15,  1905,  are  entered  in  full  the  loans 
reported  by  the  finance  committee,  and  these  minutes  show  ap- 
proval of  these  loans  by  ihe  Board  of  Directors.    In  the  minutee 
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of  the  finance  comiiiittee  the  action  of  that  committee  upon  par- 
ticular items  of  business  appears  to  be  fully  recorded,  including 
i:j)ecific  investments  authorized. 

It  appears  that  the  company  has  paid  Frank  W.  Smith,  of  Pitts- 
burg, a  quarterly  salary  of  $125  for  legal  services,  making  a  total 
since  its  organization  paid  to  Mr.  Smith  of  $875.  To  W.  C.  Eams- 
worth,  of  Harrisburg,  a  monthly  salary  of  $250  for  legal  a^d 
agency  service  from  December  1st,  1903,  to  October  31st,  1904; 
the  total  amount  paid  to  Mr.  Tarnsworth  being  $2,750. 

Since  December  31st,  1904,  the  company  has  made  its  additional 
investments  wholly  in  municipal  bonds,  buying  them  for  the  most 
part  from  the  Municipal  &  Corporation  Security  Company  of  Pitts- 
burg. It  apparently  has  no  investments  in  steam  railroad  securities. 
About  half  of  its  total  investments  are  in  municipal  securities, 
the  other  half  being  divided  between  electric  street  railroad  in- 
vestments and  the  bonds  of  industrial  companies.  It  apparently 
holds  no  investments  in  stock. 

No  syndicate  agreements,  no  contributions  to  campaign  funds, 
as  appears  by  the  follomng  affidavit  of  the  President. 

I,  James  H.  Keed,  President  of  the  KELIANCE  LIFE  IN- 
SUKAlSrOE  COMPANY  OF  PITTSBUEG,  being  duly  sworn, 
hereby  declare: 

First. —  That  no  syndicate  agreements  relating  to  the  under- 
writing or  purchase  or  acquisition  of  any  securities  for  or  by  this 
company  have  ever  been  entered  into  by  the  Keliance  Life  Insur- 
ance Company,  or  by  any  officer  of  said  company. 

Second. —  That  the  Reliance  Life  Insurance  Company  has  never 
made  any  contributions  to  political  campaign  funds,  or  to  any 
person,  firm  or  corporation  or  organization  for  any  purpose  what-- 
soever,  and  that  said  company  has  never  made  any  payments  in 
connection  with  legislation  in  any  State. 

JAMES  H.  REED, 

President. 


All  the  business  except  about  $100,000  is  on  the  deferred  divi- 
dend plan ;  the  $100,000  being  on  "  guaranteed  dividend  "  plan. 
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AGENTS'  COMMISSIONS: 

15  and  20  year  distribution. ., 65^  maximum 

10  year  distribution 55^         " 

Non-participating 50^         " 

KENEWAL  COMMISSIONS: 

15  and  20  year  distribution:     15^  2d  year,  5^  3d  year,  15^ 
4th  year,  7^^  5th  and  6th  years,  5^  thereafter  to  10th  year. 
10  year  distribution  same,  except  none  after  4th  year. 
Non-participating :    5^  for  three  years. 
Many  contracts  outstanding  at  higher  rates. 

The  following  is  a  statement  furnished  by  the  company  of  bank 
balances  since  its  incorporation: 
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BANK  BALANCES  OF  KELIANCE  LIFE  INSUKANCE 
COMPANY  OF  PITTSBURG, 

Bankers'  Deposit 

National  Bank,  Liberty  National  Cassatt  & 
Date  •  Pittsburg.  Bank^N.  Y.      Co.,  Phila, 

April  30,  1903 $2,000,000.00  

May   31,  1903 1,992,755.78  

June  30,  1903 1,878,324.85  .     

July   31,  1903 1,078,435.53  $746.00 

Aug.   31,  1903 1,074,751.92  1,265.50 

Sept.  30,  1903 1,064,064.20  746.00 

Oct.    31,1903 1,005,213.38  279.75 

Nov.    30,1903 992,484.44  536.35 

Dec.    31,  1903 1,017,775.82  49.88 

Jan.    31,  1904...;..     1,009,517.12  213.41 

Feb.    29,  1904 987,278.28  13.41 

Mar.   31,  1904......        952,883.30  13.41 

April  30,  1904 867,903.95  227.11 

May   31,  1904 787,580.39  40.81           $200.00 

June  30,  1904 783,471.85  40.81               35.16 

July   31,  1904 778,785.46  97.58               35.16 

Bankers'  Deposit 

National  Bank,   Liberty  National  Cassatt  & 
Date  Pittsburg.  Bank,  N.  Y.     Co.,  Phila. 

Aug.    31,  1904 $708,586.39 

Sept.    30,  1904 704,262.36 

Oct.    31,1904 674,445.87 

Nov.   30,  1904 608,202.63 

Dec.    31,  1904 538,967.42 

•Tan.    31,  1905......  542,596.06 

Feb.    28,  1905 573,591.23 


$97.58 

$239.94 

97.58 

21.96 

97.58 

203.32 

97.58 

244.31 

277.73 

298.22 

298.22 
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Mar.   31,  1905 572,294.73 

April  30,  1905 538,004.98 

May    30,  1906 504,197.50 

Jtine  30,  1905 216,198.18 

July    31,1905 251,650.73 

Aug.   31,  1905 259,441.63 

Sept.  30,  1905 157,380.92 

Oct.  31,1905..,..,..,  .164,352.46 


193.24 
193.24 
241.90 
254.53 
286.48 
318.68 
318.68 
118.68 
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UNION  OENTEAL  LIFE  INSURANCE  COMPANY  OE 
CINCINNATI,  OHIO. 

This  company,  pursuant  to  the  request  of  the  Committee,  has 
furnished  the  following  documents : 

Statement  of  cash  bank  balance  for  five  years, 
Keport  of  last  examination  by  Ohio  Department. 
General  agent's  contracts. 
Gain,  and  loss  exhibit  additions. 

Statement  concerning  method  of  collecting  annual  and  deferred 
dividends. 
Rate  book. 
By-Laws. 

The  company  was  organized  under  the  general  law  of  Ohio  in 
1866  with  a  capital  stock  of  $500,000.  The  Directors  are  elected 
by  the  stockholders.  A  semi-annual  dividend  of  5  per  cent,  is 
payable  to  the  stockholders;  in  addition  thereto,  from  the  residue 
of  the  profits  arising  from  mutual  business,  dividends  are  paid  to 
policyholders  according  to  the  kind  and_  class  of  the  policy. 

The  company  states  that  they  have  not  participated  in  any  syndi- 
cates ;  that  no  legal  retainers  in  the  ten  years  last  past  have  been 
paid,  except  to  the  company's  regular  counsel.  Maxwell  &  Ramsey, 
who  receive  an  annual  salary  of  $4,500.  They  state  that  no  contri- 
butions or  payments  have  been  made  to  political  campaign  ftinds 
and  that  no  payments  in  connection  with  legislation  in  any  State 
have  been  made  except  the  following : 

In  February  and  March  of  this  year  there  were  certain  bills 
in  troduced  in  the  Legislature  of  Wisconsin  which  were  considered, 
if  they  became  a  law,  would  be  hurtful  to  the  best  interests  of  the 
policyholders.  "We  directed  the  Hon.  W.  A.  Fricke,  who'  was  then 
our  Superintendent  in  New  York  City  and  formerly  a  resident  of 
Wisconsin,  to  visit  Madison  and  present  arguments  before  the 
different  insurance  committees  when  these  measures  were  brought 
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before  them.  This  he  did,  and  for  the  time  he  was  there  we  paid 
h?m  his  regular  salary  w^ich  he  was  entitled  to  receive  and  his 
traveling  expenses  to  and  from  New  York  City  and  his  expenses 
while  in  Madison,  all  of  which  is  a  matter  of  record  with  the  Secre- 
taiy  of  State  in  Wisconsin. 

From  a  special  examination,  of  this  company  by  the  Insurance 
Department  of  Ohio  during  the  present  year,  a  copy  of  which  has 
been  furnished  to  the  Committee,  it  appears  that  the  total  admitted 
assets  of  the  company  are  $43,713,337.92,  That  the  surplus 
designated  as  unasslgned  funds  is  $1,728,184.30'.  This  sur- 
plus is  determined,  however,  after'  treating  as  an  item  of  lia- 
bilities, accumulations  credited  to  special  forms  of  policies  amount- 
ing to  $5,206,503. 

It  appears  that  the  assets  of  the  company  are  largely  invested 
in  mortgages,  the  total  item  of  mortgage  investments  being 
$35,442,335.22 

The  other  ledger  assets  of  the  company  in  May,  1905,  were 
as  follows : 

Book  value  of  real  estate,  unencumbered $55,117.00 

Loans  to  the  policyholders  on  policies  assigned.  .  .  8,954,169.02 

Premium  notes  on  policies  in  force 1,574,965.55 

Book  value  of  bonds    '  10,000.00 

Cash  deposits  in  bank 137,391.84 

Bills  receivable $45,409.02 

Agents'   balances    r 11,402.22 

The  company's  non-ledger  assets  at  that  date.  . . .  1,441,562.72 

Market  value  of  its  real  estate  above  book  value. .  44,328.33 

Market  value  of  its  bonds  above  their  book  value. .  '       575.00 

The  amount  claimed  as  assets  from  premiums.  . . .  619,249.12' 

Making  gross  assets    '. ^  43,936,461.00 

From  these  were  deducted  assets  not  admitted  by 

the  Ohio  Department,  including  the  item  of 

agent's  debit  balances   223  123.17 

Leaving  a  total  admitted  assets  as  above  stated.  .  $43,713,337.92 

It  appears  from  statements  furnished  to  the  Committee  that 
this  company  has  been  able  to  receive  interest  on  its  mortgage  in- 
vestments in  excess  of  6  per  cent,  per  annum,  and  has  been  able 
to  return  correspondingly  large  dividends  to  its  policyholders. 
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Dividends  apportioned  by  contribution  plan,  for  annual  div- 
idend policies. 

For  "Life  Guaranty"  and  "Life  Eate  Endowment"  policies — 
both  deferred  dividend — :Contribution  plan  also  except  that: 

The  actual  mortality  is  diminished  by  gains  from  lapse  and 
surrender,  and  profits  forfeited  in  the  case  of  death.  The  gains 
from  lapse  and  surrender  for  the  two  classes  of  policies  are  cal- 
culated separately.  The  ratio  between  the  actual  loss  so  re- 
duced, and  the  expected  loss,  constitutes  the  percentage  of  mor- 
tality to  be  charged  against  the  policy.  This  is  usually  a  little 
higher  in  the  case  of  life  guaranty  policies  than  in  the  case  of 
life  rate  endowment  policies,  on  account  of  the  gains  from  lapse 
and  surrender  being  less,  owing  to  their  large  surrender  values; 
on  the  basis  used  for  calculating  the  1905  accumulations,  23.05 
per  cent,  of  the  cost  of  insurance  was  charged  against  life  rate 
endowment  policies  and  26  per  cent,  against  life  guaranty  policies. 

And  as  to  expense  charges : 

On  these  policies,  the  first  year  and  renewal  expense  was 
calculated  separately,  such  items  of  expense  as  could  properly 
be  charged  wholly,  either  to  first  year  or  renewal,  being  so  charged, 
and  other  items  being  divided  in  proportion  to  the  first  year  and 
renewal  premium  income.  The  amounts  of  expense  so  ascer- 
tained were  then  expressed  as  percentage  of  the  first  year  and 
renewal  premiums  respectively.  The  first  year  expense  was  then 
further  adjusted  to  allow  for  difference  between  different  kinds 
of  policies.  On  the  1905  basis,  the  first  year  expense  charged 
was  as  follows: 

Per  Cent. 
'  Maximum. 

Ordinary  life    ; S2.02 

Twenty-payment  life Y7.02 

Fifteen-payment  life 72.02 

Ten-payment  life   67.02 

Renewal  expense 12.64: 

'  A  resume  is  given  as  follows: 
151 
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When  the  policy  is  issued  it  is  credited  with  the  premium  paid, 
less  the  first  year's  expense.  The  balance  is  accumulated  at  the 
net  rate  of  interest  earned  by  the  company  for  one  year,  and 
charged  with  the  proper  percentage  of  the  cost  of  insurance  for 
the  year.  This  gives  the  accimiulation  at  the  end  of  the  first 
year.  To  this  is  added  the  second  j,.-emium,  less  the  percentage 
of  renewal  expense :  the  total  is  accumulated -interest  for  a  year, 
and  the  result  diminished  hj  the  proper  percentage  9f  cost  of 
insurance ;  the  balance  being  the  accumulation  at  the  end  of  the 
sf.'cond  year.  This  process  is  carried  on  from  year  to  year  as- 
long  as  the  policies  remain  upon  the  books.  The  excess  of  the 
accumulation  so  calculated  over  the  reserve  represents  the  surplus 
credited  to  the  policy. 

Commissions : 

Participating ,. 50^ 

Non-participating 4:0^  Maimum 

Renewal  Commissions : 

Participating 7|>j^ 

Non-participating 5  <^ 

No  syndicate  agreements. 

No  contributions  to  campaign  funds. 
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NEW    ENGLAND    MUTUAL    LIFE    IN"SUKANCE    COM- 
PANY, OF  BOSTON,  MASS. 

This  company,  pursuant  to  the  request  of  the  Oommittee,  have 
furnished  the  following  docmnentary  information : 

Three  rate  books. 

By-laws  and  rules  of  directors. 

Copies  of  minutes  of  annual  meetings,  ten  years. 

Minutes  of  directors,  five  years. 

Minutes  of  finance  committee,  five  years. 

List  of  securities. 

Syndicates. 

Collateral  loans. 

Monthly  bank  balances. 

Addition  to  gain  and  loss  exhibits. 

Surrendered  and  paid-up  values,  outstanding  business. 

Specimen  Agent's  contracts. 

List  of  legal  retainers,  attorneys  and  legislative  expenses. 

Kecords  of  finance  committee. 

This  company  was  incorporated  in  1835  and  began  business  in 
1842.  It  is  a  mutual  company  managed  by  ten  directors  who -are 
elected  in  classes  by  the  policyholders,  the  by-laws  requiring  that 
at  any  meeting  of  the  corporation  not  less  than  seven  persons 
shall  be  present  representing  policies  insuring  in  the  aggregate 
not  less  than  $20,000. 

From  minutes  of  the  annual  meetings  it  appears  that  in  1896 
57  policyholders  were  present  and  voted. 

In  1897  59  policyholders  were  present  and  voted. 
In  1898  72  policyholders  were  present  and  voted. 
In  1899  79  policyholders  were  present  and  voted. 
In  1900  75  policyholders  were  present  and  voted. 
In  1901  71  policyholders  were  present  and  voted. 
In  1902  71  policyholders  were  present  and  voted. 
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In  1903  81  policyholders  were  present  and  voted.  ' 
In  1904  74  policyholders  were  present  and  voted. 
In  1905  85  policyholders  were  present  and  voted. 

It  does  not  appear  that  any  of  the  elections  in  these  years  have 
been  contested. 

The  minutes  of  January  23rd,  1900,  show  that  the  following 
standing  committees  were  elected : 

A  Committee  on  Finance,  the  President  and  Messrs,  Sawyer 

and  Getting. 
A  Committee  on  Losses,  the  President  and  Vice-Presi^nt. 
A  Committee  on  Agencies,  the  President  and  Vice-President. 
These  committees  were  constituted  in  substantially  the  same 
way  in  1901,  1902,  1903,  1904  and  1905. 

It  appears  that  the  directors  have  from  time  to  time  appointed 
special  committees  who  have  examined  and  reported  upon  the 
assets,  but  that  otherwise  the  action  of  the  Board  of  Directors  has 
been  merely  perfunctory,  the  actual  conduct  of  the  company 
being  devolved  upon  the  officers  and  sub-committees  above  named. 
In  the  records  of  the  finance  committee  appears  to  be  entered  in 
detail  the  action  of  that  committee  upon  loans  and  investments — 
such  loans  and  investments  being  itemized  and  described  in  the 
minutes  of  the  committee.  No  minutes  have  been  furnished  of 
proceedings  of  any  other  sub-committees. 

The  company  furnished  in  detail  a  statement  for  each  of  the 
ten.years  last  past  of  items  of  disbursements  for  legal  expense  in 
connection  with  legislation,  examinations  of  titles  and  foreclosures 
of  mortgages.  These  aggregate  for  the  years  named  the  follow- 
ing amounts: 

In  1895 $2,959.2© 

In  1896 1,585.68 

In  ia97 , 1,200.25 

In  1898 350.00 

In  1899 2,195.87 

In  1900 1,000.00 

In  1901 2,092.00 

In  1902 1,006.50 

In  1903 2,662.70 

In  1904 466.25 
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They  state  that  no  contributions  have  been  made  to  political 
campaign  funds  and  that  no  payments  have  been  made  in  connec- 
tion with  legislation  in  any  State,  except  that  in  Massachusetts  in 
conjunction  with  the  Massachusetts  Mutual  Life,  the  Berkshire 
Life,  the  State  Mutual  Life,  and  the  John  Hancock  Mutual  Life, 
they  employed  the  law  firm  of  Foster  &  Turner  as  legislative  coun- 
sel to  represent  the  five  companies  in  all  legal  matters.  That 
this  firm  was  paid  an  annual  salary  of  $4,000,  which  was  divided 
among  the  five  companies  pro  rata  to  the  amount  of  insurance  in 
force  in  each.  That  the  New  England  Mutual  Life  share  last  year 
was  $983.16.  That  the  only  other  payments  during  ten  years 
last  past  in  connection  with  legislation  were  as  follows: 

To  Hopkins,  Bacon  &  Smith,  for  services  before  the 

Legislature  being  one-fifth  of  their  entire  biU.  .        $130.10 

In  1898  to  J.  Otis  WardweU  to  represent  the  com- 
pany in  legislative  matters 1,500 .  00 

Li  1899,  to  Foster  &  Turner  a  proportion  of  salaries 

to  them  for  the  five  companies 861 .  62 

In  1900  to  Foster  &  Turner  in  representing  the  five 
companies  named  this  year,  covering  work  in 
dravping  changes  in  insurance  laws 2,93T .  69 

In  1901  to  Foster  &  Turner  for  same  services 1,064.64 

In  1902  to  Foster  <^  Turner  for  ^ame  services 1,033  .Yl 

In  1903  to  Foster  &  Turner  for  same  services 1,039  .  91 

In  1908  also  the  company  paid  the  State  Mutual  Life  Insur- 
ance Company  of  Worcester,  a  proportion  of  the  fees  of  Coe  & 
Munn  of  Minneapolis  for  opposing  a  bill  which  was  aimed  to 
exclude  Massachusetts  companies  from  doing  business  in  the 
State  of  Minnesota,  because  the  Insurance  Commissioner  of 
Massachusetts  had  declined  to  value  as  a  preliminary  term  policy 
certain  policies  issued  by  a  Minnesota  insurance  company, 
$2,116.67. 

In  1904,  to  Foster  &  Turner  as  the  company's  proportion  of 
salary,  $1,002.59. 

It  also  appears  by  the  documents  furnished  that  the  company 
took  participations  in  syndicates  for  underwriting  notes  of  the 
Erie  Telegraph  and  Telephone  Company  in  which  a  profit  was  re- 
alized of  $393.99;  also  stock  of  the  Great  Northern,  Brompton  & 
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Piccadilly  Company,  in  whicli  a  profit  was  realized  of  $2,1€4.89; 
also  in  the  Lackawanna  Steel  Company  in  wLieh  a  profit  was  re- 
alized of  $671.45;  also  of  the  Philadelphia,  Baltimore  &  Wash- 
ington Railroad  Company,  in  which  a  profit  was  realized  of  $1,- 
093.05,  and  of  the  Long  Island  Kailroad  refiunding  mortgage 
bonds.  In  the  latter*  apparently  the  syndicate  has  not  yet  been 
closed. 

Prom  the  list  of  securities  furnished  by  the  IN'ew  England  Mu- 
tual Life  Insurance  Company,  November  1st,  1905^  it  appears 
that  they  have  invested  to  a  limited  extent  in  stock  of  seven  Bos- 
ton national  banks,  and  in  the  State  National  Bank  of  Kansas 
City,  Mo.;  also  in  the  stock  of  fire  Boston  trust  companies;  one 
trust  company  in  Kansas  City,  and  one  trust  company  in  Cam- 
bridge, Mass.;  in  stocks  of  thirteen  railroad  companies,  of  eight 
street  railway  companies,  some  of  which  were  stocks  received 
from  reorganization.  It  also  appears  that  they  held  investments 
in  the  stocks  of  the  Boston  Ground  Rent  Trust,  of  the  Boston 
Northwestern  Real  Estate  Company,  of  the  Pall  Rivei-  ( ;as 
Works  Company,  of  the  Boston  Storage  Warehouse  Company,  of 
the  Massachusetts  Title  Insurance  Company,  of  the  Westetn  Real 
Estate  Trustees,  of  the  Edison  Electric  Illuminating  Company,  of 
Boston,  of  the  Boston  Real  Estate  Trust — making  about  one- 
ninth  of  their  total  investments  in  stock,  the  balance  of  the  in- 
vestments being  for  the  most  part  in  National,  State,  Municipal  and 
railroad  bonds  and  loans  on  real  estate  mortgages. 

Commissions: 

Annual  dividend,  60f(  maximum. 

Pirst  year  dividend,  65^  maximum. 

Renewal  commissions,  Yl^  for  10  years. 

Extra  allowance  for  expenses  for  10  yeats,  various  per  cent,  of 
the  first  year's  premiums  collected  and  remitted  on  policies  of  10 
or  more  annual  premium  payments. 

Of  total  business  of  $155,182,074,  $135,687,663  is  annttal  divi- 
dend, $19,494,411  deferred. 

Mode  of  apportioning  dividends,  contribution  plan. 
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STATE  MUTUAL  LIFE  mSUKANCE  COMPANY,  OF 
WORCESTER,  MASS. 

This  company  have  furnished  the  Committee  the  following 
documentary  information: 

General  agent's  contract. 

Copies  of  annual  reports. 

Minutes  of  annual  meetings. 

Rate  book. 

Monthly  bank  balances. 

Payments  in  connection  with  legislation. 

Legal  retainers. 

Gaia  and  loss  exhibit. 

Statement  of  expenses. 

Addition  to  gain  and  loss  exhibit 

Methods  of  apportioning  dividends  annual  and  deferred. 

Collaferal  loans. 

Minutes  of  claims  committee. 

Minutes  of  finance  committee. 

Minutes  of  directors'  committee. 

By-laws. 

Securities  owned. 

This  company  was  incorporated  in  Massachusetts  in  1844  and 
commenced  business  in  1845.  It  is  a  mutual  company,  each  re- 
corded policyholder  being  a  member  while  his  policy  is  in  force 
and  being  permitted  to  vote  in  person  or  by  proxy.  The  minutes 
of  the  annual  meetings  show  what  directors  were  elected  and  it 
does  not  appear  how  many  policyholders  participated  or  voted  at 
any  of  the  meetings.  Apparently  there  have  been  no  controver- 
sies of  late  years  at  any  of  these  annual  meetings,  the  proceedings 
being  purely  formal. 

The .  directors  apparently  have  recorded  in  their  minutes  with 
fullness  the  proceedings  of  the  Board,  but  it  appears  that  the  ad- 
ministration of  the  company  has  verjr  largely  devolved  upon  its 
standing  committees,  the  doings  of  which  sub-committeeS'  appear 


4808  Legislative  Insurance  Investigation. 

to  have  been  as  a  rule  read  and  approved  by  the  Board  without 
other  entry  upon  the  directors'  minutes  than  such  approval.  The 
directors  have  allowed  themselves  $10  each  for  attending  meet- 
ings and  $5.00  to  the  members  of  the  finance  committee -attending 
meetings  of  that  committee.  It  appears  that  recommendations  of 
the  finance  committee  as  to  salaries  of  officers  were  made  from 
time  to  time  to  the  Board  of  Directors,  who  acted  upon  such  rec- 
ommendations. ^  It  also  appears  that  full  reports  were  from  time 
to  time  made  by  oQicers  of  the  company  as  to  the  details  of  ad- 
ministration and  that  these  reports  were  entered  in  full  ^upon  the 
records  of  the  Board. 

The  minutes  of  the  committee  on  claims  show  that  meetings  of 
this  committee  were  held  at  very  frequent  intervals  and  were  at 
tended  by  large  numbers  of  members  of  the  committae  and  that 
each  claim  passed  upon  was  fully  entered  upon  the  records  of  th& 
committee. 

The  minutes'  of  the  finance  committee  also  very  fully  state  the 
action  of  the  committee,  enumerating  in  detail  the  character  and 
de£cription  of  all  items  of  investments  and  also  showing  not  only 
the  action  of  the  committee  in  making  loans,  but  also  the  declin- 
ing of  loans. 

It  does  not  appear  that  the  company  participated  directly  or  in- 
directly in  any  syndicates. 

A  complete  statement  has  been  furnished  showing  all  legal  re- 
tainers paid  in  connection  with  legislation  since' January  1st,  189'6, 
the  larger  items  paid  to  II.  C.  Noyes  for  services  connected  with 
a  litigation  over  Madison  Hall  for  $3,000.00. 

To  James  E.  Monroe  for  services  in  a  Chancery  case 

Gook  County,  111.,  for $2,500.00 

Payment  in  1901  to  Codey  Woddle  for  services  in  con- 
nection with  the  Congress  Hotel  property  in  Chi- 
cago      1,000.00 

In  May,  1901,  paid  to  Senator  George  F.  Hoar  for  ser- 
vices in  tax  questions 1,000.00 

The  payments  made  by  the  company  in  connection  with  legis- 
lation during  the  past  ten  years,  consist  very  largely  of  its  propor- 
tion of  the  annual  salary  of  Foster  &  Turner  in  connection  with 
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four  other  companies;  a  similar  pro  rata  payment  to  Hopkins, 
Bacon  &  Smith  in  1896  of  $130.10. 

In  1901  to  John  O.  Drury  for  services  in  procuring  the  repeal 
of  the  Oraig  Law  in  North  Carolina,  $75.00. 

To  M.  D.  Munn  of  St.  Paul,  Minn.,  and  Wm.  T.  Oo«  of  Min- 
neapolis, Minn.,  $6,350,  of  which  there  was  refunded  to  this  com- 
pany by  the  New  England  Mutual  for  its  share  of  this  expense, 
$2,116.67.  This  is  connected  with  the  legislation  referred  to  in 
the  abstract  of  legislative  payments  by  the  New  England  Mutual. 

The  Company  have  furnished  detailed  statements  showing 
monthly  bank  balances  since  January  1st,  1900,  aud  distributed 
through  different  banks  in  Massachusetts,  New  York  and  Chicago. 
It  appears  that  the  average  balance  of  deposits  in  all  banks  is  con- 
siderably less  than  half  a  million  dollars. 

The  Company  have  also  furnished  a  very  complete  statement  of 
all  their  investments  held  in  November,  1905,  giving  the  de- 
scription of  the  securities,  the  name  of  the  vendors  and  purchase 
price  and  book  value.  About  one-seventh  of  the  entire  invest- 
ments of  the  company  are  in  stocks,  to  a  considerable  extent  in 
local  Massachusetts  corporations.  It  also  appears  that  the  ca;n- 
pany  has  made  collateral  loans  very  considerably  on  local  securi- 
ties. 

Commissions: 

Annual  dividend,  "  60^  Maximum. 

Five  year  dividend,  65^  " 

(No  five  year  dividend  policies  to  be  Issued  after  Jan'y  1,  1906.) 
Non-participating,  35^  -Maximum. 

Eenewal  commissions,  7J  per  cent,  participating,  except  5. per 
cent,  on  5  and  10  year  payments;  5  per  cent,  non-participating. 
All  for  life  of  the  policies. 

Rent,  clerk  hire,  collection,  agency  and  traveling  expenses  al- 
lowance additional. 

On  business  in  force  Dec.  31,  1904,  amounting  to  $105,161,408: 

Annual  dividend $89,928,977 

Five  year 13,144^931 

Non-participating    2,087,500 
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Mode  of  dividing  surplus,  contribution  plan. 

The  company  says: 

Since  the  adoption  of  the  "  Contribution  Plan  "  of  dividends, 
some  twenty-five  years  ago,  it  has  been  the  practice  of  the  company 
to  change  the  formula  as  little  as  possible  from  year  to  year, 
in-TOstigations  of  its  experience  have  been  made  and  the  formulae 
modified  from  time  to  time  as  demanded.  These  investigations 
have  been  made  more  with  the  view  of  determining  what  changes 
in  the  dividend  formulae  actually  in  use  were  demanded  than 
to  make  the  dividends  of  any  particular  year  conform  absolutely 
to  the  experience  of  the  preceding  year.  In  no  single  case  has 
the  experience  of  any  single  year  been  made  the  exact  basis  for 
the  dividends  of  the  succeeding  year. 
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THE  PEKN"  MUTUAI  LITE  INSUEAITCE  COMPANY  OE 
PHILADELPHIA,  PA. 

This  company  has  furnished  the  Committee  wiith  the  following 
documentary  information: 

Proportion  of  outstanding  policies,  annual  dividends,  deferred 
dividends. 

Same  of  policy  in  Premium  Department." 
Itemized  legal  expenses. 
Part  minutes,  showing  contribution  of  189.6. 
Committees  of  Trustees,  showing  scope  of  same. 

Sample  minutes  Finance  Committee. 
Monthly  report  of  Secretary  and  Treasurer. 
Addition  to  gain  and  loss  exhibit. 

Sample  minutes  of  Medical  Committee. 

Sample  minutes  of  Committee  on  Agency,  showing  method  of 
making  mortgage  loans,  collateral  loans  and  purchase  of  bonds. 

Minutes  of  other  committees. 

Detail  expense,  concerning  supplies,  1904. 

Certain  values  and  paid-ups. 

Method  of  calculating  annual  and  deferred  dividends. 

Statement  of  expense,  first  year. 

Two  copies  By-Laws  for  1900  and  1905. 

Syndicates,  syndicate  participations. 

Sample  of  loans  brought  before  Finance  Committee. 

Reports  of  Independent  auditors. 

Letter  to  Counsel  of  Committee,  signed  by  President. 

Sample  contract  of  general  agent, 
Monthly  bank  balance  for  five  years. 
Stocks  and  bonds. 
Collateral  loans. 
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^The  company  was  incorporated  in  184Y,  and  has  been  doing 
business  siace  May  20tli,  1847. 

The  officers  of  the  company  were  orally  examined  as  to  tlie 
method  of  its  organization  and  method  of  conducting  elections,  and 
policyholders'  participation  therein,  at  one  of  the  early  hearings 
of  the  Committee,  and  the  facts  in  that  regard  disclosed  by  the 
documents  furnished  need  not  be  here  summarized. 

It  appears  that  very  full  minutes  are  kept  of  the  proceedings  of 
the  meetings  of  the  Board  of  Trustees,  and  that  the  course  of 
business  is  for  the  standing  committees  to  report  to  the  Board 
of  Trustees  for  approval.  The  finance  Committee  enter  upon 
their  records  in  great  deail  all  items  of  investment,  and  the  action 
of  the  committee  respecting  these  items,  and  that  all  records  are 
kept  by  the  committee  on  policies  and  premiums.  It  appears  that 
there  are  also  special  committees  on  agencies,  on  accounts,  on 
claims  and  on  medical  matters. 

This  company  states  that  no  political  campaign  contributions 
have  been  made  except  in  1861  and  in  1896.  Erom  the  minutes 
of  a  special  meeting  of  the  Board  of  Trustees,  held  August  31st, 
1896,  the  following  extracts  are  pertinent: 

"  The  President  stated  that,  in  view  of  the  present  financial  con- 
dition of  the  country,  and  also  in  view  of  the  possible  election  of  a 
President  of  the  United  States  of  America,  who  advopated  and 
endorsed  an  unsound  money  standard  and  the  free  coinage  of 
silver,  he  had  called  a  meeting  of  the  Finance,  the  Claims  and 
Trustees,  representing  other  committees,  to  consider  the  state  of 
public  affairs,  and  their  bearing  upon  this  corporation. 

He  said  that  at  the  meeting  Charles  C.  Harrison,  LL.  D.,  Pro- 
vost of  the  University  of  Pennsylvania,  had  been  invited  to  be 
present  and  that  Mr,  Harrison  had  given. the  Trustees  his  views 
on  the  public  situation. 

The  Secretary  and  Treasurer  then  read  the  minutes  of  the  meet- 
ing above  referred  to,  and  as  will  be  found  recorded  in  the  minute 
book  of  the  Committee  on  Claims,  under  date  August  27th,  1896. 

The  result  of  that  meeting  was  the  unanimous  adoption,  upon 
a  call  of  the  yeas  and  nays,  of  a  resolution,  of  which  the  following 
is  a  copy,  to  wit: 

"  Eesolved,  That  this  special  meeting,  composed  of  members  of 
the  Finance,  Claims  and  Agencies  Committees,  recommends  to 
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the  Board  of  Tjrustees  at  a  special  meeting  to  be  lield  at  the  home 
office  on  Monday,  August  31st,  1896,  at  3.30  P.  M.,  that  this 
company  make  a  contribution  of  ($10,000)  Ten  Thousand  Dollars 
to  the  National  Eepublican  Campaign  Committee." 

The  President  stated  further  that  due  notice  had  been  sent  to 
the  Trustees,  and  that  letters  of  full  explanation  had  been  written 
by  the  Secretary  and  Treasurer  to  Messrs.  Plympton  and  Miller, 
and  by  himself  to  Mr.  Pyle;  that  replies  had  been  received  from 
Messrs.  Plympton  and  Miller,  and,  as  said  Trustees  were  not  pres- 
ent, it  was  but  fair  that  their  letters  should  be  read  to  the  Board, 
whereupon  the  letters  were  read  to  the  Trustees. 

The  following  was  the  substance  of  Mr.  Plympton's  letter: 

He  desired  as  earnestly  as  any  or  all  of  the  Trustees  the  election 
of  the  Eepublican  Ifational  ticket  in  November,  next. 

He  has  personally  contributed  to  that  end,  but  could  not  see 
his  way  clear  to  contribute  from  the  funds  of  the  company,  as 
reconomended,  as  he  was  in  doubt  as  to  mingling  politics  with 
business.  He  expressed  absolute  confidence,  however,  in  the 
Board  to  deal  with  the  question,  and  was  willing  to  accept  its 
judgment. 

Dr.  Miller  wrote  that  the  state  of  his  health  did  not  permit 
him  to  be  present.  That  he  was  heartily  in  accard  with  the 
movement  but  did  not  approve  of  donating  any  part  of  the  com- 
pany's funds  for  any  other  purpose  than  that  contemplated  in 
the  charter.  In  his  opinion  the  Trustees  have  no  right  to  do  so 
— ^the  company  being  mutual — stock  companies  and  banks  are 
different  and  their  prompt  and  liberal  action  is  to  be  recommended. 

Personally  he  is  working  as  hard  as  his  health  will  permit  to 
make  converts  for  honest  money. 

The  President  stated  that  Mr.  Roland  had  called  at  the  home 
office,  expressed  his  opinion  in  favor  of  the  appropriation,  as 
recommended,  and  desired  to  be  recorded  in  that  way. 

At  the  request  of  the  President,  the  Secretary  and  Treasurer 
then  read  the  following  extracts  from  the  general  minutes,  to-wit : 

At  a  special  meeting  of  the  Penn  Mutual  Life  Insurance  Com- 
pany, held  April  22,  1861,  three  days  after  the  Massachusetts 
troops  were  fired  on  in  passing  through  Baltimore,  the  following 
resolutions  were  passed: 

There  were  the  twelve  Trustees  present  at  the  meeting,  one  of 
whom,  Mr.  James  O.  Pease,  is  a  member  of  our  present  Board. 
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The  assets  of  the  company  January  1st,  1861,  were  $1,078,000, 

These  resolutions  were  ordered  to  be  published  April  22,  1861: 

Eesolved,  That  the  sum  of  five  thousand  dollars  be  appropri- 
ated to  the  Committee  of  Public  Safety  for  the  defence  of  the 
city  and  the  preservation  of  the  public  peace. 

Resolved,  That  the  sum  of  five  thousand  dollars  be  appropri- 
ated to  the  general  fund  to  be  raised  for  the  support  of  the  fam- 
ilies of  those  who  volunteer  in  the  service  of  the  general  Govern- 
ment. 

The  President  then  inquired  the  pleasure  of  the  Board  regard- 
ing the  appropriation  now  recommended  by  the  committees. 
^  John  Scott  then  addressed  the  President  and  Trustees  substan- 
tially as  follows: 

He  said  it  is  well  known  of  him  in  the  Board,  that,  as  a  rule,  he 
had  opposed  appropriations  proposed  for  objects  outside  of  the 
prosecution  of  the  company's  regular  business,  but  the  recom- 
mendation now  made  appealed  to  him  in  a  different  way  from 
any  heretofore  presented;  that  the  present  contemplated,  appro- 
priation, in  his  opinion,  was  not  in  aid  of  any  particular  party  as 
such  and  there  was  no  element  of  politics  in  the  recommendation. 

It  appeared  from  the  present  state  of  national  affairs  that  there 
was  a  public  conspiracy  to  clip,  among  others,  each  dollar  of  the 
thirty  millions  of  assets  of  this  company,  and  it  was  his  duty, 
and,  in  his  opinion,  the  duty  of  the  Trustees,  to  defeat  such  spolia- 
tion, and  also  to  assist  in  maintaining  the  authority  of  the  Su- 
preme Court  of  the  tJnited  States,  which  was  threatened  with 
dismissal  if  its  decision  should  not  happen  to  be  in  accordance 
with  the  wishes  of  a  political  party. 

There  was  no  question  of  doubt  that  if  the  Trustees  were 
aware  of  any  private  conspiracy  to  dispossess  the  company  o£  any 
part  of  its  securities  it  would  be  proper  and  right  for  the  Trus- 
tees to  expend  three  times  ten  thousand  dollars,. if  necessary  to 
preserve  the  assets. 

The  platform  of  the  Chicago  Democratic  convention  was  such 
that  It  advocated  unsound  moLey.  free  silver  coinage  and  en- 
dorsed a  presidential  candidate,  vho,  if  elected,  might  have  fte 
power  to  so  unsettle  values  that  the  assets  of  this  company  might- 
be  greatly  depreciated,  and  the  fi.st  duty  of  the  Trustees  was  to 
guard. tie  assets  so  that  the  widows  and  children  of  our  members 
should  be  amply  protected  and  secured. 
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He  reiterated-  liis  opposition  to  contributions  generally,  but 
would  cbeerfuUy  vote  again  for  another  if  it  had  merit  equal  to 
the  one  now  recommended. 

Senator  Scott  was  congratulated  by  the  members  present  for 
the  expression  of  his  views  which  were  so  much  in  accord  with 
their  own. 

James  O.  Pease  stated  that  he  had  cheerfully  voted  for  the  ap- 
propriation in  1861,  and  would  as  cheerfully  vote  for  the  one  now 
proposed. 

Kichard  S.  Brock  spoke  in  favor  of  the  recommendation,  stat- 
ing that  the  present  situation  caused  the  most  serious  apprehen- 
sion, not  only  regarding  the  business  depression,  but  also  because 
the  tendency  of  public  affairs  seemed  to  him  to  be  similar  to  that 
preceding  the  Prench  Kevolution. 

Mx.  Butterworth  approved  of  the  present  appropriation  for  the 
reasons  which  he  believed  actuated  the  Truste(3s  in  making  the 
appropriation  in  1861. 

Benjamin  Allen  stated  that  he  was  a  strong  partisan,  but  that 
he  left  politics  at  the  door  of  the  Board  room.  It  was  the.  first 
duty  as  a  Trustee'  to  maintain  the  company's  "  standard  reserve," 
and  he  believed  that  he  was  securing  the  object  by  voting  in  favor 
of  the  present  recommendation. 

Mr.  Pease  then  moved  that  the  appropriation  of  ten  thousand 
dollars  ($10,000),  recommended  by  the  committees  at  the  meet- 
ing of  August  27th,  1896,  to  be  paid  to  the  National  Bepublican 
Campaign  Committee  through  Charles  C.  Harrison,  LE.  D.,  is 
hereby  approved. 

This  was  seconded  by  John  Scott  and  unanimously  adopted. 

"  On  motion  of  Benjamin  Allen,  seconded  by  James  O.  Pease, 
the  vote  was  taken  by  yeas  and  nays. 

"  Upon  the  call  of  the  roll  the  following  trustees  answered 
'  Yea,'  viz. :  Benjamin  Allen,  Richard  S.  Brock,  James  Butter- 
worth,  Charles  J.  Field,  Aaron  Fries,  EUwood  Johnson,  George 
K.  Johnson,  Lincoln  K.  Passmore,  Tattnall  Paulding,  James  O. 
Pease,  Frank  Pyle,  "William  H.  Rhawn,  John  Scott  and  John  U. 
Watt— 14. 

"  On  motion  of  George  K.  Johnson,  Edward  M.  Needles,  Presi- 
dent was  requested  to  vote  also;  whereupon  he,  too,  voted  yea, 
and  he  announced  that  the  recommendation  was  unanimously 
agreed  to." 
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The  company  furnislied  an  itemized  statement  of  all  legal  ex- 
penses from  1901  to  1905,  inclusive;  such  statement  covering  the 
ordinary  legal  expenses  of  the  company.  It  is  also  stated  ihat  the 
only  items  paid  for  professional  services  in  matters  of  legislation 
are: 

Payment,  July  8th,  1901,  to  Mr.  Wm.  H.  Scott,  Secretary, 
$1,000,  to  reimburse  him  for  $750  of  that  amount  paid  to  Mr.  M. 
E.  Ohnstead,  who  appeared  before  a  committee  of  the  Pennsylva- 
nia Legislature  and  argued  against  a  tax  bill,  the  balance  of  $250 
being  to  reimburse  him  for  his  own  traveling  expense?,  and  extra 
service  during  the  session. 

That,  under  date  of  April  29th,  190-3,  an  item  of  $250,  paid  to 
Wm.  M.  Scott,  and  a  similar  item  under  date  of  April  19th,  1905, 
were  paid  him  to  cover  his  traveling  expenses  and  extra  services 
on  behalf  of  the  company  during  the  legislative  sessions  of  1903 
and  1905. 

It  appears  by  the  statement  furnished  that  this  company  has 
participated,  in  the  last  five  years,  in  twenty-one  syndicates  which 
liave  been  closed,  and  in  seven  syndicates  which  are  still  open.  In 
about  half  of  these  syndicates  bonds  were  withdrawn  for  invest- 
ment. It  appears  that  considerable  profits  were  made  in  almost 
all  cases,  and  it  does  not  appear  that  any  losses  have  as  yet  been 
incurred. 

The  company  has  furnished  an  itemized  statement  showing  all 
bank  balances  at  the  end  of  each  month  for  five  years  last  past 
distributed  through  some  twelve  trust  companies,  banks  and  bank- 
ing houses,  mostly  in  Philadelphia  and  in  New  York.  It  appears 
that  throughout  1901,  1902  and  1903,  and  for  the  month  of  Janu- 
ary, 1904,  there  was  a  continuous  and  uniform  balance  on  deposit 
with  the  Title  Guarantee  Company  of  New  York  of  $100,000 ;  that, 
beginning  with  November,  1901,  and  throughout  the  remaining 
period  to  and  through  October,  1905,  there  was  a  constant  and 
uniform  deposit  with  Messrs.  Drexel  &  Company  of  $100,000,  ex- 
cept that  at  the  end  of  December,  1903,  the  amount  was  increased 
to  $200,000. 

The  company  have  furnished  statements  giving  in  greart  detail 
the  items  of  securities  in  which  the  company's  assets  are  invested 
and  showing  the  price  paid  and  persons  from  whom  they  were 
acquired.  It  appears  that  the  stock  investments  of  the  company, 
a  comparatively  small  amount  of  assets,  is  invested  in  corporate 
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stocks,  investments  being  largely  in  municipal  and  railroad  bonds 
■with  considerable  holdings  in  industrial  bonds.  The  compajiy 
also  loans  to  a  considerable  amount  on  collateral,  both  stocks  and 
bonds. 

Proportion  of  annual  and  deferred  dividends,  and  non-partici- 
pating business: 

Annual  dividend  policies,  55  per  cent. 

Deferred  dividend  policies,  -where  the  dividends  are  accumulated 
and  are  not  available  for  use  by  the  holder  of  the  policy  until  the 
end  of  the  deferred  period,  38  per  cent. 

Deferred  optional  dividend  contracts,  where  the  dividends  are 
accumulated  but  are  available  for  use  in  payment  of  premiums,  5 
per  cent. 

Paid-up  non-participating  policies,  etc.,  2  per  cent. 

Mode  of  apportioning  dividends,  contribution  plan. 

As  applied  to  deferred  dividends,  company  reports : 

"  The  same  annual  dividend  is  credited  to  each  policy,  as  if  it 
were  on  the  annual  dividend  form,  ai>4  these  dividends  are  ao- 
ciunulated  at  4  per  cent,  interest.  Should  any  policy  which  is  in 
the  deferred  dividend  class  be  forfeited  or  surrendered  or  become 
a  claim  by  death,  the  dividends  creditefd  to  it  are  accumulated 
at  the  same  rate  of  interest  until  the  end  of  the  deferred  dividend 
period,  and  this  fund  of  dividends  is  distributed  amongst  the  ex- 
isting policies  at  the  end  of  the  deferred  dividend  period. 

COMMISSIOlSrS:  Deferred  dividends. 

Premiums  20  years  or  more ....  50  per  cent,  maximum 
Premiums  15  years  or  more.  . .  .42^  per  cent,  maximum 
Premiums  10  years  or  more ....  30    per  cent,  maximum 

Allowance  also  toward  rent  and  clerk  hire. 

Renewal  commissions  7  per  cent. 
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MASSACHUSETTS   MUTUAL  LIFE   IWSUEAlSrCE   COM- 
PANY, OE  SPKINGEIELD,  MASS. 

The  coimnittee  received  from  tHis  company  tlie  following  docu- 
mentary information: 

Mimite  of  Einance  Committee. 

Minutes  of  directors'  and  policyholders'  meetings. 

Memorandum  of  various  matters. 

List  of  securities. 

Collateral  loan. 

Additions  to  gain  and  loss  exhibit — certain  values. 

Deferred  dividend  policies. 

Mode  of  apportioning  surplus. 

Kate  book. 

Contributions  for  legislative  matters. 

Legal  retainers. 

Contract  of  general  agents. 

This  company  was  incorporated  in  Massachusetts  in  1851  and 
began  business  that  year.  The  directors  are  chosen  by  the  policy- 
holders. The  minutes  of  annual  meetings  show  that  in  1896  111 
votes  were  cast. 

In  1897  114  votes  were  cast. 

In  1898  115  votes  were  cast. 

In  1899  153  votes  were  cast. 

In  1900  114  votes  were  cast. 

In  1901  133  votes  were  cast. 

In  1902  156  votes  were  cast. 

In  1903  157  votes  were  east. 

In  1904  175  votes  were  cast. 

In  1905  160  votes  were  cast. 

There  do  not  appear  to  have  been  any  contests. 

At  the  annual  meeting  of  1905  the  by-laws  of  the  company 
were  radically  amended.  Minutes  of  the  Board  of  Directors  very 
fully  record  the  proceedings  of  the  board.     The  officers'  salaries 
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appear  to  have  been  fixed  by  the  Board  of  DireetorSi    These  sala- 
ries,,as  fixed  in  1901,  were: 

President $25,000 

Vice-president $1,500 

Secretary 11,000 

Actuary 6,000 

Attorney    7,500 

Superintendfent  of  Loans 9,000 

First  Medical  Director } 1,800 

Second  Medical  Examiner 900 

The  Board  also  allowed  members  of  its  finance  committee  a 
salary  of  $500  each;  the  chairman  of  the  Auditing  Committee 
$250,  and  to  the  other  members  $200  each.  These  allowances 
were  made  in  lieu  of  fees  for  attendance  at  the  meetings,  the  di^ 
rectors,  however,  allowed  to  themselves  $25  each  for  attendance 
upon  directors'  meetings  and  $5  each  for  attendance  upon  com- 
mittee meetings. 

In  1903  the  president's  salary  was  increased  to  $30,000  and 
the  secretary's  to  $12,000.  At  a  subsequent  meeting,  the  vice- 
presidency  having  become  vacant,  his  salary  was  added  to  that 
of  the  secretary,  but  at  a  meeting  held  in  October,  1904,  this 
action  was  rescinded  and  the  secretary  was  chosen  vice-president. 
At  a  meeting  of  the  directors  held  in  January,  1905,  the  salaries 
were  amended  as  follows: 

President,  $30,000. 

Vice-president,  $12,000. 

Second  vice-president  and  attorney,  $9,000. 

Actuary,  $6,000. 

Assistant  actuary,  $4,000. 

Superintendent  of  loans,  $10,000 

First  medical  director,  $2,500. 

Second  medical  director,  $1,000. 

At  this  time  the  sum  of  $750  each  was  fixed  as  annual  compen- 
sation to  members  of  the  finance  committee  and  $350  to  the 
chairman  of  the,  Auditing  Committee,  other  members  of  the 
Auditing  Committee,  $500  each.  To  the  directors,  exclusive  of 
those  receiving  annual  salaries,  $50  each  for  attendance  upon 
meetings  of  the  directors  and  $5  each  for  attendance  at  each 
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meeting  of  the  cominittee  of  wMch  they  might  be  respectively 
members — ^the  fixing  of  other  officers'  salaries  was  referred  to  the 
finance  committee  with  power.  The  board  devolved  upon  the 
Finance  Committee  the  power  to  fix  the  salaries  of  the  assistant 
secretaries.  The  meetings  of  the  board  of  directors  of  this  com- 
pany are  held  four  times  a  year.  The  minutes  show  that  at 
these  meetings  the  reports  of  the  sub-coflimittees  were  presented 
and  acted  upon.  The  minutes  of  the  directors  also  show  the 
adoption  by  the  board  from  time  to  time  of  schemes  for  distribu- 
tion of  the  company's  surplus.  -- 

The  minutes  of  the  Finance  Comjnittee  of  this  company  do 
not  show  in  detail  the  municipal  and  farm,  mortgage  loans  made, 
but  these  are  proved  by  reference  to  schedules  on  file.  The  pur- 
chases and  sales  of  ordinary  securities,  however,  and  the  purchases 
and  sales  of  real  estate,  appear  to  have  been  separately  passed 
upon  by  the  committee  and  fully  entered  on  the  minutes,  and  the 
minutes  also  show  the  action  of  the  committee  from  time  to  time 
in  rejecting  securities  offered. 

This  company  reported  the  following  list  as  that  of  all  legal 
retainers  for  ten  years  last  past: 

Oct.   10,  1898,  W.  H.  Oooliidge,  of  Boston $100 

ISTov.  21,  1899,  0.  D.  Davies,  Chicago 100 

May    9,  1900,  Hamlin,  Scott  &  Lord,  of  Chicago TS 

Oct.    6,   1902,  Eichard  C.  Dale,  of  Philadelphia 50 

This  information  given  on  this  head  is  said  to  be  merely  a 
list  of  technical  retainers,  no  statement  being  made  of  ordinary 
legal  expenses.  The  legal  expenses  of  this  company  for  the  year 
1904  appear  in  its  annual  report  as  $2,917.41.  The  company 
states  that  no  contributions  whatever  have  been  made  by 
it  to  political  campaign  funds  and  that  the  only  payments  made 
for  services  in  connection  with  legislation  have  been  its  propor- 
tion of  such  expenses  in  connection  with  four  other  companies, 
the  Massachusetts  Mutual  haviag  paid  as  such  proportion,  as 
follows : 

In  1899 $900.12 

In  1900   , 3,180.02 

In  1901 1,203,58 
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In  1902  1,197.00 

In  1903  1,185.60 

In  1904  1,170.10 

In  1905  1,158.61 

It  is  stated  that  the  large  payment  made  in  1900  was  due  to 
the  fact  that  in  that  year  the  insurance  law  of  Massachusetts  was 
wholly  revised  and  re-enacted. 

Statements  have  been  furnished  showing  the  monthly  hank 
balances  distributed  through  eight  banks  and  trust  companies  in 
Massachusetts,  New  Hampshire,  ISTew  York  and  Chicago,  and 
showing  amounts  specially  deposited  in  Massachusetts  and  New 
Hampshire  against  which  certificates  of  deposit  were  held.'  The 
highest  total  amounts  of  deposits  in  any  one  month  for  the  past 
five  years  appears  to  have  been  $975,753.32,  the  balances  ranging 
down  to  the  lowest  total  at  the  end  of  any  one  month,  $80,003.69. 

The  company's  investments  reported  to  be  held  in  November, 
1905,  consist  almost  entirely  of  railroad  bonds,  there  being  a  small 
amount  in  municipal  bonds,  about  $310,000  in  stocks,  the  total 
book  value  of  all  stock  and  bond  investments,  November  23d, 
1905,  being  stated  at  $16,461,060.25. 

It  does  not  appear  that  this  company  participated  in  any  syndi 
cate  operations. 

Commissions :    No  deferred  dividend  policies. 

Annual  dividend,  50  per  cent,  maximum. 

Renewal  commissions:  5  per  cent,  on  5  year  and  10  year  pay- 
ment policies  and  7^  per  cent,  on  others. 

Mode  of  distributing  surplus,  contribution  plan. 
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BEEKSHTRE  LIFE  INSURANCE  COMPAISTT,  OF  PITTS- 

EIELD,  MASS. 

This  company  have  furnished  the  following  documentary  in- 
formation to  the  committee : 
Statement  of  surplus  earnings. 
Four  rate  books. 
Legal  fees  and  expenses. 
By-laws. 

Agency  contract. 
Minutes  of  Finance  Committee. 
Minutes  of  Directors. 
Annual  meetings. 
Bank  deposits. 

Collateral  loans.  "" 

Stocks  owned. 
Bonds  owned. 
Municipal  corporation  notes. 

This  company  was  incorporated  in  1851  under  the  laws  of 
Massachusetts.  The  company  state  that  they  have  never  en- 
tered into  any  syndicate  agreements. 

The  company  state  that  their  ordinary  legal  expenses  haxe 
been  very  light.  The  total  item  in  the  annual  report  for  1904 
was  $1,460.35.  The  company  have  paid  to  Eeginald  Foster  and 
Foster  &  Turner  a  total  for  its  share  of  their  compensation  for 
services  in  matters  of  legislation,  the  sum  of  $3,882.37  for  the 
years  1898  to  1905  inclusive. 

The  by-laws  provided  that  until  the  redemption  and  extinction 
of  the  guaranteed  stock,  one-half  of  each  class  of  directors  to 
be  chosen  at  each  annual  meeting  shall  be  elected  by  the  holders 
of  the  stock  and  the  other  half  by  the  assured  members  voting 
in  separate  bodies.     The  by-laws  also  provided  that  the  surplus 
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funds  shall  be  set  apart  by  the  directors  and  divided  and  re- 
imbursed equally  to  and  among  the  policyholders. 

The  minutes  of  the  annual  meetings  since  1896  simply  show 
the  results  of  elections,  without  stating  how  many  votes,  either 
stockholders  or  policyholders,  participated  therein. 

The  minutes  of  the  directors  show  in  detail  the  method  of 
distribution  of  the  surplus  and  the  adoption  of  forms  of  insur- 
ance contracts;  they  also  show  that  the  details  of  administration 
of  the  company  were  largely  devolved  upon  the  Finance  Com- 
mittee and  officers.  The  minutes  of  the  Finance  Committee  for 
the  past  five  years  show  in  full  detail  the  losses  passed  upon, 
loans  made,  purchase  and  sales  of  securities  and  other  property. 
It  appears  that  the  salary  of  the  president  was  fixed  by  the 
finance  committee   in  1901  at  $5,000. 

The  salary  of  the  vice-president  at  $1,000. 

The  salary  of  the  second  vice-president  at  $250. 

The  salary  of  the  secretary  and  treasurer  at  $10,000  per 
annum. 

The  statement  also  shows  that  in  itTovember,  1905, 

the  company  held  stocks  of  the  value  of $716,270.87 

And  bonds  of  the  value  of 4,904,921.01 

The  total  book  value  being $5,621,591.88 

The  company  owns  stock  in  four  banks  and  in  one  loan  and 
trust  company.  It  carries  cash  on  deposit  in  eight  banks  or 
trust  companies,  in  some  instances  getting  interest  on  their  de- 
posits at  rates  from  4  per  cent,  to  5  per  cent.;  deposits  in  five  of 
the  banks  are  without  interest.  The  largest  balance  is  kept  in 
one  of  the  New  York  banks  and  draws  interest  at  1^  per  cent. 
This  company  loans  to  a  substantial  amount  on  collateral  secur- 
ities. 


'       COMMISSION'S: 

Deferred  dividend 65  per  cent-  maximum 

Annual  dividend 60  per  cent,  maximum 
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Accunmlation .16  per  cent,  maximum 

Renewal  commissions,  T^  per  cent,   for  9  years,  2i  per  cent, 
thereafter. 

Eent,  clerk  hire  and  traveling  expenses  allowed. 
Proportion  of  business  in  force  December  31,  1904. 

Annual  dividend  12.24  per  cent. 

Deferred  dividend   8Y.Y6  per  cent- 
Mode  of  apportioning  surplus,  contribution  plan.     As  to  de- 
ferred dividend  policies,  the  following  rule  is  given: 

An  amount  equal  to  five  annual  dividends  plus  current  rate  of 
interest  and  an  addition  from  the  surplus  which  the  lapsed  and 
surrendered  policies  would  have  been  paid  if  they  had  been 
annual  dividend  policies  since  their  last  dividend. 
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CONNEOTIOUT  MUTUAL  LEFE  INSUEANCE  COM- 
PANY, OF  HARTFOED,  CONN. 

The  company  furnished  the  following  documentary  informa- 
tion  to  the  committee: 

Charter. 

By-Laws. 

Bonds  owned. 

Stock  owned. 

Collateral  loans. 

Minutes  of  directors. 

Monthly  bank  balances. 

151 
Contract  and  bond,  general  agent. 
Statement  of  agents'  commissions. 
Legal  expenses. 
Surrender  value. 
•Policy  conditions. 
Copy  of  policy. 

This  company  was  incorporated  by  a  special  act  of  the  Con- 
necticut Legislature  passed  in  May,  1846.  The  charter  was 
amended  in  1848,  in  1852,  in  1881,  in  1887  and  in  1893. 

No  records  have  been  furnished  showing  the  proceedings  and 
the  annual  meetings.  Specimen  minutes  only  have  been  fur- 
nished of  the  directors'  meetings  bearing  on  a  few  special  trans- 
actions of  the  company.  Full  and  itemized  statements  have 
been  furnished  showing  the  ordinary  legal  expenses  since  1895. 
From  this  it  appears  that  the  total  payments  for  such  legal  ex- 
penses after  deducting  foreclosure  expenses,  which  were  trans- 
ferred at  the  cost  of  properties  foreclosed;  were  as  follows: 

For  1895 $21,709.13 

For  1896 21,040.76 

For  1897 15^185.72 
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For  1898 19,386.88 

For  1899 17,116.71   . 

For  1900 32,412,39 

For  1901 18,998.38 

For  1902 14,454.71 

For  1903 17,897.98 

For  1904  : 17,897.98 

For  1904 6,751.65 

It  is  stated  that  the  amounts  paid  for  legal  services  in  con- 
nection with  bills  and  resolutions  pending  before  the  General 
Assembly  of  Connecticut,  have  been  as  foUovrs,  all  having  been 
paid  to  the  firm  of  Robinson  &  Robinson: 

July  1,   1897 $3,500 

July  1,   1899 300 

July  1,   1901 500 

July  1,   1903 1,000 

July  1,  1905 > 1»400 

The  maximum  annual  risk  on  a  single  life  is  $50,000. 

It  appears  by  the  statement  furnished  that  in  November,  1905, 
this  company  held  in  stocks  $829,500;  in  bonds,  $^5,211,720. 

The  company  own  stock  in  six  banks  and  one  trust  company, 
all  in  Hartford,  Conn.  Of  the  stocks  held  by  the  company,  there 
is  $100,200  in  Pere  Marquette  preferred;  $330,000  in  ISTew  York 
Dock  Co,,  preferred,  taken  under  a  reorganization  of  the  Brook- 
lyn Wharf  &  Warehouse  Company.  There  were  outstanding 
JSTovember  20th,  1905,  $130,000  on  collateral  loans.  The  com- 
pany deposits  in  six  banks,  trust  companies  and  banking  houses, 
the  largest  average  deposits  being  with  J.  P.  Morgan  &  Company. 

ISo  deferred  dividends. 

Commissions,  maximum. 

Life  and  limited  payment  30  per  cent,  and  7i  per  cent,  renewal. 

Endowment  20  per  .cent,  and  5  per  cent,  renewal. 

Renewal  term  20  per  cent,  and  5  per  cent.  renewaL 

Mode  of  apportioning  dividends,  contribution  plan. 
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AETNA  LEFE  INSUEANOE  COMPANY,  OP  HARTFORD, 

CONN. 

This  company  have  furnished  the  following  documentary  in- 
formation to  the  committee: 

Syndicates. 

Report  of  quadruple  examination  by  Connecticut  committee. 
Rate  book. 

Two  additional  rate  books,  continuous  installment. 
Agreement  with  general  agents. 

"Various  statements  in  answer  to  questions  including  gain  and 
loss  exhibit 

Contributions  to  political  campaigns,  etc. 

By-laws. 

Minutes  of  meetings  of  the  policyholders  and  dirpctora. 

Securities. 

Collateral  loans. 

Bank  balance. 

Statement  of  real  estate  mortgages. 

This  company  was  incorporated  in  1820.  It  is  a  IftTge  stock 
company,  the  present  capital  being  $2,000,000. 

It  appears  by  the  minutes  furnished  that  the  directors  are 
elected  by  the  stockholders,  but  that  dividends  are  from  time  to 
time  made  to  the  policyholders  in  accordance  with  schedules  of 
recommendations  prepared  by  the  actuary. 

It  appears  that  the  company  made  the  following  contributions 
to  political  campaign  funds : 

Eor  the  presidential  campaign  of  1896,  $5,000. 
For  the  presidential  campaign  of  1900,  $5)000. 
For  the  presidential  campaign  of  1904,  $5,000. 

The  payments  made  in  connection  with  legislation  in  the  pres- 
ent rate  have  been  $1,284.55,  stated  to  have  been  paid  the  attoi^ 
neys  employed  to  argue  the  company's  objections  to  certain  bills 
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pending  before  the  Legislature  of  Wisconsin  in  the  winter  of 
1905. 

The  company  has  participated  in  two  syndicates — ^the  Chicago 
and  Northwestern  Eailroad  3^  per  cent. —  under  which  syn^ditjate 
agreement  the  company  appear  to  have  taken  $500,000  of  the 
bonds  of  which  $16,000  were  subsequently  sold — and  the  Louis- 
ville and  Nashville  Five  20's,  under  which  the  company  appeared 
to  have  realized  a  profit  of  $15,9Y3.4Y. 

It  appears  that  the  investment  securities  held  November,  1905, 
amounted  to  about  $24,000,000  par  value,  $3,500,000  being  in 
stocks,  chiefly  bank  stocks'  in  Hartford  and  vicinity.  The  bonds 
held  are  chiefly  mimicipal  and  railroad.  The  company  make  loans 
on  collateral  securities  in  some  instances  to  ofiicers  of  the  company. 

They  have  also  furnished  detailed  statements  of  the  balances  in 
the  bank  at  the  end  of  each  month,  showing  accounts  kept  in  very 
many  different  States  and  in  Canada,  the  principal  bank  account 
being  in  the  Aetna  National  Bank,  of  Plartford,  where  the 
monthly  balances  ranged  during  1905  from  $2,994,778.78  to  $1,- 
800,082.65. 

Commissions: 

Participating ,. . . .  50  per  cent,  maximum. 

Non-participating 50  per  cent,  maximum. 

Term 50  per  cent,  maximum. 

Kenewal  commissions:  5  per  cent,  on  non-participating  endow- 
ment, 7  per  cent,  on  all  others. 

Provision  for  dividends  given  in  minutes  of  directors'  meeting: 

Resolved,  That  a  dividend  is  hereby  declared  payable  to  policy- 
holders who  renew  their  policies  in  1896  and  to  such  others  as  by 
the  regulations  of  this  company  are  entitled  thereto  in  accordance 
with  the  schedules  prepared  by  the  acutary,  upon  the  same  basis 
as  the  dividends  for  several  years  past  have  been  calculated,  the 
total  amount  of  dividends  so  allotted  to  policyholders  in  1896  not 
to  exceed  $988,000.00.  '" 

The  following  is  a  further  description  of  mode  of  apportioning 
annual  -and  five-year  dividends: 

The  method  of  calculating  annual  dividends  being  paid  in  1905 
is  shown  by  the  following  example,  showing  the  calculation  of  an 
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annual  dividend  policy  at  the  end  of  the  tenth  policy  year  in  1905 
to  a  twenty  payment  life  policy  of  $1,000,  issued  at  age  35  in  the 
year  1895. 

Eeserve  end  of  ninth  policy  year  in  1904 $193.21 

Premium  paid  in  1904 , 31.97 

Total .$225.18 

Deduct  expenses,  10  per  cent  of  premium  and  $0.95 4.15 

Residue ., ,$221.03 

Add  5  per  cent,  interest 11.05 

Total $232.08 

Deduct  tabular  cost  of  insurance 9.13 

Residue,  total  fund  end  of  the  tenth  policy  year  in  l^OS.  .$222.96 
Reserve  held  by  company  at  end  of  tenth  policy  year  1905 .  $219.18 

Excess  of  total  fund  over  reserve,  equal  tenth  dividend . . .     $3.77 

The  method  of  calculating  deferred  dividends  for  five  years  on 
a  plan  of  insurance  the  issue  of  which  has  now  been  discontinued, 
is  shown  in  the  following  example,  the  current  dividends  being  de- 
termined in  precisely  the  same  way  as  the  annual  dividends  above 
shown. 

Age  42,  $5,000,  issued  in  1900. 

First  current  dividend  in  1901 $21.42 

Gain  from  lapsed  and  deceased 3 .  64 

Surplus  and  first  year  in  1901 $25.06 

Four  per  cent,  interest 1.00 

Second  current  dividend  in  1902 21 .  50 

Gain  from  lapsed  and  dead 1.57 


Surplus  second  year  in  1902 $40 .  13 

Four  per  cent,  interest 1.97 

Third  current  dividend  in  1903 22.70 

Gain  from  lapsed  and  dead 1.89 

Surplus  end  third  year  in  1903 $75.69 
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Four  per  cent,  interest 3 .  03 

Fourth  current  dividend  in  1904 23 .  95 

Gain  from  lapsed  and  dead 1.85 


Surplus  end  of  fourth  year  in  1904 $l04. 52 

I'our  per  cent,  interest 4.18 

Fifth  current  dividend  in  1905 25.20 

Surplus  end  of  fifth  year  in  1905 $133 .  90 

(First  dividend  payment.)  ' 
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THE    NORTHWESTEEN    MUTUAL    LIFE    rN'SURA:N"CE 
COMPANY,  OF  MILWAUILEE,  WIS. 

This  company  have  furnislied  the  following  documentary  in- 
formation in  response  to  the  request  of  the  committee: 

Statement  of  the  legislation  expenses. 

Specimen  agency  contracts. 

Statement  rates  and  commissions. 

Expenses  first  year  of  insurance. 

Monthly  bank  balances. 

Mortgage  loans. 

Bonds. 

Letter  from  superintendent  of  agents. 

Eeal  estate. 

Gain  and  loss  exhibit  first  year. 

Mode  of  computing  dividends. 

This  company  was  incorporated  in  March,  1857.  It  is  a  strictly 
mutual  company  the  directors  being  chosen  by  the  policyholders. 

In  addition  to  the  above  this  company  has  submitted  to  the  in- 
spection of  the  committee  the  original  minute  books  of  the  finance 
committee,  of  the  executive  committee,  of  the  committee  on  in- 
surance and  agencies,  of  the  bond  committee,  and  of  the  real  es- 
tate committee,  for  many  years  past.  These  minutes  are  kept  with 
very  great  fullness.  By  them  items  appear  to  have  been  entered 
in  full  in  the  minutes  descriptive  of  every  financial  transaction  of 
the  company,  including  full  description  of  every  separate  loan 
made  by  the  company,  and  niinutes  of  the  committees  other  than 
those  of  the  finance  and  executive  committees  likewise  state  with 
very  great  fullness  all  details  of  the  company's  business. 

The  company  has  submitted  details  of  all  items  of  legal  ex- 
penses from  1896  to  date.  As  to  expenses  incident  to  legisla- 
tion, it  is  alleged  that  in  1896  they  paid  to  G.  N.  Reynolds,  their 
general  agent,  for  services  incident  to  legislation  in  Pennsylvania, 
$250.00. 
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November  23,  1896,  to  tte  Weekly  Underwrite!  for 
copies  of  bills  and  daily  bulletins  furnisbed  during 
legislative  session $200.00 

"February  10,  R.  !F.  Kold,  for  services  in  connection 
witb  legislation  in  Alabama,  more  particularly  re- 
garding securities  of  tbe  City  of  Birmingbam,  Ala., 
in  wbicb  tbe  company  was  largely  interested 1,000 .  00 

(Being  tbe  company's  contribution  for  a  sbare  of  ex- 
penses incurred  by  it  in  common  witb  several  otber 
companies  interested.) 

In  1897  to  Ole  Oles'on  for  services  in  connection  with 

legislation  in  Madison,   Wis 150.00 

March  13,  1897,  Mr.  Oleson  for  same  services ,         100.00 

April,  1897,  to  Mr.  Oleson  for  same  services 100.00 

In  April,  1897,  to  Edward  P.  Hackett  for  services 

connected  with  legislation  pending  in  Wisconsin. .       2,650.00 

In  April,  1897,  to  Mr.  Oleson  for  the  same  services. .  150.00 

In  May,  1897,  to  Edward  P.  Hackett  for  Wisconsin 

legislative  services 350 .  00 

In  May,  1897,  to  W.  A.  No  well  for  copiee  of  bills 

introduced ■  31 .  00 

In  June,  1897,  to  E.  S.  Walker  for  legislative  services 

in  Springfield,  111 200.00 

In  September,  1897,  to  the  Weekly  Underwriter  for 

furnishing  copies  of  bills  and  information 200.00 

In  December,  1897,  to  Benjamin  H.  Hill  for  his  own 
services  and  those  of  Spencer  R.  Atkinson  in.  con- 
nection with  the  bill  known  as  the  "  Dodson  Bill  " 
in  the  Georgia  Legislature 3,000,00 

In  March,   1898,  to   E.    S.   Walker   for  services   at 

Springfield,  Ul 100 .  00- 

In  October,  1898,  to  Weekly  Underwriter  for  bul- 
letins and  other  information   200 .  00 

In  March,  1899,  to  George  W.  Peck  for  services  at 

Madison,  Wis 200 .  00 

May,  1899;  to  the  same  for  similar  services 55 .00 

In  May,  1899,  to  E.  S.  Walker  for  services  in  con- 

iisction  with  Illinois  legislation ,         100.00 


statements  of  Comjutiiies  not  Examined.  4833 

In  August,  1899,  to  D.  E.  Murphy,  general  agent  of 
the  company  for  services  and  expense  of  himself 
and  others  in  connection  with  legislation  in  the 
State  of  Michigan ; .  999 .  12 

In  August,  1899,  to  W.  T.  Gage,  general  agent  of 
the  company,  for'  employment  of  special  counsel 
in  connection  with  Michigan  legislation 100 .  00 

And  for  traveling  expenses  in  connection  with  the 

same  matter 155 .  80 

December,  1900,  to  Thomas  "W.  Spence  for  legisla- 
tive service  and  traveling  and  hotel  expenses  during 
the  session  of  the  Wisconsin  Legislature  for  the 
sessions  of  1898  and  1899,  more  particularly  in 

connection  with  certain  tax  laws 1,000 .  00 

Wisconsin  Legislature   .  .  . .  j 1,500.00 

In   February,    1901,   to   Thos.   W.    Spence   for  like 

services 2,500.00 

In  March,  1901,  to  Thos.  W.  Spence  for  like  services.       1,000.00 

In  April,  1901,  to  K.  K.  Kenna  for  work  in  prepar- 
ing brief  in  insurance  taxation   250.00 

In  April,  1901,  to  E.  B.  Stephenson  for  services  in 

connection  with  legislative  matters  in  Nebraska.  . .  400.00 

In  April,  1901,  to  John  E.  Moore  for  services  and 

expenses  in  connection  with  Michigan  Legislature,  121.06 

In  April,  1901,  to  Hiram  F.  Stevens  for  sei-vices  be- 
fore the  Minnesota  Legislature 400\00 

In  May,  1901,  to  John  E.  Moore,  for  services  in  con- 
nection with  Michigan  legislation 245.24 

In  May,  1901,  to  W.  A.-  Nowell  for  copies  of  bills, 

etc.,  in  Wisconsin  legislation 35.00 

In  May,  1901,  to  John  E.  Moore  for  services  in  con- 
nection with  Michigan  legislation 123.15 

In  May,  1901,  to  E.  S.  Walker  for  services  in  Wis-  , 

consin  Legislature 100.00 

In  June,  1901,  to  Thos.  W.  Spence  for  services  in 

connection  with  Wisconsin  legislation   3,125.57 

In  July,  1901,  to  Brown,  Wheeler,  Brown  &  Hay  for 

services  in  matters  of  Illinois  legislation 1,500.00 

In  July,  1901,  to  Thos.  W.  Spence  for  servides  in 

connection  with  Wisconsin  legislation 1,000.00 
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In  N'ovember,   same 1,000.00 

■In  November,  1901,  to  the  Weekly  Underwriter  for 

copies  of  bills  and  bulletins 200.00 

In  February,  1902,  to  B.  K.  ]\Iiller  for  services  and 
expenses  at  Louisville,  Ky.,  in,  connection  with 
Kentucky  legislation 133.55 

In  March,  1902,  to  same  in  same  matter 158.15 

In  March,  1902,  to  D.  J.  Kyan  for  services  connected 

with  tax  legislation  in  Ohio   300.00 

In  1902,  II.  F.  Stevens,  for  services  in  connection  with 
the  Insurance  Department  of  Minnesota  and  the 
Mimiesota   Legislature    250.00 

In  January,   1903,  to  the  Weekly  Underwriter  for 

bulletins  and  copies  of  bills 200.00 

March,  1903,  to  Sanborn  &  Sanborn  for  legal  ser- 
vices and  traveling  expenses  in  connection  with 
Wisconsin  legislation 351.30 

In  March,  1903,  to  Shepard  &  Lyto*i  for  services  and 
expenses- in  connection  Avith  legislation  in  the  State 
of  Washington 181.50 

In  March,.  1903,  to  Eugene  Fretz,  Jr.,  an  agent  of 
the  company,  for  expenses  in  connection  with 
Dakota  legislation 150.00 

In  April,  1903,  to  the  First  IS^ational  Bank  of  Hud- 
son, and  the  Bank  of  Hudson  for  a  proportion  of 
.  Ihe  charge  of  A.  L.  Sanborn  in  connection  with  a" 
bill  passed  by  the  Legislature  of  Wisconsin,  autho- 
rizing a  refunding  of  certain  county  bonds '         33.33 

In  May,  1903,  to  E.  S.  Walker  for  legislative  services 

at  Springfield,  111 •. 100.00 

In  May,  19-03,' to  J.  B.  Maguire  for  services  and  dis- 
bursements in  connectior-  with  Illinois  legislation. .        1,593.35 

Jn  June,  1903,  to  Sanborn  &  Sanborn  for  services  in 
-connection  with  Wisconsin  legislation 550.25 

In  June,  1903,  to  W.  A.  Xowell  for  copies  of  bills, 

etc.,  in  W^isconsin  legislation 30.00 

In  Jane,  19.03,  to  J.  E.  Moore  for  ser\'ices  in  connec- 
tion with  Michigan  legislation. 23,24 

In  November,.  1903,  to  Robert  P.  McDavid  for  ser- 
.  vices  in  connection  with  Alabama  legislation 2()0.00 
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In  January,  1904,  to  the  AVeekly  Underwriter  for  bul- 
letins for  information 200.00 

In  February,  1904,  to  William  J.  Anderson  for  ser- 
vices in  preparing  statistics  in  relation  to  taxation.  .  83. SH 

In  ]March,  1904,  to  William  J.  Anderson  for  live  ser- 
vices.   83.33 

In  April,  1904,  to  Daniel  J.  Evan  for  services  in  con- 
nection with  Ohio  legislation 250.00 

In  May,  1904,  to  «T.  H.  Vercoe  for  services  in  pro- 
curing copies  of  bills  in  the  Ohio  Legislature 50.00 

In  May,  1904,  to  William  J.  Anderson  for  services  in 

preparing  taxation  statistics 83.33 

In  May,  1904,  to  M.  T.  Guernsey  for  services  in  con- 
nection with  bills  taxing  mortgages  in  Ohio  Legisla- 
ture   225.00 

In  Juno,  1904,  to  William  J.  Anderson  for  taxation 

statistics 83.33 

In  June,  1904,  to  M.  T.  Guernsey  for  services  in  con- 
nection with  Ohio  legislation 30.00 

In  August,  1904,  to  William  J.  Anderson  for  like  ser- 

'     vices 83:3;3i 

In  October,  1904,  to  William  J.  Anderson  for  like  ser- 
vices   166. 6G 

In  January,  1905,  to  Weekly  Undervvriter  for  bulle- 
tins and  information 200.00 

In  February,  1905,  to  Chris  Paulus  for  copies  of  bills 

a.ud  journals  of  Wisconsin  legislation 25.00 

In  April,  1905,  to  E.  B.  Stephenson  for  services  in 

connection  with  legislation  in  JSTebraska 200.00 

In  Jiine,  1905,  to  R.  M.  Bashford  for  services  during 

the  session  of  'the  Wisconsin  Legislature 3,500.00 

And  for  disbursements 3.50 

In  addition  to  the  above,  the  company  furnished  an  itemized 
statement  showing  A  considerable  number  of  small  items  paid  dur- 
ing the  past  ten  years  in  various  States  covering  their  special  ser- 
vices and  disbursements  in  connection  with  legislation  in  those 
Stfites;  the  aggregate  of  this  last  item  being  about  $5,600. 

flie  company  have  also  furnished  the  committee  a  complete  list 
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of  all  bonds  held  by  the  company,  prefaced  by  the  following  state- 
ment: ^ 

The  following  is  a  complete  list  of  all  bonds  owned  by  the 
Iforthwestem  Mutual  life  Insurance  Company  at  close  of  business 
on  the  23d  day  of  JSTovember,  1905,  showing  date  of  purchase,  price 
paid,  name  of  vendor  and  present  book  value.  All  municipal  bonds 
are  purchased  subject  to  our  usual  conditions,  a  copy  of  which 
conditions  will  be  found  at  page  2  of  these  lists.  T'hese  conditions 
form  a  part  of  every  contract  made  for  a  purchase  of  county,  city, 
towii,  village  or  school  district  bonds. 

The  market  value  of  bonds  owned  by  the  company  on  the  3;lst 
day  of  December  last,  as  appraised  by  M.  W.  Harris  and  Com- 
pany, bond  dealers  and  bankers  of  New  York  and  Chicago,  was 
$l,Yl2,819.35  in  excess  of  book  value ;  $1,120,000  par  value  of 
those  then  owned  have  been  paid  since  that  date  and  do  not  ap- 
pear in  these  lists. 

Before  purchasing  any  railroad  bonds  a  copy  of  the  mortgage 
'  securing  them  is  obtained  and  is  examined  by  our  counsel  and 
such  other  investigation  is  made  as  to  the  value  of  the  property 
mortgaged  to  secure  them  as  is  reqni  .',te  to  afford  the  informatio'u 
necessary  to  satisfy  our  bond  committee.  Having  determined, 
after  such  examination,  that  a  given  issue  of  bonds  is  a  desirable 
security,  we  purchase,  on  condition  that  the  bonds  be  registered 
as  to  principal  or  as  to  principal  and  interest,  when  they  can  be 
so  registered  and  delivered  to  a  bank  in  New  York  on  a  specifie.l 
date.  Through  our  bank  here  the  funds  to  pay  for  bonds  so  pur- 
chased are  placed  in  the  New  York  bank  to  meet  the  deliverieii. 
The  bonds  are  then  issued  and  shipped  to  our  banks  here.  "When 
the  bonds  reach  Milwaukee  thby  are  delivered  to  the  company  sc 
this  office  and  check  for  the  amount  is  given  to  the  bank  here, 
through  which  the  bonds  are  received,  thus  closing  the  trans- 
action. 

The  lists  are  arranged  in  the  order  in  which  the  several  issues 
appear  in  Schedule  D. 

It  appears  that  the  investment  securities  held  in  November 
1905: 
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Par.  Book  ^alue. 

Government  $100,000.00  $130,5S3.33 

State   516,000.00  538,663.00 

County    3,828,500.00  3,985,163.20 

City 4,095,500.00  4,244,931.15 

Kailroad 68,439,500.00  69,982,326.16 


Totals   $76,979,500.00        $78,8&1,666.84 

Substantially  the  remaining  items  of  investments  are  almost 
entirely  real  estate  mortgages  amounting  to  about  ninety  millions 
of  dollars.  It  appears  from  the  company's  statements  that  they 
do  not  invest  in  stocks  and  do  not  participate  in  syndicates.  The 
statement  furnished  also  shows  from  whom  all  securities  have 
been  purchased ;  these  seem  to  have  been  derived  from  dealers 
scattered  through  various  financial  centers,  the  larger  purchases 
being  made  through  New  York  banking  houses.  They  have  also 
f virnished  itemized  statements  of  bank  balances ;  substantially  all 
these  deposits  appear  to  be  in  Milwaukee  banks,  the  average 
monthly  balances  ranging  during  the  fives, years  last  past  from 
$4,345,304.40,  the  highest,  to  $1,525,302.99,  the  lowest,  at  the 
end  of  any  one  month  in  said  period. 

Commissions. — Annual    and   deferred    dividends: 

Participating,  45  per  cent.,  with  7i  per  cent,  on  any  excess 
over  ten-payment  rate. 

Renewal  comrgisisions,  15  per  cent,  second  year  and  7i  per 
cent  thereafter — ten  years  in  all. 

In  force  December  31,  1904: 

Annual   dividend $484,354,034         67i      per  cent. 

Deferred  dividend 180,413,388         25  2.-  5  per  cent. 

Term   dividend 40,297,554  51      per  cent. 

Non-participating 12,290,346  1  c  i  i.er  rent. 

Mode  of  appropriating  surplus,  contribution  plan. 

Mode  of  computing  deferred  dividends  described  by  company 
as  follows: 

The  same  principles  and  methods  apply  to  the  calculation  of 
defended  dividends  so  far  as  relates  to  the  item  thereof  called  "reg- 
ular surplus,"  or  the  surplus  year  by  year  carried,  to  the  defeiTsd 
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fimd  of  any  policy  corresponding  to  what  polic;?  would  have  re 
ceived  as  a  dividend  for  the  same  years  had  it  been  on  the  annual 
dividend  plan.  Other  elements  of  the  deferred  dividend  under 
any  deferred  policy  consists  of  the  policy's  due  proportion  of  sur- 
plus forfeited  hy  deferred  dividend  policies  wtihin  the  deferred 
dividend  period,  and  are  worked  out  thus:  For  the  ascertainment 
of  a  policy's  due  proportion  of  the  surplus  forfeited  by  lapse  to 
deferred  dividend  the  policies  are  divided  into  classes  according 
to  year  of  issue,  and  year  by  year  the  amount  of  the  surplus  for- 
feited by  lapse  is  ascertained  by  inventory,  and  apportioned  to 
the  surplus  not  forfeited  by  lapse  as  ascertained,  also  by  inventory, 
and  in  the  simple  ratio  of  the  forfeited  surplus  to  that  not  for- 
feited. In  other  words,  the  total  surplus  of  each  class  not  for- 
feited in  any  year  is  to  the  total  surplus  of  such  classes  forfeited 
by  lapse  as  an  individual  surplus  (subject  to  lapse  during  the  year) 
is  to  his  share  of  the  forfeited  surplus. 

For  the.  ascertainment  and  apportionment  of  surplus  forfeited 
by  death,  deferred  dividend  policies  are  divided  into  groups  corre- 
sponding to  the  deferred  dividend  period,  ten,  fifteen  or  twenty 
years,  year  by  year  and  by  inventory  the  total  surplus  of  each 
group  not  forfeited  by  death,  also  the  total  surplus  of  each  group 
forfeited  by  death,  are  ascertained.  The  percentage  of  the  latter 
to  the  lormer  is  then  worked  oiit  for  each  group  separately.  Tha 
basis  of  the  apportionment  of  the  total  surplus  thus  forfeited  to 
the  individual  members  of  the  group  is  the  foregoing  percentage 
modified  because  of  the  risk  of  death  which  varies  with  the  age  of 
the  individual.  The  measure  of  the  risk  of  an  individual  of  the 
group  forfeiting  to  surplus  by  death  is  the  amount  of  his  surplus 
account  multiplied  by  the  probability  of  his  dying  within  the  year. 
Accordingly,  the  surplus  for  each  policy  not  forfeited  because  of' 
death  _is  multiplied  by  the  probability  of  death  for  the  mean  age 
attained.  A  percentage  of  this  product  in  accordance  with  the 
percentage  worked  out  as  just  described  is  then  taken  as  the  in- 
dividual's share  of  tlie  total  surplus  forfeited  by  death  for  the  year. 
This  process  is  carried  forward  and  the  results  accumulated  at 
interest  from  yeai-  to  year  throughout  the  deferred  dividend  pe- 
riod, and  the  forfeited  surplus,  whether  by  lapse  or  death,  is  thus 
apportioned  year  by  year  to  each  policy,  and  at  the,  end  of  the 
deferred  period  for  |ach  policy  the  aggregate  or  final  result  of  this 
apportionment  or  process  is  the  deferred  dividend. 
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HAETFOED  LIFE  INSUEANOE  COMPANY, 
OF  HAETFOED,  CONN. 

This  company  has  furnished  the  following  documentary  infor- 
mation to  the  Committee: 

Bate  book 

Contract  with  general  agent. 
Statement  of  salary. 
Additional  gain  and  loss  exhibit. 
Statement  concerning  surrender  values. 

Annual  and  deferred  policies,  including  modes  of  computing 
statement  of  collateral  loans. 
Legal  retainers. 
Monthly  bank  balances. 
Minutes  of  annual  meeting!?. 
Security  loans. 
Minutes  of  meetings  of  board  of  directors. 

The  company  incorporated  in  May,  1866,  with  a  capital  stock  of 
$500,000.  Since  1899  the  company  has  been  doing  a  legal  reserve 
business  exclusively,  but  they  have  done  very  little  business  in  the 
State  of  New  York,  not  maintaining  any  agency  force  here. 

The  company  writes  to  the  Committee :  "  Our  license  in  your 
State  is  under  the  stipulated  premium  act,  because  of  tbe  fact  that 
we  are  still  carrying  a  volume  of  our  safety  fund  business.  This 
form  of  license  is  so  great  a  handicap  to  seciiring  new  business  that 
we  have  considered  it  unwise  to  attempt  writing  new  business 
under  this  condition." 

The  company  has,  however,  furnished  full  records  of  annual 
meetings  for  the  past  ten  years  and  full  minutes  of  the  meetings 
of  directors  for  the  past  five  years. 

The  directors  of  the  company  are  chosen  by  the  stockholders. 
The  original  name  of  this  company  was  the  Hartford  Life  and 
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Annuity  Insurance  Company,  the  name  being  changed  by  act  of 
the  Legislature  to  the  Hartford  Life  Insurance  Company  in  J89Y 
without  prejudice  to  all  prior  obligations.  By  an  amendment  to 
the  charter  in  1903  this  company  was  authorized  to  insure  persons 
against  loss  of  time  and  expense  resulting. fiwip  diseases. 

The  directors  minutes  show  that  some  discussion  has  been  made 
on  the  subject  of  permitting  policyholders  to  participate  by  way  of 
dividends  in  the  profits  of  the  business,  bilt  apparently  up  to  this 
time  no  dividends  have  been  declared  by  the  company  except  to 
stockholders. ' 

It  appears  that  in  January,  1904,  the  company  entered  into  an 
agreement  with  the  Metropolitan  Li ffe  Insurance  Company  of  New 
York  under  which  the  latter  company  assumed  certain  industrial 
policies  of  the  Hartford. 

From  the  statement  furnished  it  appears  that  no  legal  retainers 
were  paid  by  the  company  prior  to  1899,  but  since  that  time  they 
have  paid  to  Messrs.  Sperry  and  McLean,  of  Hartford,  $500,  and 
to  Messrs.  Buck  and  Eggleston,  of  Hartford,  $500  per  annum. 
The  amounts  paid  for  services  connected  with  matters  pending  in 
the  Connecticut  Legislature  were  as  follows : 


In  1901  to  Lewis  Sperry $700 .  00. 

In  1901  to  Samuel  Fessenden 2,000 .  00 

In  1901  to  A.  T.  Eggleston 200 .  00 

In  1905  to  A.  T.  Eggleston 150 .  00 

In  1905  to  Lewis  Sperry ; 500 .  00 


It  appears  by  a  list  of  investments  furnished  that  in  ^November, 
1905,  the  company  had  in  stock  uowards  of  $Y5,000  ^ar  value, 
chiefly  bank  and  trust  company  stocks,  and  stocks  in  two  fire  in- 
surance companies. 

The  remaining  investments  consist  chiefly  in  government, 
municipal.  State  and  railroad  bonds. 

The  company  has  also  furnished  a  full  list  of  securities  invested 
in  the  safety  fund  divisions  of  the  company's  business.  The  com- 
pany at  present  has  apparently  no  collateral  loans. 
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The  salaries  paid  to  the  company's  officers  are  as  follows: 

President $21,000 

Vice-president 6,000 

Second  vice-president 6,000 

Secretary 6,000 

Assistant  secretary 3,000 

Commissions: 

Deferred  dividend  20  years ....  60  per  cent,  maximum 
Deferred  dividend  15  years.  . .  .55  per  cent,  maximum 
Deferred  dividend  10  years. . .  .50  per  ceiit.  maximujn 
Deferred  dividend  5  years 50  per  cent,  maximmn 

Renewal  commissions: 

Second  year 15     per  cent,  maximum 

Third  year 10     per  cent,  maximum 

Thereafter 7^  per  cent.,  maximum. 

Business  in  force  December  31,  1904: 

Annual  dividend 2|  per  cent. 

Deferred  dividend about  50    per  cent. 

Remainder,  non-participating. 

Mode  of  apportioning  dividends,  contribution  ^lan. 
As  to  deferred  dividends: 

The  annual  dividends  are  assigned  to  the  annual  dividend  pol- 
icies individually  by  number.  The  deferred  dividends  are  appor- 
tioned by  groups  to  each  form  of  pj)licy  annually,  and  the  amount 
of  the  same  is  thereafter  carried  and  reported  as  a  liability. 
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PHOENIX  MUTUAL  LIFE  mSUKAN"CE  COMPAKY,  OF 
HAETFOED,  COXIs^. 

This  company  has  furnished  the  committee  with  the  f ollowiug  - 
documentary  information: 

By-laws. 

Form  of  minutes  of  directors'  meetings. 

Fiorm  of  minutes  of  policyholders'  meetings. 

Stocks  and  bonds. 

Statement  of  collateral  loans. 

Cash  in  office  and  on  deposit  on  three  years'  business. 

Expenses  1904  and  1905. 

Actual  and  expected  losses. 

Surrender  values. 

Annual  and  deferred  dividend  policies. 

Mode  of  calculating  annual  and  deferred  dividends 

Form  of  agency  contract. 

Stateraent  of- expense  for  first  year. 

Legal  retainers. 

This  company  was  incorporated  in  May,  1851:  the  directois 
are  chosen  by  the  policyholders.  The  by-laws  of  the  company 
provide  for  an  Executive  Committee,  a  Finance  Committee,  and  an 
Auditing  Committee,  which  are  required  to  report  monthly  to  the 
Board  of  Directors. 

It  does  not  appea,r  that  this  company  was  a  participant  in  any 
pvndicates.  It  states  that  the  only  legal  retainers  paid  in  the  past 
ten  years  are.  "■ 

In  1893  to  Finch  &  Finch,  of  Indianapolis $300 

In  1893  to  Gross,  Hyde  &  Shipman,  of  Hartford.    100 

In  1896  to  Finch  &  Finch 300 

In  1896  to  Gross,  Hyde  &  Shipman 100 

In  1898  to  Finch  &  Finch   250 

In  1898  to  Gross,  Hyde  &  Shipman 100 
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And  eacH  of  the  following  years  to  and  including  1904,  $100  to 
Gross,  Hyde  &  Sliipman. 

The  item  of  legal  expenses,  however,  of  the  company  for  the 
year  1904  is  stated  in  the  annual  report  of  the  company  as  $3,- 
496.83.  It  is,  therefore,  assmned  that  the  above-mentioned  re- 
tainers were  the  sums  distinctively  paid  for  legislative  seiyices. 
ISTo  other  items  on  the  subject  have  been  furnished. 

Full  and  complete  statements  have  been  furnished  of  all  items 
of  bonds  and  stociv  owned  by  the  company  ^November  25,  1905, 
showing  from  whom  purchases  were  made  and  prices  paid.  From 
this  it  appears  that  the  security  investments  other  than  mortgages 
were : 

Bonds $4,549,057.96 

Stocks 341,081.00 

Total  (book  value)   $4,890,138.95 

There  are  held  by  this  company  a  considerable  amount  in  State, 
County,  Municipal  and  Eailroad  bonds,  but  the  proportion  of  rail- 
road bonds  is  the  largest.  Stocks  are  held  in  nine  banks  and 
it  appears  that  a  considerable  amount  of  the  stock  held  has  been 
received  in  exchange  for  bonds  formerly  held,  and  received  in 
connection  with  reorganizations.  The  company  has  made  very 
few  collateral  loans,  and  in  November  25,  1905,  there  were  no 
outstanding  collateral  loans. 

COMMISSIONS: 

Participating 55  per  cent,  maximum 

Non-participating 25  per  cent,  maximum 

Formerly  5  per  cent,  extra  allowed  on  deferred  dividend  plans, 
making  55  per  cent,  maximum  in  all;  now  extended  to  all  partici- 
pating policies. 

Mode  of  appropriating  dividends,  excess  interest  as  percentage 
on  reserve  and  remainder  as  percentage  on  loading.  As  to  de- 
ferred dividends,  company  says :  "  The  deferred  dividends  are 
figured  exactly  like  the  annual  dividends,  are  accumulated  at  the 
rate  of  interest  adopted  for  the  distribution  of  surplus  and  have 
had  10  per  cent,  of  this  amount  added  to  them  at  the  time  they 
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are  apportioned.  The  amount  of  these  deferred  dividends  tlio 
company  has  kept  in  a  special  policy  resei-ve  annually,  and  does 
not  appear  in  the  so-called  '  svirplus '  of  the  company." 

OF  BUSINESS  m  FORCE  DEC.  31,  1904: 

Deferred  dividend 13|  per  cent. 

Annual  dividend 11     per  cent. 
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MICHIGAN  MUTUAL  LIFE  INSUKANOE  COMPANY,  OF 
DETEOIT,  MICH. 

The  company  has  furnished  the  committee  with  the  following 
documentary  information: 

Charter  and  by-laws. 

Abstract  of  annual  meetings  of  directors  for  .10  years  and  other 
meetings  for  5  years. 

Abstracts  of  minutes  of  Finance  Committee. 

List  of  real  estate  mortgages. 

List  of  collateral  loans. 

Monthly  bank  balances. 

Contracts  with  agents. 

List  of  legal  expenses. 

This  company  was  incorporated  186Y,  having  at  present  a  cash 
capital  of  $250,000. 

The  company's  charter  was  radically  amended  in  1870.  The 
directors  are  chosen  by  the  shareholders,  each  shareholder  having 
one  vote  for  each  share  of  stock-  Each  policyholder  is  allowed 
a  vote  who  holds  a  policy  for  not  less  than  $5,000,  but  no  power 
is  given  to  vote  by  proxy. 

The  minutes  of  the  annual  meetings  fail  to  disclose  the  number 
of  votes  cast  at  any  annual  meeting.  From  the  minutes  it  ap- 
pears that  very  meagre  entries  are  made  of  the  financial  trans- 
actions of  the  company,  either  of  the  Board  of  Directors  or  the 
Finance  Committee  —  very  little  detailed  information  being  there 
apparent  as  to  the  actual  transactions.  The  entries  in  the  minutes 
generally  refer  to  the  matters  which  appear  in  the  books  or 
outside  documents,  the  descriptions  of  loans  not  being  otherwise 
entered.  The  company  has,  however,  furnished  a  list  of  collateral 
loans.  From  the  statements  furnished  it  appears  that  the  in- 
vestments of  the  company  other  than  mortgage  loans  in  real  estate 
—  loans  to  policyholders  on  premiums,  as  shown  in  the  annual 
report,  are  comparatively  trifling  in  amount. 
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A  detailed  list  has  been  furnished  of  all  the  mortgages,  chiefl;v 
i^arm  mortgages,  to  December  31,  1904.  The  company  reports 
outstanding  loans  and  collateral  fit  the  present  time  $15,500. 
They  also  report  an  investment  in  bonds  of  the  Detroit,  Ypsilanti 
and  Ann  Arbor  Eailway  Company  of  $25,000. 

Policies  in  force  Dec.  31,  1904. 

Annual   dividend    14  per  cent. 

Deferred  dividend    29  per  cent- 

l^on-participating 67  per  cent. 

Mode  of  distributing  surplus,  gains  from  interest  as  a  per- 
centage on  reserves,  other  gains  as  perceritage  on  loading.  As 
to  deferred  dividend  policies,  at  maturity  of  the  dividend  period 
dividend  calculations  are  made  upon  each  policy  in  the  class  cover- 
ing the  period  for  which  the  policy  has  been  in  force.  Tlio 
amount  to  which  the  discontinued  policy  would  have  been  entitled 
under  this  method  is  then  distributed  among  those  in  force  at  the 
end  of  the  period. 

Commissions : 

Deferred  dividend,  20  years ....  75  per  cent,  maximum 
Deferred  dividend,  15  years.  .  .  .70  per  cent,  maximum 

Deferred  dividend,  10  year 55  per  cent,  maximum 

Annual  dividend 65  per  cent,  maximum 

Non-participating '.  .65  per  cent  maximum 

Kenewal  commissions,  7^  per  cent. 
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MUTUAL  BENEFIT  LIFE  INSUKANCE  COMPANY,  OF 
NEWARK,  N.  J. 

Mr.  Edward  E.  Rhodes,  mathematician  of  this  company,  was 
orally  examined  at  the  session  of  the  committee,  held  September 
6,  1905,  and  fully  testified  as  to  the  organization  of  the  corjiora- 
tion,  the  method  of  electing  directors,  and  as  to  other  incidental 
matters.  The  company  have  furnished  in  addition  the  following 
documentary  information : 

Rate  book. 

Copy  of  charter  and  by-laws. 

List  of  attorneys'  fees  and  amounts  of  payments  since  1895. 

Statement  of  cash  balance  by  months  in  various  banks. 

Statement  of  collateral  loans. 

Statement  of  bonds  owned. 

The  company  state  that  during  the  period  from  January  1st, 
1895,  to  date,  no  contributions  have  been  made  to  political  cam- 
paign funds.     They  further  state  that  during  the  same  period  the 
'  pa^onents  made  in  connection  with  legislation  are  as  follows: 

In  April,  1895,  to  James  Munsell,  Jr.,  as  the  company's 
proportion  of  the  expenses  incurred  in  opposition  to 
legislation  proposed  in  California !i;56.35 

In  December,  189Y,  to  Clarence  V.  Angier,  State  agent, 
subscription  toward  defeating  the  passage  of  certain 
bills  in  the  Georgia  Legislature. 100.00 

In  February,  1898,  to  Clarence  V.  Angier,  for  like  pur- 
pose        30.00 

In  March,  1902,  to  K.  W.  Smith  &  Co.,  State  agents,  for 
pro  rata  share  of  expcuses  in  appearing  before  the  Ken- 
tucky Legislature •  •      31.58 

In  March,  1903,  to  James  R.  Waddill,  foi-  services  and 
oxpenseB  as  counsel  in  connection  ^vith  Missouri  legisla- 
tiora , -tOO.OO 
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In  May,  1903,  to  G.  A.  N'ewkirk,  State  agent,  for  ex- 
penses in  connection  with  the  tax  bill  in  the  legislature 
of  Colorado 100.00 


The  total  of  all  alleged  payments  in  connection  with  legis- 
lation for  ten  years  last  past,  being  stated  to  be $707.93 

The  company  have  furnished  full  itemized  statements  showing 
its  investments.  These  are  very  largely  in  mortgages.  The  state- 
ment shows  the  total  par  value  invested  chiefly  in  Municipal, 
County,  Eailroad  and  miscellaneous  corporate -bonds  as  $26,377,- 
051.33.  The  president  of  the  company  states  that  it  has  not  been  a 
participant  in  any  syndicate  agreements,  except  that  in  connection 
with  the  purchase  of  50,000  International  &  Great  Northern  Rail- 
road Company  first  mortgage  6  per  cent,  l^onds,  purchased  in 
February,  1902,  the  company,  in  consideration  of  the  purchase 
by  special  agreement  received  $382.74  as  a  share  in  the  profits 
made  by  the  syndicate  managers ;  also  in  connection  with  the  pur- 
chase of  373,000  Pennsylvania  Company  3i  per  cent,  gold  trust 
bonds,  purchased  November  1,  1901,  from  Kuhn,  Loeb  &  Com- 
pany, the  company  agreed  to  take  an  additional  75,000  if  called 
upon  to  do  so,  in  consideration  of  which  piarchase  and  contingent 
agreement  of  purchase  Kuhn,  Loeb  &  Co.  agreed  to  allow  the  com- 
pany an  interest  in  the  profits,  which  were,  in  fact,  realized  in 
the  sum  of  $1,474.39.  Also  in  connection  with  the  purchase  of 
250,000  Atchison,  Topeka  &  Santa  Fe  Railroad  Company  first 
mortgage  4  per  cent,  bonds,  purchased  April  24,  1903,  from 
Strong,  Sturgis  &  Company,  the  latter  firm  agreed  to  allow  the 
company  an  interest  in  the  profit"  they  should  make  in  the  sale 
of  100,000-  of  the  bonds  of  said  issue,  which  profit  was  realized 
and  paid,  amounting  to  $1,73-2.05. 

fn  November,  1905,  the  company  had  in  collateral  loans  out- 
standing $2,406,850,  the  interest  at  the  date  reported  ranging 
from  4  to  6  per  cent. 

It  appears  from  the  statement  furnished  that  this  company 
does  not  invest  in  stocks.  The  company  have  adopted  the  policy 
t>f  carrying  bank  balances  throughout  the  country,  there  being 
deposit  accounts  kept  in  upward  of  forty  banks,  the  largest  bal- 
ance being  in  the  National  State  Bank  and  the  National  Newark 
Banking  Company,  both  of  Newark,  N.  J. 
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COMMISSIONS. 

Participating  40  per  cent,  (on  premium  not  exceeding  15  pay- 
ment premium  same  age)  and  4  per  cent,  on  excess,  if  any. 
Non-participating,  25  per  cent. 

RENEWAL  COMMISSIONS. 

Participating  10  per  cent,  (on  premium  not  exceeding  15  pay- 
ments) and  4  per  cent,  on  excess,  for  nine  years;  thereafter  4  p(;r 
cent. 

Non-participating,  4  per  cent. 

An  alternative  method  of  compensation  is  as  follows: 

To  enable  our  agents  to  accept  brokerage  business  the  com- 
pany, if  requested  in  any  case,  is  willing  to  slightly  increase  the 
commission  on  the  iirst  year's  premiums,  but  if  this  is  donetlb! 
I'enewal  commission  is  decreased  so  that  such  business  costs  tlio 
company  no  more  on  the  average  than  if  the  regular  commission 
'A-as  allowed.  In  such  cases  the  commission  on  the  first  year's 
premiums  are  graded  from.  50  per  cent,  to  12.5  per  cent.,  and  the 
renewal  commissions  are  graded  from  7  per  cent,  to  4.6  per  cent. 
No  general  agent  receives  in  any  way  more  than  the  commission 
provided  for  in  the  enclosed  agreement,  except  that  when  agen- 
cies are  established  and  the  income  is  insufficient  to  support  the 
agent  and  enable  him" to  properly  develop  his  territory  the  com- 
pany makes  a  special  allowance  for  that  purpose  until  the  agency 
is  on  a  self-supporting  basis.  Such  allowances  last  year  averaged 
about  $1,700.00  each,  and  are  terminated  whenever  the  company 
deems  such  action  proper. 

No  deferred  dividend  policies. 

Mode  of  computing  dividends,  contribution  plan. 
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TKAVELERS'  INSURANCE  COMPANY,  OF  HARTFORD, 

CONN. 

The  company  have  furnished  the  committee  with  the  following 
documentary  information : 

Addition  to  the  gain  and  loss  exhibit. 

Statement  of  first  year's  expenses. 

Statement  as  to  certain  values  and  paid-up  policies. 

Mode  of  calculating  annual  and  deferred  dividends. 

Statement  of  expense  for  first  year  of  insurance. 

Contracts  with  agents  and  managers. 

ilonthly  bank  deposits. 

Charter. 

Ey-laws. 

Collateral  loans. 

Securities  loaned. 

Two  rate  books. 

This  company  was  incorporated- in  Connecticut  in  1863,  and  be- 
gan business  in  1866.  The  company  has  a  life  insurance  depart- 
ment, but  a  large  proportion  of  its  activity  is  devoted  to  accident 
insurance.  ^ 

It  appears  from  the  company's  statement  that  its  total  book 
value  of  its  stock  and  bond  investments  October  31,  1905,  were: 

Par  value $20,927,360.48 

Book  value 21,798,282.04 

These  consist  very  largely  of  Municipal,  Railroad  and  Street 
Railway  and  other  corporate  bonds.  The  stock  investments  are 
in  stocks  of  eleven  railroads,  thirteen  banks  and  in  the  Hartford 
Gas  Security  Company's  preferred  stock. 

On  November  23,  1905,  the  company  had  outstanding  loans 
on  collateral  amounting  to  $860,629.34. 
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It  reports  no  participation  in  any  syndicates.  Of  insitfance 
in  force  December  31,  1904: 

Non-participating $139,445,370 

Annual  dividend  and  deferred  dividend. .       5,632,142 

of  which 

Annual  dividend 2,117  policies 

Deferred  dividend 974  policies 

Mode  of  apportioning  surplus,  annual  dividends,  contribution 
plan.  As  to  deferred  dividends,  the  company  writes:  "The  ex- 
perience under  these  contracts  is  so  recent  (began  issuing  them  in 
1904)  that  the  company  has  made  no  actual  calculation  as  regards 
dividends." 

COMMISSIONS  TO  MANAOERS. 


Participating 50  per  cent,  maximum 

Non-participating 40         "  " 

With  salary,  bonuses,  allowances  for  expenses. 

COMMISSIONS   TO   AGENTS. 

Participating 50  per  cent,  maximum 

Non-participating 40         "  " 

With  renewals  (depending  upon  amount  of  new  premiums  for  the 
year)  of  10  per  cent,  for  three  years  and  5  per  cent,  for  eleven 
years  on  participating  policies  and  5  per  cent,  for  nine  years  on 
non-participating. 
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COLONIAL  LIF«  INSURANCE   COMPANY   OF  AMER- 
ICA, OF  JERSEY  CITY,  N.  J. 

This  company  has  furnished  the  committee  with  the  following 
dooumentary  inforiiiation : 
List  of  securities  owned. 
By-Laws. 

Minutes  of  annual  meetings. 
Minutes  of  Board  of  Directors. 
Minutes  of  Executive  Committee. 
Statement  of  loading  and  mortality. 
Schedules  of  commissions. 
Rate  book. 

Industrial  statement. 
Monthly  bank  balances. 

This  company  was  incorporated  in  1897  and  began  business 
in  1898.  It  is  a  stock  company  with  a  capital  stock  of  $250,000, 
having  been  from  time  to  time  increased  to  that  amount  to  meet 
the  requirements  of  the  statute  for  providing  reserve.  Action  was 
initiated  in  July,  1904,  looking  to  a  further  increase  to  the  amount 
of  $400,000. 

The  directors  are  chosen  by  the  stockholders. 

It  appears  from  the  company's  statements  that  they  have  en- 
tered into  no  syndicates  and  that  no  officers  of  the  company  have 
had  individual  relations  to  any  nnderwritings  or  acquisition  of 
any  of  the  corporate  securities.  That  it  makes  no  collateral  loans 
except  to  policyholders.  That  it  has  engaged  to  soirie  extent  in 
an  industrial  business,  promising  dividends  in  industrial  policies 
after  the  expiration  of  five  years. 

The  total  disbursements  for  legal  expenses  since  its  organiza- 
.tion  have  been  $10,301.'74  of  which  $7,660,24  have  been  paid  to 
the  company's  counsel.  That  the  company  has  made  no  contribu- 
tions to  political  campaigns  and  has  made  no  payments  in  connec- 
tion with  any  legislation. 

The  company  does  not  invest  in  stocks;  holds  munisipal,  County, 
railroad  and  other  corporate  bonds,  but  held  on  November  23, 1905, 
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municipal  County,  railroad  and  other  corporate  bonds  amounting 
to  $395,000. 

Xte  company  deposits  its  funds  in  some  twenty-nine  different 
banks  and  trust  companies,  including  Philadelphia  and  New  York. 

Of  ordinary  insurance  in  force  Dec.  31,  1904: 

Deferred  dividend  86|  per  cent. 

Non-participating 13^  per  cent. 

COMMISSIONS— OHDINAEY. 

Deferred  dividend  .  .  ..40         per  cent,  maximum 
Non-participating  ....  33  1-3  per  cent,  maximum 

EENEWAL  COMMISSIONS. 

Second  year 20  per  cent  maximum 

Third,  fourth  and  5th  year. .  10  per  cent  maximum 

Concerning  mode  of  computing  dividends,  the  company  writes : 
The  necessity  for  calculating  deferred  dividends  on  our  policies 
has  not  yet  arisen. 
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CONNECTICUT    GENEEA3L    LIFE    USTSURANCE    COM- 
PANY. 

N. 

The  company  have  furnished  the  committee  with  ■  the  follow- 
ing documentary  information. 

Rate  book. 
'    By-laws. 

Charter. 

Minutes  of  stockholders'  meetings. 

Minutes  of  directors'  meetings. 

Minutes  of  the  Finance  Committee. 

Schedule  of  bonds  owned. 

Securities  owned,  purchased  and  sold. 

Collateral  loans. 

Monthly  bank  balances. 

Legal  expenses. 

Renewal  expenses. 

Addition  to  gain  and  loss  exhibit. 

Statement  as  to  commissions. 

Agents'  contract. 

Mode  of  calculating  annual  and  deferred  dividends. 

Proportion  annual  and  deferred  dividends. 

Statement  as  to  surrender  values. 

This  company  was  incorporated  in  1865  and  began  business 
that  year.  It  has  a  cash  capital  of  $150,000.  Under  its  charter 
tlie  company  issues  both  participating  and  non-participating  con- 
tracts of  insurance,  the  directors  being  chosen  by  the  stockholders 
of  the  company. 

The  president  makes  affidavit  that  during  the  ten  years  last 
past  the  company  has  made  no  contribution  to  any  political  cam- 
paign fund  and  that  it  in  the  same  period  has  i  made  no  payments 
in  conmection  with  legislation  except  during  the  last  session  of 
the  Connecticut  Legislature,  the  company,  in  connection  with  other 
companies  in  Hartford  -was  represented  by  counsel  at  a  hearing 
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fif  a  committee  of  the  Legislature  in  the  matter  of  a  bill  to  reduce 
the  tax  on  mutual  assets.  The  amount  paid  for  this  service  is 
not  disclosed. 

The  minutes  of  the  Board  of  Directors  for  the  last  five  years 
show  that  the  practice  was  for  the  board  to  specifically  enter 
upon  the  minutes  the  approval  of  items  of  investment,  the  action 
nf  the  Finance  Committee  being  reported  for  such  approval  to  - 
the  board,  all  investments  described  being  fully  entered  upon  the 
directors'  minutes. 

It  appears  also  that  the  other  business  transactions  of  the 
coir.pany  were  reported  in  detail  for  action  by  the  board  and  the 
action  was  fully  entered  upon  the  records.  It  appears  that  the 
Finance  Committee  kept  full  minutes,  entering  in  detail  all  items 
of  investment  including  mortgages. 

The  salaries  of  the  ofiicers  of  the  company  as  fixed  on  May  2, 
1905,  were  as  follows: 

E.  W.  Huntington,  Jr.,  president $5,000 

P.  'S.  Woodward,  vice-president 2,000 

C.  E.   Buckley,   secretary  and  actuary 3,000  ' 

E.  B.  Peck,   assistant  secretary 2,700 

F.  E.  Griswold,  superintendent  of  agencies ; .  3,200 

D.  Van  Schaack,  assist,  sup'tendent  of  agencies 2,500 

W..  ]^.  Knight,  medical  adviser 1,000 

The  company  furnished  in  minute  detail  all  items  of  legal  ex- 
penses for  the  ten  years  last  past. 

It  further  appears  by  affidavit  of  the  president,  that  neitlier 
company  nor  any  of  its  officers  have  participated  in  any  syndi- 
cate agi'eements  or  otherwise  underwritten  securities.  That  all 
investments  have  been  out  and  out  purchases  with  no  conditions 
attached  relative  to  holding  or  sale. 

It  is  further  stated  that  in  the  matter  of  investments  in  many 
instances,  authorizations  to  make  investments  appearing  on  the 
minutes  of  the  Finance  Committee,  have  not  been  acted  upon, 
the  policy  of  the  company  being  to,  in  many  instances,  obtain  the 
authorization  in  order  that  the  executive  officers  might  be  free 
to  make  the  investment  if  the  conditions  of  the  market  war- 
ranted such  action. 

Investments  of  the  company  other  than  mortgages  in  Novem- 
ber 25,  1905,  consisted  of  municipal,  County,  railroad  and  mis- 
cellaneous bonds  and  stocks. 
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Par  value $1,679,500.00 

Cost    1,796,713.97 

Stocks  held 281,360.30 

Costs,  par  value '      216,000.00 

Stocks  are  held  in  eleven  banks  or  trust  companies. 

The  company  deposits  in  six  different  banks,  the  largest  de- 
posits being  in  the  First  National  Bank  of  Hartford,  in  which 
it  is  a  stockholder. 

At  the  date  above  mentioned,  there  were  no  collateral  loans 
outstanding.  , 

Of  business  in  force  Deciember  31,  1904: 

Annual  dividend 32    2-5  per  cent. 

Deferred  dividend    1^  per  cent, 

Non-participating   66  1-10  per  cent. 

Mode  of  apportioning  dividends,  excess  interest  as  percent- 
age of  reserve  and  remainder  as  percentage  of  loading.  For 
explanation  of  mode  of  computing  deferred  dividends,  the  com- 
pany writes: 

Since  1887  this  company  has  issued  no  policies  on  the  deferred 
dividend  plan.  From  the  early  seventies  up  to  that  date  we  is- 
sued two  classes  of  policies  called  the  savings  endowment  A  and 
B  classes,  which  were  ordinary  life  policies  with  a  full  Tontine 
period.  The  tontine  period  for  Class  A  was  ,20  years,  and  for 
Class  B  ten  years.  These  two  classes  were  kept  separately,  as 
far  as  expenses  and  mortality  go,  from  the  rest  of  the  business 
of  the  company,  and  the  division  was  made  at  the  end  of  the 
period  on  the  basis  of  the  reserves;  that  is  to  say,  the  total  of  the 
reserves  on  Class  A  was  compared  with  the  fund  on  the  same 
classes  and  on  those  policies  reaching  their  twentieth  year,  the 
division  of  the  surplus  to  each  policy  was  in  accordance  with 
the  ratio  which  the  reserves  on  all  policies  held  to  the  total  fund 
in  the  class,  after  reserving  a  certain  proportion  of  the  so-called 
surplus  as  a  provision  against  unfavorable  mortality  or  interest 
in  the  future  years.  It  has  been  customary  to  distribute  from  80 
to  90  per  cent,  of  the  actual  computed  proportion  which  would 
come  to  each  policy  provided  the  class  was  suddenly  to  terminate 
and  the  assets  of  the  class  to  be  immediately  liquidated. 
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Commissions:  Participating,  50  per  cent.,  plus  20  per  cent., 
equals  70  per  cent,  maximum.  i 

]?on-participating,  40  per  cent.,  plus  20  per  cent,  equals  60  per 
cent. 

Renewal  commissions:  Participating,  7^  per  cent. 

Ifon-participating,  5  per  cent. 

Probable  from  one  to  ten  years,  according  to  amount  of  new 
premiums  for  the  year;  Thereafter  collection  fee  of  5  per  cent, 
arid  ^  per  cent,  respectively. 

The  company  writes  further  concerning  compensation: 

Our  regular ,  commissions  to  agents  are  given  under  the  speci- 
men agent's  contract,  together  with  an  extra  of  the  20  per  cent, 
of  the  first  premiums  to  cover  all  expenses  in  connection  with 
the  business  of  the  agency  for  the  first  year's  premiums. 

"We  have  outstanding  three  or  four  contracts  where  the  expenses 
exceeded  the  20  per  cent,  on  first  premiums  paid.  These  are,  howr 
ever,  with  one  exception,  new  agencies  and  understood  to  be  tem- 
porarily arrangements  made  for  the  purpose  of  starting  the  com- 
pany n  a  location  where  it  is  not  well  known. 

"We  have  also  some  contracts  where  a  cash  allowance  is  made 
but  in  no-  case  are  these  allowances  premitted  to  permanently 
exceed  20  per  cent,  of  first  premium  collections.  There  is  also 
one  salary  contract  outstanding. 
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NORTH  AMERICAN  LIFE  INSURANCE  COMPANY. 

This  company  has  furnished  the  following  documents  to  the 
Committee: 

Act  of  incoi-poration  and  amendments,  together  with  l^y-laws. 

Minutes  of  board  of  directors  and  of  annua-1  meetings  for  ten 
years. 

Minutes  of  executive  committee  for  eight  years. 

Agenda  for  ten  years  past. 

List  of  bonds  and  debentures,  with  names  of  vendors  and  market 
value.  , 

Stock  owned  by  the  company,  with  names  of  vendors. 

Real  estate  owned  by  the  company. 

Cost  and  source  of  title.- 

List  of  collateral  loans  for  ten  yeai-s,  with  names  of  borrowers. 

Monthly  bank  balances  for  five  years  past. 

Statement  of  legal  exijenses  for  past  ten  years. 

Also  a  large  number  of  tabular  statements  furnished  by  the 
company's  actuary. 

Numerous  memoranda  relating  to  tlie  genci-al  cost  of  the  com- 
pany's business  and  relating  to  various  other  companies  in  the  se- 
curities of  which  investments  have  been  made. 

This  company  was  chartered  by  a  special  act  of  the  Canadian 
Parliament  in  18Y9,  which  act  was  amended  in  1882  and  in  189-7. 
Under  the  provisions  of  the  charter  and  certain  general  provisions 
of  Canada  law,  the  company  started  by  i  gdaranteed  stock  ca|)ital, 
the  law  providing  that  this  capital  may  ultimately  be  redeemed 
out  of  the  company's  surplus  after  the  surplus  is  sufficient,  the 
charter  providing  that  each  subscriber  to  the  guarantee  fund  shall 
be  entitled  in  person  or  by  proxy  to  one  vote  for  $100  of  sub- 
scription and  every  holder  of  a  policy  upon  the  mutual  principle 
shall  have  one  vote  for  each  $5,000  of  insurance  held  by  him.  No 
proxy  can  rate  unless  the  proxy  is  himself  a  member  qualified  to 
vote. 

The  minutes  of  the  annual  meeting.s  do  not  show  the  number  of 
voters  attending  or  number  voting.     There  appear  to  have  been 
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no  contests;  it  appears,  bowevcr,  by  some  entries  that  there  were 
as  many  as  9,415  votes  cast  for  directors  in  some  instances. 

Minutes  of  the  board  of  directors  record  in  great  detail  the 
transactions  of  the  board,  the  financial  statements  of  the  com- 
pany's condition,  the  actuary's  report  and  other  reports  being" 
spread  in  full  \ipon  the  directors'  minutes. 

The  directors  from  time  to  time  determine  the  method  of  dis- 
tributing of  surplus  by  by-laws,  the  by-laws  being  changed  to  con- 
form to  new  situations.  The  action  of  the  directors  in  the  matter 
of  passing  by-laws  and  amending  the  same,  appears  to  have  been 
submitted  at  the  annual  meetiiigs  of  the  corporation. 

The  minutes  of  the  executive  committee  of  this  company  also 
show  the  practice  to  be  to  enter  upon  their  records  in  very  great 
detail  all  transactions.  In  passing,  for  example,  upon  death 
claims,  the  full  particulars  are  recorded,  including  the  cause  of 
death.     All  financial  transactions  are  recorded  in  great  detail. 

It  appears  by  statements  furnished  by  this  company  that  no  con- 
tributions have  ever  been  made  to  any  political  campaign  fund 
and  that  neither  the  company  nor  any  of  the  officers  on  its  behalf 
have  ever  entered  into  any  underwriting  syndicates. 

The  eompay  deposits  in  seven  or  eight  banks,  mostly  in  Can- 
ada. The  company  has  large  holdings  in  bank  stocks,  also  consid- 
erable holdings  in  gas  companies  and  electric  lighting  companies. 
It  also  loans  considerable  amounts  on  collateral.  Its  holdings  arc 
exceptionally  large  in  the  Consumers'  Gas  Company,  of  Toronto; 
it  is 'also  a  large  holder  in  the  Canada  Permanent  ]\Iortgage  Cor- 
poration. It  is,  however,  stated  that  the  company,  although  large 
holders  of  bank  stocks,  control  no  subsidiary  banks  or  trust  com- 
panies. 

Their  holdings  on  December  1,  1905,  in  municipal  and  otlier 
(^oj'porate  bonds  were: 

Par  value $2,489,393.08 

Market  value 2,541,903.22 

Book  value 2,465,831.00 

The  company  reports  a  method  of  aiiditing  their  securities 
whereby  it  appears  that  tlio  auditors  verify  the  company's  record 
of  mortgages,  stocks  and  collateral  loans  by  procuring  from  mort- 
gagees, vendors,  etc.,  corroborative  statements. 
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The  company  reports  insurance  in  force  December  31,  1904,  as 
follows: 

General  policies  (deferred  dividend)  . . .    21,874  $30,682,853.00 
G-eneral  policies  (iive-year  dividend) ....        485  969,850.00 

General  policies  (non-participating)/.  .  . .       1,363       1,957,452.00 

Commercial  poKcies  (old  plan) 1,800       2,001,500.00 

Industrial  policies 64  8,215.00 

Bonus  additions 10,318.00 


24,784  $35,630,188.00 

The  following  explanation  as  to  mode  of  computing  dividends 
is  furnished  by  the  company: 

"  In  the  matter  of  deferred  dividends,  the  practice  has  been  to 
make  no  apportionment  until  the  completion  of  the  investment 
period,  the  method  adopted  being  to  distribute  in  proportion  to 
the  premiimis  paid  during  such  period.  The  factor  which  fixes  thy 
proportion  for  each  division  is  determined  annually  by  Mr.  W.  T. 
Standen,  the  consulting  actuary  of  the  company,  who  has  com- 
plete access  to  all  records  kept. 

"  This  plan  was  used  prior  to  the  death  of  Mr.  William  McGabc, 
r.  L.  A. ;  the  late  managing  directors  and  actuary  of  the  company, 
and  the  consulting  actuary  who  then  worked  in  conjunction  with 
him,  has  since  followed  the  same  method. 

As  a  means  of  ascertaining  the  Aveight,  or  influence  properly 
attaching  to  the  various  surplus  earnings  factors,  it  is  the  custom 
to  construct,  at  typical  ages,  tables  which  are  based,  as  nearly  as  is 
possible  to  do  so,  on  the  actual  experience  of  the  company.  The 
results  so  determined,  while  not  exactly  agreeing  with  the  amounts 
whioh  have  been  paid,  within  particular  limits,  justify  the  Use 
of  a  fixed  percentage  for  all  ages. 

The  company  has  not  issued  policies  with  annual  dividends, 
and  almost  the  entire  deferred  dividend  business  was  issued  with 
the  15  and  20-year  periods." 
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JOHN"  HANCOCK  MUTUAL  LIFE  mSURANCE  COM- 
PANY, OF  BOSTON,  MASS. 

This  company  has  furnished  the  following  documentary  infor- 
mation: 

Copy  of  by-laws. 

Copies  of  the  minutes  of  the  annual  meetings. 

Copies  of  the  minutes  of  the  meetings  of  the  directors.. 

Copies  of  the  minutes  of  the  finance  committee  and  copy  of  syn- 
dicate agreement. 

Copies  of  minutes  of  the  agency  committee  (which  corresponds 
to  the  executive  committee  of  other  companies).  These  are  all 
which  covild  be  transcribed  in  the  time  afforded,. the  minutes  be- 
ing contained  in  one  book,  making  dictation  necessary  and  speed 
almost  impossible. 

Copies  of  reports  of  auditing  committee  of  directors  as  concern- 
ing negotiable  securities. 

Copies  of  reports  of  salary  committees. 

Printed  pamphlets  containing  reproduction  of  reports  of  direc- 
tors to  policyholders  and  of  examining  committees  of  policy- 
holders. 

Lists  of  securities  owned  by  the  company  on  November  17, 
1905,  and  records  of  collateral  loans  as  requested  and  records  of 
monthly  balances  of  each. 

The  information  asked  for  in  paragraphs  second  and  third  of 
the  Chairman's  letter,  except  as  to  division  of  expenses  on  first 
year's  business,  which  will  be  rendered  later.  Please  note  clause 
"c"  of  third  paragraph,  asking  for  "Specimen  paid-up  policies,  in- 
dustrial plan."  We  are  unable  to  send  any  such,  as  we  have  Iiad 
no  use  for  such  a  form  and  have  not  had  one  made  as  yet. 

Book  giving  premium  rates  and  instructions  for  use  in  ordinary 
branch.     Same  for  industrial. 

Specimen  policy  of  each  kind  of  insurance  issued. 

Specimen  circulars  showing  compensation  in  certain  particulars 
to  industrial  (or  weekly  premium)  agency  forces.  There  is  no 
form  of  contract  in  use  for  tlais  purpose,  except  so  far  as  the  cir- 


4862  Legislative  Insurance  Investigation. 

culars  themselves  may  be  so  considered.  As  to  the  commission 
for  collection  of  premiums  in  that  branch,  the  rate  is  20  per  cent, 
on  the  common  form  of  policy  and  15  per  cent,  on  the  special 
adult  form. 

Specimen  premium  receipt  books  used  in  weekly  premium 
branch. 

Lish  of  payments  in  connection  with  legislation.  There  have 
been  no  contributions  made,  directly  or  indirectly,  to  campaign 
funds  of  any  political  party. 

Syndicate  participations. 

Loans  on  collateral. 

Monthly  cash  balances. 

Bonds  owned. 

This  company  was  incorporated  in  1862.  The  business  of  the 
company  is  very  largely  industrial. 

The  directors  are  chosen  by  vote  of  the  policyholders.  The 
minutes  of  the  annual  meetings  of  the  company  since  1896  show 
that  in  that  year  eighteen  members  of  the  company  voted  for  di- 
rectors. 

In  1897,  twenty  voted. 

In  1898,  one  hundred  and  thirteen  voted,  but  at  this  annual 
meeting  the  by-laws  of  the  company  were  amended,  devolving 
upon  the  directors  a  control  and  management  of  the  company  and 
distribution  of  surplus  funds,  together  with  other  amendments. 

At  the  annual  meeting  of  1899,  forty  votes  were  cast. 

At  the  annual  meeting  of  1900,  fifty-seven  votes  were  cast. 

At  the  annual  meeting  of  1901,  thirty-two  votes  were  cast. 

At  the  annual  meeting  of  1902,  thirty-eiglit  votes  were  cast. 

At  the  annual  meeting  of  1903,  thirty-four  votes  were  cast. 

And  at  a  special  meeting  had  in  August,  1903,  held  for  amend- 
ing the  by-laws,  thirty-eight  policyholders  attended.  At  this 
meeting  the  by-laws  were  radically  amended  in  several  particulars. 
Af  the  annual  meeting  in  1904,  there  were  present  and  voting, 
thirty-eight  members  of  the  compiuiy.  At  the  annual  meeting  of 
1905,  there  were  present  nml  voting,  sixty -five  members  of  the 
company.  There  appears  to  have  been  no  contests  at  any  of  the 
annual  meetings,  all  elections  and  all  proposed  amendments  to  the 
by-laws  having  been  unanimous. 

The  directors  of  the  company  meet  monthly.  The .  minutes 
show  that  the  records  of  the  agency  and  finance  cornmittec  were 
read  at  the  monthly  meetings  of  the  directors  and  accepted. 
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It  appears  by  tlie  minutes  that  the  salaries  of  the  officers  are 
annually  fixed  by  the  directors  upon  a  special  report  made  by  a 
special  salary  committee.  As  fixed  for  1905,  the  salaries  are  a« 
follinvs : 

President $30,000.00 

\'ice-president 15,000.00 

Second  vice-president 15,000.00 

Third  vice-president 10,000.00 

Treasurer   ' 10,500.00 

Actuary 8,500.00 

Secretary    8,000.00 

Medical   director 9,500.00 

Assistant  Medical  director 7,500.00 

Assistant  treasurer 6,000.00 

Assistant   secretary 5,000.00 

Superintendent  of  agencies 6,500.00 

Directors,  for  each  meeting 25.00 

Committee,  for  each  meeting '  25.00 

The  fees  for  committee  meetings  having  reference  .to  commit- 
tees of  directors  not  under  salaries: 

Members  of  the  salary  committee $5,000.00 

Members  of  the  agency  committee 5,000.00 

Members  of  the  building  committee  for  services  to 

Mr.  Blaney 5,000.00 

To  other  members 1,250.00 

The  minutes  of  the  finance  committee  record  in  great  detail  all 
of  the  company's  investments  and  purchases  of  stocks  and  bonds. 
The  company  has  also  furnished  full  details  of  collateral  loans 
made  for  ten  years  last  past,  which  are  very  few  each  year.  Most 
of  these  are  at  rates  of  interest  above  4  per  cent.,  some  in  excess 
of  6  percent.  "Very  few  collateral  loans  have  been  made  at  as  low 
:i  rate  as  3  per  cent. 

The  company  has  furnished  itemized  statements  of  all  pay- 
ments made  for  legislative  expenses  from  1896  to  1904,  inclusive; 
the  total  of  siich  expense  being  for  counsel  fees  in  various  States. 

For   1896 $448.43 

For   1897. 4,461.40 

For  1898 ' 2,269.56 
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For   1899 25.00 

For   1900 5,420.48 

For   1901 '3,104.34 

For   1902 594.97 

For  1903 14,973.77 

For  1904 1,782.38 


The  company  have  furnished  in  great  detail  statemei;its  of  all 
securities  held  by  them  November  17,  1905,  showing,  book  value, 
par  value,  date  of  purchase,  price  paid  and  name  of  vendors  in 
each  case.  Substantially  all  the  investments  of  the  company  are 
in  mortgage  loans  and  in  municipal  and  other  corporate  bonds. 
The  total  book  value  of  bond  investments  November  17,  1905,  was 
$16,381,199.35. 

The  company  have  also  furnished  full  records  for  1904  and 
1905  of  the  proceedings  of  the  agency  committees ;  also  full  min- 
utes for  1904  of  meetings  of  Finance  Committee,  which  sliow  in 
great  detail  the  financial  transactions  of  the  company. 

The  statement  of  the  company  of  monthly  cash  balances  in 
bank  show  accounts  in  some  thirty-four  different  banks  in  various 
parts  of  the  country,  the  larger  balances  being  kept  in  the  First 
National,  the  Elliott  National  and  the  Shoe  &  Leather  Bank  of 
Boston. 

Information  concerning  lapse  is  given  as  follows. 

Average  rate  of  lapses  in  first  three  months  after  insurance  was 
written,  same  for  second,  third  and  fourth  quarters : 

Industrial  Ordinary. 

1st   3  months 24^  ' 

2d    3  months 13^  3^  in  whole 

■3d   3  months 7^  first  year. 

4th  3  months 4^ 

Also  rate  of  lapse  in  second  year  after  insurance  was  written, 
same  for  3d,  4th  and  5th. 

Industrial  Ordinary, 

2d     year 8^  18,<^ 

3cl     year 4^  7^ 

4th  year 3^  Become  paid  up  by 

5th  year 2^  law  automatically. 
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Item,  1904.    Insurance  in  force. 

Ordinary.  No.  Amount. 

Life 52,666  $93',772,803.00 

Endowment 14,952  22,669,409.00 

All   others 2,177  6,661,184.00 

:.  69,795  $123,103,396.00 

Industrial.  Pols.  Amount. 

1.  Increasing  life  and  endowment  14,090  $565,000.00 

2.  Infantile  life 209,891  12,340,000.00 

3.  Adult  whole  life 1,210,121  209,216,035.00 

4.  Young  people's  endowment. . .  

5.  20  year  term  and  endowment  . .  40,297  10,948,732.00 

1,474,399  $233,069,767.00 
153 
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BANK  BALANCES  OF 

THE  EQUITABLE  LIFE  ASSUKANOE  SOCIETY 

OF  THE 

UNITED  STATES. 

1904. 

CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSE  OF  BUSINESS  ON  JAN.  30,  1904. 

NationalBankof  Commerce  of  New  York..     $9,387,T23.40  2^ 

Mercantile   Trust  Co 8,989,8Y9.57  2i 

The  Equitable  Trust  Co.,  of  New  York 13,372,832.83  2^. 

Fifth  Avenue  Trust  Co 500,000.00  2i 

Knickerbocker  Trust  Co 162,101.12  2i 

Union  Exchange  Bank,  New  York 25,000.00  2^> 

National  Bank  of  Eedemption,  Boston  ....            83,633.98  2i 

New  England  National  Bank,  Boston 150,424.79  2,'^ 

First  National  Bank,  Denver 675,411.43  3^' 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa..         501,727.23  2'ji  ■ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,435,629.46  3,1' 

The  Union  Trust  Co.,  of  Pittsburg 532,401.75  3i 

Fidelity  Trust  Co.,  Newark,  N.  J 1,605,192.78  2'ji 

Union  National  Bank  of  Newark,  N.  J 200,995.24  2^ 

Bank  of  Montreal,  Montreal,  Canada 63,052.69  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  3^ 

First  National  Bank  of  Chicago 537,444.76  2^ 

Hibemia  Bank  &  Trust  Co.,  of  New  Orleans.         198,111,85  2^ 

National  Bank  of  Commerce,  St.  Louis 5.03  2^ 

The  Equitable  Trust  Ca,  Annuity  Account. .            6,421.28  2^ 

$39,677,989.19 


statements  of  Companies  not  Examined.  *867 


CASH  BALANCES  IN  BANKS  AND  TEUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  FEB.  29,  19  Q4. 

National  Bank  of  Commerce  in  New  York. .  $8,511,523.93  2^ 

Mercantile  Trust  Co 7,361,228.24  2^ 

The  Equitable  Trust  Co.,  of  New  York 12,512,663.67  2^ 

Fifth  Avenue'  Trust  Co 500,124.39  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2^ 

National  Bank  of  E«demption,  Boston 112,262.24  2^ 

New  England  National  Bank,  Boston 141,773.43  2^ 

First  National  Bank,  Denver 702,902.16  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .  502,455.97  2^ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,431,379.75  3^ 

The  Union  Trust  Co.,  of  Pittsburg 532,659.97  3^ 

Fidelity  Trust  Co.,  Newark,  N.  J 1,607,689.24  2^ 

Union  National  Bank,  of  Newark,  N.  J 200,222.40  2^ 

Bank  of  Montreal,  Montreal,  Canada 57,172.82  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  Zi 

First  National  Bank  of  Chicago 629,050.65  2,"^ 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans.  188,604.30  2^ 

The  Equitable  Trust  Co.,  Annuity  Account.  12,070.47  2;^ 

$36,178,783.63 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  MARCH  31,  1904. 

National  Bank  of  Commerce  in  New  York. .   $8,640,400.10  2;^ 

Mercantile  Trust  Co 7,714,032.78  2% 

The  Equitable  Trust  Co.,  of  New  York 13,498,357.90  2^ 

Fifth  Avenue  Trust  Co 509,668.25  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2^ 

National  Bank  of  Redemption,  Boston 82,856.08  2^ 

New  England  National  Bank,  Boston 145,886.66  2^ 

First  National  Bank,  Denver 719,917.28  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .         503,309.36  2^ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,451,266.81  .  3^ 

The  Union  Trust  Co.,  of  Pittsburg' 516,811.21  Sf. 

Fidelity  Trust  Co.,  Newark,  N.  J 1,605,874.67  2^ 

Union  National  Bank  of  Newark,  N.  J 199,722.73  2'^ 

Bank  of  Montreal,  Montreal,  Canada 69,124.94  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  3^ 

First  National  Bank  of  Chicago 482,352.63  2^ 

Hibemia  Bank  &  Trust  Co.,  of  New  Orleans.         241,775.50  2^ 

The  Equitable  Trust  Co.,  Annuity  Account.             5,021.03  2^ 

$37,661,367.93 
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CASH  BALAl^CES  TE  BAJ^KS  KM)  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  APRIL  30, 1904. 

NationalBankof  ConunerceinNew  York.  ..   $8,998,191.97  2^ 

Mercantile  Trust  Co 8,800',381.25  2.^ 

The  Equitable  Trust  Qo.,  of  New  York 13,718,986.51  2,^ 

Fifth  Avenue  Trust  Co 504,791.80  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2^ 

National  Bank  of  Redemption,  Boston 83,474.03  2^ 

New  England  National  Bank,  Boston 150,142.79  2^ 

First  National  Bank,  Denver 700,761.17  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa.  .        504,109.12  2^ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,477,545.04  Zi 

The  Union  Trust  Co.,  of  Pittsburg 525,091.03  3^ 

FideHty  Trust  Co.,  Newark,  N.  J 1,607,242.50  2^ 

Union  National  Bank  of  Newark,  N.  J 199,071.39  2^ 

Bank  of  Montreal,  Montreal,  Canada 67,101.69  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  3^ 

First  National  Bank  of  Chicago 527,815.85  2^ 

Hibemia  Bank  &  Trust  Co.,  of  New  Orleans.        224,688.46  2^ 

National  Bank  of  Commerce,  St.  Louis 7.19  2,^ 

The  Equitable  Trust  Co.j  Annuity  Account. .  6,863.29  2^ 

$39,371,265.08 
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CASH  BAXAITCES  IK  BANKS  AM)  TRUST  COMPAmES 
AT  THE  CLOSING  OF  BUSINESS  ON  MAY  31,  1904. 

National  Bank  of  Commerce  in  New  York.  .  $9,337,560.92  2^ 

Mercantile  Trust  Co 8,513,691.11  2^ 

The  Equitable  Trust  Co.,  of  New  York 13,579,750.10  2^ 

Fifth  Avenue  Trust  Co ,. . .  501,109.65  2^ 

Union  Exchange  Bank,  New  York '      25,000.00  2^ 

First  National  Bank  of  Boston , 67,275.18  2^ 

New  England  National  Bank,  Boston 149,251.68  2^ 

First  National  Bank,  Denver 713,686.00  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa.  .  504,965.40  2^ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,421,152.21  3^ 

The  Union  Trust  Co.,  of  Pittsburg 508,362.36  3^ 

Fidelity  Trust  Co.,  Newark,  N.  J 1,598,462.73»  2^ 

Union  National  Bank  of  Newark,  N.  J 198,3787.66  3^ 

Bank  of  Montreal,  Montreal,  Canada 53,469.81  2^ 

MeUon  National  Bank,  Pittsburg 2,50,000.00  3^ 

First  National  Bank  of  Chicago 558,500.41  2^ 

Ilibemia  Bank  &  Trust  Co.,  of  New  Orleans .  .  237,570.77  2^ 

National  Bank  of  Commerce,  St.  Louis 3,310.73  2^ 

The  Equitable  Trust  Co.,  Annuity  Account.  .  4,071.69  2^ 


$39,225,569.42 
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CASH  BALANCES  IN  BANKS  AND  TEUST  COMPANIES 

AT  THE  CLOSING  OF  BUSINESS  ON  JUNE  30.,  1904. 

National  Bank  of  Conuneroe  in  New  York. . .  $9,8@0,490.®©  2^ 

Mercantile  Trust  Co 9,592,824.22  2% 

The  Equitable  Trust  Co.,  of  New  York 11,993,546.44  2^ 

Fifth  Avenue  Trust  Co 501,488.93  2% 

Union  Exchange  Bank,  New  York 25,000.00  2^ 

First  National  Bank  of  Boston 84,101.98  2^ 

New  England  National  Bank,  Boston 151,344.24  2^ 

First  National  Bank,  Denver 751,764.85  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa.  505,795.37  2^ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,449,088.70  3% 

The  Union  Trust  Co.,  of  Pittsburg 458,976.97  3^ 

Fidelity  Trust  Co.,  Newark,  N.  J 1,591,187.75  2^ 

Union  National  Bank  of  Newark,  N.  J 197,866.71  2^ 

Bank  of  Montreal,  Montreal,  Canada 65,897.54  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3^ 

First  National  Bank  of  Chicago 514,686.66  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans.  236,487.09  2^ 

National  Bank  of  Commerce,  St.  Louis 574.88  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .  7,479.76  2?5 


$39,238,602.69 
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CASH  BALANCES  IN  BANKS  AND  TEUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  JULY  30,  1904. 

National  Bank  of  Commerce  in  New  York.  .   $7,898,809.35  2% 

Mercantile  Trust  Co 8,960,888.51  2^ 

The  Equitable  Trust  Co.,  of  New  York 9,998,854.06  2% 

Fifth  Avenue  Trust  Co 502,274.52  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2i 

First  National  Bank  of  Boston 90,766.81  2^ 

New  England  National  Bank,  Boston 154,775.64  2^ 

First  National  Bank,  Denver 766,376.21  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .        506,655.37  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,445,959.53  3^ 

The  Union  Trust  Co.,  of  Pittsburg. 504,689.03  3% 

Fidelity  Trust  Ce.,  Newark,  N.  J 1,593,811.56  2^ 

Union  National  Bank  of  Newark,  N.  J 196,094.10  2% 

Bank  of  Montreal,  Montreal,  Canada 79,811.95  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3^ 

First  National  Bank  of  Chicago 529,978.74  2,-^ 

HiberniaBank&Trust  Co.,  of  New  Orleans.         229,951.21  2^ 

National  Bank  of  Commerce,  St.  Louis 3,862.20  2% 

The  Equitable  Trust  Co.,  Annuity  Account.  .             1,645.13  2^ 

$34,740,203.92 


Statements  of  Companies  not  Examined.  48713 


OASH  BALAiq'CES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  AUG.  31,  1904. 

National  Bank  of  Commerce  in  New  York. .   $7,783,841.15  2^ 

Mercantile  Trust  Co. 8,813,480.40  2^ 

The  Equitable  Trust  Co.,  of  New  York 9,420,451.77  2^ 

Fifth  Avenue  Trust  Oo 500,545.91  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2.^ 

First  National  Bank  of  Boston 101,441.92  2^ 

New  England  National  Bank,  Boston ,        153,184.48  2^ 

First  National  Bank,  Denver 786,956.53  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa . . .         507,488.14  2i 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,440,972.17  3;^ 

The  Union  Trust  Co.,  of  Pittsburg , .        502,877.50  Sf. 

Fidelity  Trust  Co.,  Newark,  N.  J 1,575,095.82  2^ 

Union  National  Bank  of  Newark,  N.  J 196,094.10  2i 

Bank  of  Montreal,  Montreal,  Canada 86,194.68  2i 

Mellon  National  Bank,  Pittsburg 250,000.00  3,« 

First  National  Bank  of  Chicago ,       543,887.58  2^ 

Hibemia  Bank  &  Trust  Co.,  of  New  Orleans. .         210,113.14  2i 

National  Bank  of  Commerce,  St.  Louis 3,124.16  2^ 

The  Equitable  Trust  Co.,  Annuity  Account. .            7,383.02  2^ 

$33,908,132.47 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 

AT  THE  CLOSING  OF  BUSINESS  ON  SEPT.  30, 1904. 

National  Bank  of  Commerce  in  New  Tort. . .  $7,828,046.40  2^ 

Mercantile  Trust  Co ,  8,439,037.14  2^ 

The  Equitable  Trust  Co.,  of  New  York 9,441,0'80.33  2^ 

Eif th  Avenue  Trust  Oo 500,117.78  2^ 

Union  Exchange  Bank,  New  York 28,000.00  2^ 

Eirst  National  Bank  of  Boston .  ., 105,172.54  2^ 

New  England  National  Bank,  Boston 152,490.49  2i 

First  National  Biank,  Denver 762,523.97  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa.  .  508,350.03  2i 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,434,796.62  3;^ 

The  Union  Trust  Co.,  of  Pittsburg 468,161.86  Z',i 

Fidelity  Trust  Co.,  Newark,  N.  J 1,572,080.61  2^ 

Union  National  Bank  of  Newark,  N.  J 196,094.10  2^ 

Bank  of  Montreal,  Montreal,  Canada 80,359.09  2i 

Mellon  National  Bank,  Pittsburg 250,000.00  3.^ 

First  National  Bank  of  Chicago 515,012.66  2^ 

Ilibernia  Bank   Trust  Co.,  of  New  Orleans. .  252,934.34  2^ 

National  Bank  of  Commerce,  St.  Louis 3,884.46  2^ 

The  Equitable  Trust  Co.,  Annuity  Account.  .  27,783.77  2^ 


$33,562,926.16 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 

AT  THE  CLOSING  OF  BUSINESS  ON  OCT.  31,  1904. 

National  Bank  of  Commerce  in  New  York. .   $5,'772,863.20  2^ 

Mercantile  Trust  Co '. 7,761,282.14  2^ 

The  Equitable  Trust  Co.,  of  New  York 10,255,230.00  2i 

Fifth  Avenue  Trust  Co 503,925.49  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2^ 

First  National  Bank  of  Boston 86,272.67  2^ 

New  England  National  Bank,  Boston 156,488.17  2^ 

First  National  Bank,  Denver 786,575.82  3^ 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .  ,         509,213.44  2^ 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,477,241.95  3^ 

The  Union  Trust  Co.,  of  Pittsburg 462,753.48  3j^ 

Fidelity  Trust  Co.,  Newark,  N.  J 1,567,385.52  2^ 

Union  National  Bank  of  Newark,  N.  J 197,086.34  2^ 

Bank  of  Montreal,  Montreal,  Canada 85,474.86  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  3j^ 

First  National  Bank  of  Chicago 546,553.87  2^ 

HibemiaBank&Trust  Co.,  of  New  Orleans.         241,658.67  2;^ 

National  Bank  of  Commerce,  St.  Louis 5,961.04  2^ 

The  Equitable  Trust  Co.,  Annuity  Account..            2,280.84  2i 

$31,693,197.50 


4.876  Legislative  Insurance  Investigation. 


CASH  BALAITCES  IN  BAI^KS  AND  TRUST  COMPANIES 

AT  THE  CLOSING  OE  BUSINESS  ON  NOV.  30,  1904. 

National  Bank  of  Commerce,  New  York $6,670,249.11  2^ 

Mercantile  Trust  Co 7,829,584.95  2^ 

Equitable  Trust  Co 11,285,440.06  2^ 

Fifth  Avenue  Trust  Co 504,146.38  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2fi 

First  National  Bank,  Boston 88,715.55  2^ 

New  England  National  Bank,  Boston 156,600.22  2^ 

Eirst  National  Bank,  Denver 762,129.52  3^ 

Eranklin  National  Bank,  Philadelphia 510,050.48  2^ 

Commercial  Trust  Co.,  Philadelphia 2,502,443.19  3^ 

Union  Trust  Co.,  Pittsburg 551,238.56  3^ 

Fidelity  Trust  Co.,  Newark 1,567,316.66  2^ 

Union  National  Bank,  Newark 192,962.90  2^ 

Bank  of  Montreal,  Montreal,  Canada 85,844.04  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  3^ 

First  National  Bank,  Chicago 525,342.56  2^ 

Hibernia  Bank  &  Trust  Co 230,452.85  2^ 

National  Bank  of  Commerce,  St.  Louis 607.00  2^ 

Equitable  Trust  Co.,  Annuity  Account 3,814.09  2^ 


$33,741,938.12 
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CASH  BALAITCES  IN  BANKS  AOT)  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  DEO.  31,  1904. 

National  Bank  of  Commerce  in  New  York. .  $3,179,923.43  2^ 

Mercantile  Trust  Company 5,015,950.95  2^ 

Equitable  Trust  Co " 5,392,679.19  2^ 

Eifth  Avenue  Trust  Co 755,673.71  2^ 

Union  Exchange  Bank,  New  York 25,000.00  2^ 

First  National  Bank  of  Boston 113,278.57  2^ 

New  England  National  Bank,  Boston 159,181.99  2^ 

First  National  Bank,  Denver 741,309.56  3^ 

Franklin  National  Bank,  Philadelphia 510,916.13  2^ 

Commercial  Trust  Co.,  Philadelphia 2,527,787.65  3^ 

Union  Trust  Co.,  Pittsburg 528,084.85  3^ 

Fidelity  Trust  Co.,  Newark 569,895.65  2^ 

Union  National  Bank,  Newark 191,608.02  2;^ 

Bank  of  Montreal,  Montreal,  Canada 73,831.20  2^ 

Mellon  National  Bank,  Pittsburg 250,000.00  Z^ 

First  National  Bank,  Chicago 545,699.50  2^ 

Hibemia  Bank  &  Trust  Co 254,241.38  2^ 

Equitable  Trust  Co.,  Annuity  Account 23,833.27  2^ 

$20,849,895.0& 
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Exhibit  No.  1. 

OFFICE  OF*  THE  MUTUAL  LIFE  INSURANCE  COM- 
PANY OF  NEW  YORK,_  Monday,  June  6th,  1904. 

The  undersigned,  the  duly  appointed  inspectors  of  election, 
do  herehy  certify  that  an  election  was  held  at  the  office  of  liie 
Mutual  Life  Insui-ance  Company  of  New  York"on  the  6th  day  of 
June,  1904,  for  nine  trustees  of  said  company  to  hold  office  under 
the  charter  for  the  next  four  years.  That  the  total  number  of 
votes  cast  was  one  hundred  and  fifty-eight.  That  of  the  votes 
so  cast  the  whole  number  voted  in  person  was  one  hundred  and 
fifty-eight;  and  that  there  were  no  votes  by  proxy;  and  that  of 
the  said  whole  number  of  votes  cast  by  voters  in  person  Dudley 
Olcott  received  one  hundred  and  fifty-eight  votes,  [and  the  other 
gentlemen  named  who  were  elected]  received  one  hundred  and 
fifty-eight  votes  and  we  therefore  declare  the  above  named  [re- 
naming them,]  duly  elected  trustees  of  said  company  for  four 
years.  IN  WITNESS  WHEREOF,  we  have  hereunto  set  our 
hands  and  seals,  this  6th  day  of  June,  1904. 

JAMES  0.  HENDRICKS, 
WALTER  G.  OAKLAND, 
G.  G.  HAVEN,  Je. 
And  sworn  to  on  the  same  day. 

OFFICE  OF  THE  MUTUAL  LIFE  INSURANCE  COM- 
PANY OF  NEW  YORK,  Monday,  June  5th,  1905. 

The  undersigned,  the  duly  appointed  inspectors  of  election,  do 
hereby  cert'fy  that  an  election  was  held  at  the  office  of  the  Mutual 
Life  Insurance  Company  of  New  York  on  the  6th  day  of  June, 
1905,  for  nine  trustees  of  said  company  to  hold  office  under  the 
charter  for  the  next  four  years.  That  the  total  number  of  votes 
past  was  one  hundred  and  ninety-nine;  that  of  the  votes  so  cast 
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the  whole  mimber  voted  in  person  was  one  hundred  and  ninety- 
nine;  and  that  there  were  no  votes  by  proxy;  that  of  the  said 
whole  number  of  votes  cast  by  persons,  the  persons  named  below 
receiTed  the  entire  number.  [Followed  by  the  signature  of 
George  H.  Gumming,  "Walter  G.  Oakland  and  G.  G.  Haven,  Jr., 
as  inspectors.] 


Exhibit  No.   2. 

IMPOETA¥T: 

You  are  now  a  policyholder  in  the  Mutual  Life  Insurance  Com- 
pany of  New  York.  Your  interests  are  from  this  moment  identi- 
cal with  those  of  your  company.  It  is  purely  a  mutual  company 
(not  a  stock  company).  You  share  in  its  prosperity  and  profits 
in  proportion  to  your  pecuniary  interest  in  it.  Permit  no  agents 
of  rival  companies  to  induce  you  to  change  or  discontinue  yoiir 
policy.  If  you  contemplate  increasing  your  insurance,  it  is  to 
your  interest  to  place  it  in  your  own  company,  as  thereby  you 
increase  its  business  and  directly  promote  your  own  interests. 
By  placing  the  insurance  in  another  company  you  fail  to  enhance 
the  value  of  your  investment  in  this. 

Always  remember  that  this  is  the  largest,  safest  aud  best  of  all 
the  companies.  You  cannot  better  yourself  as  a  policyholder  by 
insuring  elsewhere.  It  is  entitled  to  your  first  consideration, 
since  it  holds  the  foremost  place  among  the  Life  Insurance  Insti- 
tutions of  the  world,  and  offers  superior  advantages  in  all  its 
business  features,  together  with  unequalled  financial  security. 
Therefore,  hold  on  to  your  policy.  Before  you  gi^ve  credence  to 
anyone  who  may  seek  to  undermine  your  faith  in  "  the  Mutual 
Life  "  or  its  management  write  for  an  explanation  to  the  Head 
Office  or  to  the  nearest  agent  of  the  company. 

Any  holder  of  a  Policy  in  the  Company  for  $1,000  and  up- 
wards is  entitled  to  vote  either  in  person  or  by  proxy  for  Trustee. 
The  annual  election  is  held  at  the  Head  Office  in  ^N'ew  York,  on 
the  first  Monday  in  June. 

RICHARD  A.  MoCURDY, 

President. 
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Exbibit  No.   3. 

KNOW  ALL  MEN"  BY  THESE  PRESENTS,  That  I, 


of County  of State  of 

do  hereby  constitute  and  appoint  Richard  A.  McOurdy  and 
Robert  A.  Grannis,  or  either  of  them,  my  Attorneys  and  Agents, 
for  me  and  in  my  name,  place  and  stead,  to  vote  as  my  proxies 
as  a  policyholder  at  any  election  of  Trustees  of  the  Mutual  Life 
Insurance  Company,  with  full  power  of  substitution  and  revoca- 
tion, hereby  ratifying  and  confirming  all  that  my  said  Attorneys 
and  Agents,  or  their  substitutes  shall  lawfully  do  or  cause  to  be 
done  by  virtue  hereof.  Unless  sooner  revoked  this  proxy  shall 
continue  in  force  for  ten  years  from,  the  date  hereof. 

IN  WITNESS  HEREOF,  I  have  hereunto  set  my  hand  and 
seal  this  ....  day  of in  the  year 


Owner  of  Policy  No  

Signed,  sealed  and  delivered  in  the  presence  of 


Exhibit  No.  4. 

DECLARATION  AND  CHARTER 

of  the 

NEW  YORK  LIFE  INSURANCE  COMPANY. 

This  is  to  certify  that  the  New  York  life  Insurance  Company 
has  duly  accepted  the  provisions  of  the  Act  of  The  Legislature  of 
the  State  of  New  York,  Chapter  690  of  the  Laws  of  1892  known 
as  "  The  Insurance  Law,"  and  the  amendments  thereto,  and  in 
conformity  with  the  same  has  duly  adopted  the  following  amended 
charter : . 

ARTICLE  L 

The  name  of  the  Company  shall  continue  to  be  "  THE  NEW 
YORK  LIFE  INSURANCE  COMPANY." 

ARTICLE  II. 

The  Company  shall  be  located  and  its  principal  place  of  busi- 
ness shall  be  in  the  City  of  New  York, 
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ABTIOLE  III. 

The  business  of  tiie  Company  shall  be  insurance  on  li\es  and 
all  and  every  insurance  pertaining  to  life,  and  receiving  and 
executing  trusts,  and  making  endowments  and  granting,  purchas- 
ing and  disposing  of  annuities,  such  kind  of  insurance  being 
authorized  under  sub-division  one  of  Section  70  of  "  The  Insur- 
ance Law." 

ARTICLE  IV. 

Section  1.  All  the  corporate  powers  of  the  Company  shall  be 
exercised  by  a  Board  of  Trustees  and  such  officers  and  agents  as 
the  Board  my  appoint. 

Section  2.  The  Board  of  Trustees  shall  consist  of  twenty-four 
(24)  elected  persons,  a  majority  of  whom  shall  be  citizens  and 
residents  of  the  State  of  New  York,  and  the  President  who  shall 
be  ex-officio  a  member  of  the  Board. 

Section  3.  The  elected  trustee  shall  be  divided  into  four  equal 
classes  and  as  the  term  of  each  class  shall  expire  its  successors 
shall  be  elected  for  a  term  of  four  years,  six  trustees  to  be  elected 
each  year.  Vacancies  occasioned  by  death,  resignation  or  other- 
wise shall  be  filled  by  the  Board  of  Trustees,  a  majority  of  the 
votes  of  those  present  constituting  a  choice.  Each  class  shall 
hold  over  imtil  its  successors  are  elected  and  this  article  shall  no^ 
be  construed  so  as  to  prevent  a  trustee  going  out  from  being 
eligible  as  a  new  trustee. 

Section  4.  The  Board  of  Trustees  shall  have  power  to  make 
such  By-Laws,  rules  and  regulations  for  the  transaction  of  the 
business  of  the  Company,  not  inconsistent  with  this  charter  or  the 
laws  of  the  State,  as  may  be  deemed  expedient,  and  to  amend  or 
repeal  such  By-Laws,  rules  and  regulations. 

AETIOLE  V. 

Section  1.  The  annual  election  of  members  of  the  Board  of 
Trustees  to  fill  the  places  of  the  outgoing  class  shall  be  held  on  the 
second  Wednesday  of  April  in  each  year.  Notice  of  the  time  and 
place  of  such  election  shall  be  given  in  two  public  newspapers 
printed  in  the  City  of  New  York  and  in  the  State  paper  daily  for 
one  week  preceding  such  election. 

Section  2.  At  each  election  three  inspectors  shall  be  elected 
to  preside  at  the  next  annual  election  of  trustees,  and  at  such 
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election  each  member  of  the  Company  shall  be  entitled  to  one 
vote  in  person  or  by  proxy. 

Section  3.  After  snch  annual  election  the  Board  of  Trustees 
shall  elect  a  president  and  such  other  officers  as  may  be  prescribed 
by  the  By-Laws,  who  shall  hold  their  office  for  one  year  and  until 
others  are  elected  in  their  stead. 

Section  4.  The  present  members  of  the  Board  of  Trustees  and 
present  officers  of  the  Company  shall  continue  to  be  such  trus- 
tees and  officers  until  the  expiration  of  the  respective  terms  for 
which  they  have  been  elected. 

AKTIOLE  VI. 

Section  1.  The  Company  shall  have  no  capital  stock,  but  shall 
be  a  mutual  company. 

Section  2.  The  officers  of  the  Company  within  sixty  days  sub- 
sequent to  the  1st  of  January  in  each  year  shall  cause  an  estimate 
to  be  made  of  the  profits  and  true  state  of  the  affairs  of  the  Com- 
pany, as  near  as  may  be,  for  the  preceding  year,  which  estimate 
shall  be  conclusive  upon  all  persons  entitled  to  share  in  any  dis- 
tribution of  surplus  which  shall  be  made  in  accordance  with  the 
general  provisions  of  law  either  in  cash,  or  in  reduction  of  pre- 
mium, or  in  reversionary  insurance  payable  with  the  policy  on  the 
same  conditions  as  therein  expressed. 

AKTICLE  VII. 

The  Company  shall  be  authorized  to  make  loans  and  invest- 
ments as  provided  by  "  The  Insurance  Law  "  and  by  the  Statutes 
of  the  State  of  New  York  now  in  force  or  hereafter  passed,  and 
may  also  loan  all  premiums  received  and  invest  the  same  in  bonds 
and  mortgages  on  unencumbered  real  estate  vdthin  the  State  of 
!N'ew  York  worth  fifty  per  cent,  more  than  the  sum  charged 
thereon,  and  in  all  stocks  created  by  or  under  the  laws  of  this  State 
or  the  United  States. 

ARTICLE  VIIL 

The  Company  shall  be  entitled  to  all  the  privileges  and  pro- 
visions of  existing  laws  which  might  be  included  in  this  charter 
and  enjoyed  by  it  if  it  were  originally  incorporated  under  "  The 
Insurance  Law  "  of  the  State. 
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AETICLE  IX. 

As  provided  by  preceding  laws,  and  by  Chapter  Y25  of  the  Laws 
of  1893,  the  Charter  of  the  Company  shall  be  perpetual. 

I]Sr  WITNESS  WHEEEOF  the  Company  has  caused  its  cor- 
porate seal  to  be  affixed  hereto  and  to  be  attested  by  its  President 
and  Secretary  this  24th  day  of  July,  1893. 

(L.  S.)  JOHN  A.   McCALL,   President. 

CHAS.  0.  WHITNEY,  Secretary. 


State  of  New  York,  ] 


ss. 


City  and  County  of  New  York, 

Before  me  duly  appeared  this  24th  day  of  July,  1893,  John  A. 
McCall  and  Charles  C.  Whitney,  personally  known  to  me  and  they 
severally  acknowledged  the  execution  of  the  foregoing  instrument 
as  the  act  and  deed  of  the  New  York  Life  Insurance  Company, 
and  being  by  me  severally  duly  sworn  each  for  himself  says: 
That  the  said  John  A.  McCall  resides  in  the  City,  County  and 
State  of  New  York,  and  is  President  of  the  New  York  Life  In- 
surance Company;  that  the  said  Charles  C.  Whitney  resides  in 
the  City  of  Brooklyn,  County  of  Kings,  State  of  New  York,  and 
is  the  Secretary  of  the  said  New  York  Life  Insurance  Company ; 
that  the  seal  affixed  to  the  foregoing  instrument  is  the  corporate 
seal  of  said  Company,  and  was  duly  affixed  thereto  by  the  Secre- 
tary of  said  Company  in  pursuance  of  authority  from  the  Board 
of  Trustees  by  a  vote  of  a  majority  of  the  said  trustees  and  that 
the  said  President  and  Secretary  have  attested  the  same  by  their 
signatures  in  pursuance  of  like  authority. 

JOHN  E.  MOONEY, 

Notary  Public,  Kings  Co. 
(L.  S.),  Certificate  filed  in  N.  Y.  Co. 


STATE  OF  NEW  YORK, 

'ATTOENEY  GENEEAL'S  OFFICE. 

Albany,  July  26th,  1893. 
To  die  Superintendent  of  Insurance: 

I  hereby  certify  that  I  have  examined  the  annexed  declaration 
and  charter  of  the  New  York  Life  Insurance  Company,  and  that 
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I  find  the  same  to  be  made  in  conformity  with  the  provisions  of 
Chapter  690,  laws  of  1892,  and  in  accordance  with  the  require- 
ments of  law. 

S.  W.  EOSENDALE, 

Attorney  General. 

STATE  OF  NEW  YOKK, 

INSUKANOE  DEPARTMENT. 

Albaity,  July  26th,  1893. 

Whereas  the  New  York  Life  Insurance  Company,  located  in 
the  City  of  New  York,  a  domestic  insurance  corporation  existing 
and  doing  business  at  the  time  of  the  passage  of  Chapter  690  of 
the  Laws  of  1892,  having  availed  itself  of  the  provisions  of  Section 
fifty-two  of  said  chapter,  as  amended  by  Chapter  725  of  the  Laws 
of  1893,  as  the  same  may  refer  to  the  re-incorporation  of  existing 
corporations ;  and  said  Company  having  filed  in  this  department 
a  declaration  and  amended  charter  adopted  by  a  vote  of  a  major- 
ity of  the  Board  of  Trustees  of  said  Company,  as  provided  for 
in  Section  52  referred  to  above  and  the  same  having  been  sub- 
mitted by  me  to  the  Attorney  General  and  certified  by  him  to  be 
in  accordance  with  the  requirements  of  law: 

NOW  THEREFORE,  I,  James  F.  Pierce,  Superintendent  of 
Insurance  of  the  State  of  New  York,  do  hereby  certify  that  the 
consent  of  said  superintendent  of  insurance  as  required  by  the 
provisions  of  Section  fifty-two,  above  referred  to,  is  hereby 
granted  and  attached  to  the  Declaration  and  amended  Charter 
of  the  New  York  Life  Insurance  Company  which  has  this  day 
been  filed  in  this  Department. 

IN  WITNESS  WHEREOF  I  have  hereunto  set  my  hand  and 
affixed  my  official  seal,  in  duplicate,  at  the  City  of  Albany  this 
26th  day  of  July,  1893. 

(Signed)  JAMES  F,  PIERCE, 

(L.  S.)  Superintendent  of  Insurance. 


Exhibit  No.   5. 

The  undersigned,  inspectors  of  an  election  held  this  12th  day 
of  April,  1905,  at  the  Home  Office  of  the  New  York  Life  Insur- 
ance Company,  for  Trustees  of  the  Fourth  Class,  and  for  in- 
spectors of  the  next  election,  DO  HEREBY  CERTIFY  that  at 
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said  election  2328  votes  were  cast,  and  the  follovring  were  duly 
elected : 

TEUSTEES  OF  THE  EOUKTH  CLASS: 

James  A.  Blair. 
John  S.  Kennedy. 
Augustus  G.  Paine. 
George  W.  Perkins. 
Edmund  D.  Randolph. 
H.  Walters. 

INSPECTORS  OF  THE  KEXT  ELECTION": 

William  C.  Arnold. 
John  ]Sr.  Golding. 
Albert  McClave. 

WILLIAM  0.  ARNOLD. 
JOHN  N.  GOLDING. 
ALBERT  McCLAVE. 
New  York,  April  12th,  1905. 

The  undersigned,  inspectors  of  an  election  held  this  13th  day 
of  April,  1904,  at  the  Home  Office  of  the  New  York  Life  Insur- 
ance Company,  for  Trustees  of  the  Third  Class,  and  for  in- 
spectors of  the  next  election,  DO  HEREBY  CERTIFY  that  at 
said  election  803  votes  were  cast  and  the  following  were  duly 
elected : 

TRUSTEES  OF  THE  THIRD  CLASS: 

Thomas  A.  Buckner. 
Thomas  P.  Fowler. 
Henry  C.  Mortimer. 
Wm.  B.  Plunkett. 
Hiram  R.  Steele. 
Clarence  H.  Mackay. 

INSPECTORS  OF  THE  NEXT  ELECTION: 
William  C.  Arnold. 


John  N.  Golding. 
Albert  McClave. 


New  York,  13th  April,  1904. 


WILLIAM  0.  ARNOLD. 
JOHN  N.  GOLDING, 
ALBERT  McCLAVE. 
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The  undersigned,  inspectors  of  an  election  held  this  8th  day 
of  April,  1903,  at  the  Home  Office  of  the  New  York  Life  Insur- 
ance Company,  for  Trustees  of  the  Second  Class,  and  for  in- 
spectors of  the  next  election,  DO  HEEEBY  CEETIFY  that  at 
said  election  663  votes  were  cast,  and  the  following  were  duly 
elected : 

TRUSTEES  OF  THE  SECOND  CLASS: 

Charles  S.  Eairehild. 
Oscar  S.  Straus. 
Robert  J.  Lowry. 
William  E.  IngersolL 
James  Stillman. 
Norman  B.  Ream. 


INSPECTORS  OF  THE  NEXT  ELECTION: 


William  C.  Arnold. 

John  N.  Golding. 
Albert  McClave. 


New  York,  8th  April,  1903. 


WILLIAM  0.  ARNOLD. 
JOHN  N.  GOLDING. 
ALBERT  McCLAVE. 


The  undersigned,  inspectors  of  an  election  held  this  9th  day  of 
April,  1902,  at  the  Home  Office  of  the  New  York  Life  Insurance 
Company,  for  Trustees  of  the  First  Class,  and  for  inspectors  of  the 
next  election,  DO  HEREBY  CERTIFY  that  at  said  election  319 
votes  were  cast,  and  that  the  following  were  duly  elected : 

TRUSTEES  OF  THE  FIRST  CLASS: 

John  Claflin. 
W.  B.  Homblower. 
Woodbury  Langdon. 
George  A.  Morrison. 
D.  P.  Kingsley. 
Alexander  E.  Orr. 
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INSPECTORS  OF  THE  NEXT  ELECTION: 


William  C.  Arnold. 
John  N.  Gelding. 
Albert  McClave. 


New  York,  9tli  April,  1902. 


WILLIAM  0.  ARNOLD. 
JOHN  N.  GOLDING. 
ALBERT  McCLAVE, 


The  undersigned,  inspectors  of  an  election  held  this  10th  day 
of  April,  1901,  at  the  Home  Office  of  the  New  York  Life  Insur- 
ance Company,  for  Trustees  of  the  Fourth  Class  and  for  inspec- 
tors of  the  Next  Election  of  said  Company  DO  HEREBY  CER- 
TIFY that  at  said  election  233  votes  weife  cast  and  that  the  fol- 
lowing were  duly  elected: 

TRUSTEES  OF  THE  FOURTH  CLASS: 

Henry  Tuck. 
Edmund  D.  Randolph. 
A.  G.  Paine. 
George  W.  Perkins. 
Thomas  B.  Reed. 
James  A.  Blair. 

INSPECTORS  OF  THE  NEXT  ELECTION: 

William  0.  Arnold.  John  N.   Golding. 

Albert  McClave. 

WILLIAM  O.  ARNOLD. 
ALBERT  McCLAVE. 
JOHN  N.  GOLDING. 
New  York,  lOfli  April,  1901. 

The  undersigned.  Inspectors  of  an  Election  held  this  11th  day 
of  April,  1900,  at  the  Home  Office  of  the  New  York  Life  Insur- 
ance Company,  for  Trustees  of  the  third  class,  DO  HEREBY 
CERTIFY  that  at  said  election  130  votes  were  cast,  and  that  tlie 
following  were  duly  elected: 
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TRUSTEES  OE  THE  THIED  COLASS: 

Walter  H.  Lewis. 
H.  0.  Mortimer.  ,  j 

William  R.  Grace.        , 
Hiram  B.  Steele. 
Thomas  P.  Eowler. 
WiUiam  P.  Plunkett 

INSPECTORS  OE  THE  NEXT  ELECTION: 

William  C.  Arnold. 
John  N.  Gelding. 
Alhert  KcClave. 

WILLIAM  0.  ARNOLD. 
ALBERT  MoCLAVE. 
JOHN  N.  GOLDING. 
New  York,  11th  April,  1900. 

The  imdersigned,  Inspectors  of  an  Election  held  this  12th  day 
of  April,  1899,  at  the  Home  Office  of  the  New  York  Life  Insur- 
ance Company,  for  Trustees  of  the  second  class,  and  for  inspec- 
tors of  the  next  election  of  said  Company,  DO  HEREBY  CER- 
TIFY that  at  said  election  117  votes  were  cast,  and  that  the  fol- 
lowing were  duly  elected: 

TRUSTEES  OE  THE  SECOND  CLASS: 

William  L.  Strong. 
William  F.  Buckley. 
Charles  S.  Fairehild. 
Oscar  S.  Straus. 
Robert  J.  Lowry. 
William  E.  Ingersoll. 

INSPECTORS  OF  THE  NEXT  ELECTION: 

William  C.  Arnold. 
John  N.  Golding. 
Albert  McClave. 

WILLIAM  0.  ARNOLD. 
ALBERT  MoCLAVE. 
New  York,  12th  April,  1899. 

The  undersigned.  Inspectors  of  an  Election  held  the  13th  day 
of  April,  1898,  at  the  Home  Office  of  the  NEW  YORK  LIFE 
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IJSTSTIRAlSrCE  COMPAJsTY,  for  six  trustees  of  the  Eirst  Class, 
and  for  three  inspectors  of  the  next  election  of  said  Company,  DO 
HEREBY  CERTIFY  that  at  said  election  126  votes  were  cast, 
and  that  the  following  were  duly  elected : 

TRUSTEES  OE  THE  EIRST  GLASS: 

John  Claflin. 
E.  K  Gibbs. 
W.  B.  Homblower. 
Woodbury  Langdon. 
G.  A,  Morrison. 
D.  B.  Eangsley. 

INSPECTORS  OE  THE  NEXT  ELECTION: 

William  C.  Arnold. 
John  N.   Golding. 
Albert  McOlave. 

ALBERT  MoCLAVE. 
WILLIAM  C.  ARNOLD. 
JOHN  N.  GOLDING. 

New  York,  13th  April,  1898. 

The  undersigned,  Inspectors  of  an  election  held  this  14th  day 
of  April,  1897,  for  six  trustees  of  the  Fourth  Class,  and  for  three 
inspectors  of  the  next  election  of  the  NEW  YORE  LIFE  IN- 
SURANCE COMPANY,  DO  HEREBY  CERTIFY  that  at  the 
said  election  685  votes  were  cast  as  follows: 

FOR  TRUSTEES  OF  THE  FOUHTH  CLASS: 


W.  H.  Appleton 685  votes. 

Henry  Tuck 685      " 

Edmund  D.  Randolph 685      " 

A-  G.  Paine 685      « 

George  W.  Perkins 685      " 

John  J.  Valentine 685      " 

FOR  INSPECTORS  OF  ELECTION: 

William  C.  Arnold 685  votes. 

John  N.  Golding 685      « 

Albert  McClave 685      « 
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And  we  do  therefore  hereby  certify  that  W.  H.  Appleton,  Henry 
Tuck,  Edmund  D.  Randolph,  A.  G.  Paine,  George  W.  Perkins 
and  John  J.  Valentine  are  elected  trustees  of  the  Fourth  Class, 
and  William  P.  Arnold,  John  E".  Golding  and  Albert  MciClave, 
Inspectors  of  the  next  election  of  the  New  York  Life  Insurance 
Company, 

William  0.  Arnold,  John  N.  Golding,  Albert  MoOlave. 
New  York,  14th  April,  1897. 

The  undersigned.  Inspectors  of  an  Election,  held  this  8th  day 
of  April,  1896,  for  six  trustees  of  the  Third  Class,  and  for  one 
trustee  of  the  Second  Glass  to  fill  vacancy,  and  for  three  inspec- 
tors of  the  next  election  of  the  New  York  Life  Insurance  Com- 
pany DO  HEREBY  CERTIFY  that  at  said  election  146  votes 
were  cast  as  follows: 

FOR  TRUSTEES  OF  THE  THIRD  CLASS: 

0.  O.  Baldwin 146  votes 

Walter  H.  Lewis 346      " 

H.  C.  Mortimer 146      " 

William  R.   Grace 146      " 

Hiram  R.   Steele 146      " 

Thomas  P.  Fowler 146      " 

FOR  TRUSTEE  OF  THE  SECOND  CLASS: 

(To  fill  vacancy.) 

John  H.  Lunan 146  votea. 

FOR  INSPECTORS  OF  THE  NEXT  ELECTION: 

William  0.  Arnold 146  votes. 

John  N.  Golding 146      « 

Albert  MoOlave '. 146      «    - 

We  do  hereby  certify  0.  C.  Baldwin,  Walter  E.  Lewis,  H.  0. 
Mortimer,  William  R  Grace,  Hiram  B.  Steele,  and  Thomas  P. 
Fowler  are  elected  trustees  of  the  Third  Class,  John  H.  Inman, 
trustee  of  the  Second  Class,  and  William  0.  Arnold,  John  N. 
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Goldlng,  and  Albert  McClave,  inspectors  of  the  next  election  of 

the  New  York  life  Insurance  Company. 

WILLIAM  0.  ARNOLD, 
JOHN  N.  GOLDING, 
ALBERT  McOLAVE. 

New  York,  8th  April,  1896. 

The  undersigned,  Inspectors  of  an  Elecition,  held  this  10th 
day  of  April,  1895,  for  six  trustees  of  the  Second  Class  and  for 
three  inspectors  of  the  next  election  of  the  New  York  life  In- 
surance Company,  do  hereby  certify  that  at  said  election  215  votes 
were  cast,  as  follows : 

FOR  TRUSTEES  OF  THE  SECOND  CLASS: 

William  A.  Booth 215  votes. 

William  L.   Strong 215      " 

William  F.   Buckley 215      " 

Charles  S.  Fairchild 215      " 

Oscar  S.  Straus 215      " 

David  A.  Wells 215      " 

FOR  INSPECTORS  OF  THE  NEXT  ELECTION: 

William  0.  Arnold. , 215  votes. 

John  N.  Golding .-. , 215      " 

George  H.  Henry. 215      " 

We  do  hereby  certify  that  William  A.  Booth,  William  L. 
Strong,  William  F.  Buckley,  Charles  S.  Fairchild,  Oscar  S. 
Straus,  and  David  A.  Wells  are  elected  Trustees  of  the  .Second 
Class,  and  William  C.  Arnold,  John  N.  Golding  and  George  H. 
Heniy,  Inspectors  of  the  next  election  of  the  New  York  Life  In- 
surance Company. 

WILLIAM  C.  ARNOLD, 
JOHN  N.  GOLDING. 
New  York,  April  10,.  1895. 


Exhibit  No.  6. 

The  first  form  of  proxy  is  dated  March  26th,  1905,  and  runs 
to  John  A.  McCall,  William  L.  Strong,  Archibald  H.  Welch  and 
George  W.  Perkins  for  ten  years,  unless  soonei-  revoked. 
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Tte  second  form  runs  to  Joka  A.  McCall,  Heniy  Tuck,  Archi- 
bald H.  Welch  and  George  W.  Perkins  for  ten  years,  unless 
sooner  revoked. 

The  third  runs— dated  June  12th,  1902,  to  John  A.  McCall, 
Henry  Tuck,  George  W.  Perkins  and  D.  P.  Kingsley,  for  ten 
years,  unless  sooner  revoked. 

The  last  form,  which  is  the  form  I  ttnderstand  now  in  use,  I 
will  read  upon  the  record : 

KNOW  ALL  MEN  BY  THESE  PRESENTS  that  I 

of  County  of  State  of 

do  hereby  constitute  and  appoint  John  A.  Mc- 
Call, George  W.  Perkins,  D.  P.  Kingsley  and  Thomas  A.  Buckner, 
or  either  of  them,  my  attorneys  and  agents,  for  me,  and  in  my 
name,  place  and  stead,  to  vote  as  my  proxies  as  a  policy  holder, 
at  any  election  of  trustees  of  the  New  York  Life  Insurance  Com- 
pany of  New  York,  with  full  power  of  substitution  and  revoca- 
tion, hereby  ratifying  and  confirming  all  that  my  said  attorneys 
and  agents  or  their  substitute  shall  lawfully  do  or  cause  to  be 
done  by  virtue  hereof.  Unless  sooner  revoked,  this  proxy  shall 
continue  in  force  for  ten  years  from  date  hereof,  and  I  hereby 
revoke  all  former  proxies. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  seal  this 
day  of  in  the  year 

O'wner  of  policy 
Signed,  sealed  and  delivered  in 
the  presence  of 


Exhibit  No.  7. 

(Marked  for  identification.) 


Exhibit  Xo.  8. 

Mt  Dear  Sie: — 

I  hand  you  herewith  a  copy  of  the  Sixtieth  Annual  Reirort  of 
this  Company.  As  a  policyholder  you  have  a  direct  interest  in 
the  exhibit  made,  and  it  will  pay  you  to  look  the  Statement  througli 
carefully.     You  are  entitled,  as  you  probably  know,  to  vote  for 
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Trustees  who  are  elected  annually  at  tlie  Home  Office  on  the 
second  Wednesday  of  April  in  each  year.  At  the  regular  meeting 
of  the  Board  of  Triistees  succeeding  this  election,  the  Trustee^ 
elect  the  officers  of  the  company  for  the  ensuing  year. 

If  you  are  in  New  York  at  the  time  stated,  we  shall  be  pleased 
to  have  you  cast  your  vote  in  person;  but  if  it  should  be  incon- 
venient for  you  to  vote  in  that  manner,  your  vote  can  be  recorded 
by  means  of  the  enclosed  proxy  (which  is  revocable  at  your  pleaS' 
ure),  if  duly  signed,  witnessed,  and  returned  in  the  enclosed  en- 
velope. 

The  following  gentlemen  are  named  in  this  proxy :  Hon.  John 
A.  MeCall,  formerly  superintendent  of  the  Insurance  Departm(mt 
of  this  State,  and  president  of  the  l^ew  York  Life  Insurance  Com- 
pany since  1892. 

Mr.  George  W.  Perkins,  Vice-President,  Trustee,  and  Chair- 
man of  the  Pinance  Committee. 

Hon.  Darwin  P.  Kingsley,  Vice-President,  Trustee,  chairman 
of  the  Executive  Committee,  Secretary  of  the  Finance  Committee^ 
and  formerly  superijjtendent  of  the  Insurance  Department  of 
Colorado. 

Mr.  Thomas  A.  Buckner,  Vice-President,  Trustee  and  Chair- 
mnn  of  the  Agency  Commi*^tce. 

All  of  these  gentlemen  have  been  connected  with  the  Company 
for  many  years,  and  have  no  interest  paramount  to  the  growth 
and  success  of  the  New  York  Life  Insurance  Company. 

Yours  truly, 

JOHN  0.  McCALL,  Secretary. 


Exhibit  No.   9. 

33.  Any  persons  of  legal  age,  except  an  officer,  employee  or 
agent  of  the  Company,  may  at  the  annual  election  of  members 
of  the  Board  of  Trustees,  act  as  proxy  for  any  member  or  mem- 
bers of  the  Company. 

The  Board  of  Trustees  shall  elect  from  the  policy-holders  a 
Committee  of  three,  who  may  act  as  proxies  for  members,  and 
shall  hold  office  until  their  successors  are  elected  by  the  Board. 
This  Committee  shall  not  include  any  officer,  employee  or  agent 
of  the  Company. 
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Every,  proxy  must  be  executed  in  writing,  and  shall  be  revo- 
cable at  the  pleasure  of  the  person  executing  it. 

Every  such  proxy  shall  be  invalid  after  the  expiration  of  eleven 
months  from  the  date  of  its  execution,  unless  the  member  ex- 
ecuting it  shall  have  specified  therein  the  number  of  years  for 
which  it  is  to  continue. 
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KNOW  ALL  MEN  BY  THESE  PEESENTS  THAT  I, . . . . 

do  hereby  constitute  and  appoint  the  President  of 

the  Mutual  Benefit  Life  Insurance  Company  of  New  Jersey,  or  in 
his  absence,  one  of  the  Vice-Presidents  of  said  Company,  my  at- 
torney and  agent  to  vote  for  me  and  in  my  name,  place  and  stead, 
as  my  proxy  at  any  election  of  directors  of  said  company  for  such 
person  or  persons  as  the  Board  of  Directors  shall  nominate,  ac- 
cording to  the  number  of  votes  I  should  he  entitled  to  cae t  if  then 
personally  present. 

This  appointment  may  be  revoked  by  me  in  writing  at  any  time. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  seal,  this 
day  of  ,  one  thousand  nine  hundred  and 

(Blanks  for  signature  and  witness.) 
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Capital  of  the  said  company  shall  be  two  hundred  thousand 
dollars,  and  the  capital  stock  shall  be  divided  into  four  thousand 
shares  of  fifty  dollars  each,  which  shall  be  personal  property,  trans- 
ferable only  on  the  books  of  the  company  in  conformity  with  the 
By-laws  of  the  company.  / 

The  holders  of  the  said  capital  stock  may  receive  a  semi-annual 
dividend  of  three  and  one  half  per  cent  on  the  same,  and  on  any 
surplus  standing  to  their  credit  on  the  books  of  the  company  a? 
hereinafter  provided. 

Article  Yth :  Every  shareholder  shall  be  entitled  to  one  vote  for 
directors  for  each  and  every  share  of  stock  standing  in  his  or  her 
name  on  the  books  of  the  company,  and  .'.t  shall  be  lawful  for  any 
member  of  the  company  possessing  the  right  to  vote  to  do  so  ])y 
proxy  duly  authorized  in  writing. 
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Article  10th:  During  the  montli  of  January  in  eacli  year  the 
directors  shall  cause  a  true  exhibit  to  he  prepared  of  all  the  husi- 
ness  and  affairs  of  the  company,  which  shall  show  its  assets  and 
liabilities,  both  present  and  contingent,  and  also  the  net  surplus 
after  deducting  an  amount  amply  sufficient  to  cover  all  outstand- 
ing risks  and  other  obligations,  including  any  dividend  which  may 
have  been  declared  as  above  provided. 

The  directors  shall  cause  the  whole  of  the  net  surplus  to  be 
credited  to  the  stockholders  in  proportion  to  the  amount  of  stock 
held  by  each.  The  whole  amount  of  surplus  credited  as  afore- 
said shall  remain  in  the  hands  of  the  company  as  a  guarantee 
surplus  fund  for  the  security  of  policyholders,  until  the  same 
shall  amount  to  the  sum  of  eigbt  hundred  thousand  dollars,  at 
which  time  certificates  of  stock  (the  Legislature  consenting)  for 
the  said  eight  hundred  thousand  dollars  shall  be  issued  to  the 
persons  entitled  thereto,  and  from  that  time  all  net  earnings  of 
the  company  may  be  anniially  divided  among  the  stockholders  in 
proportion  to  the  amount  of  stock  held  by  each. 

The  directors  may  from  time  to  time  issue  scrip  representing 
such  surplus,  which  scrip  shall  be  transferable  in  the  manner  to 
be  directed  by  the  Board,  and  shall  entitle  the  holder  thereof  to 
such  interest  or  dividends  thereon  as  may  from  time  to,  time  be 
declared  by  the  directors. 

Chapter  286  of  the  Laws  of  1867,  amending  the  charter  of 
the  National  Travelers'  Insurance  Ccjmpany,  also  chapter  49  of 
the  Laws  of  1868,  further  amending  the  charter  of  the  National 
Travelers'  Insurance  Company  and  changing  the  name  of  the  said 
company  to  the  Metropolitan  Life  Insurance  Company. 

I  also  note  upon  the  record  chapter  87  of  the  Laws  of  1874, 
amending  the  charter  of  the  National  Travelers'  Insurance  Com- 
pany, and  also  the  Act  of  1867  above  mentioned. 

Also  Chapter  437  of  the  laws  of  1883,  amending  the  charter  oi 
the  Metropolitan  Life  Insurance  Company  of  the  City  of  New 
York,  and  Chapter  492  of  the  laws  of  1902,  further  amending  the 
charter  of  the  National  Travelers'  Insurance  Company,  and  alsc 
the  above-mentioned  Act  of  186-7. 

Now,  I  read  upon  the  record.  Section  XIII  of  Chapter  49  ol 
the  laws  of  1868,  as  follows : 

"  Section  XIII.  At  every  election  of  directors  each  stockholdei 
shall  be  entitled  to  vote  in  person  or  by  proxy  for  each  and  every 
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share  of  the  capital  stock  of  the  Company  owned  an'd  held  by  him 
in  his  own  name  on  the  books  of  the  Company,  and  any  person  in- 
sured for  one  year  before  any  election  for  the  whole  term  of  life 
in  the  Company,  or  by  an  endowment  policy,  upon  either  of  which 
the  annual  premium  shall  not  be  less  than  one  hundred  dollars, 
and  every  person  entitled  to  an  annuity  from  the  Company  of  not 
less  than  one  hundred  dollars,  shall  be  entitled  to  one  \ote  in  per- 
son, but  not  by  proxy,  unless  the  same  shall  be  recorded  in  a  book 
kept  by  the  Company  for  the  purpose  three  months  prior  to  any 
election." 

Q.  Was  that  resolution  changing  the  voting  right  of  stockholders 
obtained  by  the  Company,  so  far  as  you  know  ?  A.  That  w?is  the 
act  of  what  ? 

Q.  Of  1868,  which,  as  I  tmderstand  it,  was  the  first  act  which 
gave  the  policyholders  the  right  to  vote  under  the  conditions 
stated?  A.  Well,  I  doubt  if  anybody  now  connected  with  the 
Company  knows. 

Q.  You  don't  know  about  that  ?  A.  I  think  prior  to  the  term  of 
any  officer.  Possibly,  Mr.  Hegeman  was  an  officer  then,  but  T 
don't  know. 

MK.  HUGHES :  I  also  read  Section  XVI  of  Chapter  49  of 
the  Laws  of  1868,  as  amended  by  Chapter  87  of  the  Laws  of 
1874: 

"  Section  XVI.  On  the  first  day  of  January  in  each  year,  or 
within  sixty  days  thereafter,  a  valuation  of  the  assets  and  liabili- 
ties of  the  company  shall  be  made,  and  after  placing  to  the  credit 
of  the  stockholders  seven  per  cent,  of  the  amount  of  the  capital 
stock,  which  may  be  paid  to  the  stockholder  one-half  on  the  fifteenth 
day  of  May  and  the  remaining  one-half  on  the  fifteenth  day  of 
ISTovember,  and  after  providing  for  all  the  outstanding  liabilities 
of  the  company,  all  the  remaining  profits  or  surplus  shall  be  placed 
to  the  credit  of  the  policyholders, who  may  be  entitled  to  participate 
in  the  profits  or  surplus  of  the  company  in  proportion  to  the 
amount  of  premium  paid  respectively  as  hereinafter  provided, 
which  credit  may  be  represented  by  scrip,  subject  to  all  the  pro- " 
visions  of  this  charter,  but  no  credit  or  serip  shall  be  made  for  any 
fractional  part  of  a  dollar,  nor  shall  any  policyholder  be  entitled 
to  a  credit  for  profits  who  has  not  been  insured  for  three  full 
years  and  whose  policy  for  life  or  endowment  is  not  in  actual 
force  at  the  time," 
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I  read  Section  XX  of  Chapter  49  of  the  Laws  of  1868,  as 
amended  by  Chapter  SV  of  the  Laws  of  18Y4 : 

"  Section  XX.  When  the  gross  assets  of  the  company  shall 
amount  in  value  to  five  hundred  thousand  dollars,  it  shall  be  law- 
ful for  the  directors  to  retire  one-half  of  the  capital  stock  of  the 
company  by  payment  to  the  stockholders  of  one-half  of  the  par 
value  qi  the  stock  and  by  issuing  to  each  stockholder  on  such  pay- 
ment a  new  certificate  reducing  each  stockholder's  stock  one-half. 
Such  new  certificate  shall  represent  as  many  shares  as  did  the 
old  one,  and  each  share  of  the  new  stock  shall  be  of  the  par  value 
of  twenty-five  dollars." 

Q.  Are  you  able  to  state  whether  any  such  retirement  was  made  ? 
A.  That  was  done,  sir. 

Q.  That  was  done  in  exact  conformity  with  the  statute  ?  A.  T 
have  no  doubt  of  it.  The  capital  stock  is  one  hundred  thousand 
dollars  and  the  par  value  is  to-day  twenty-five  dollars. 

MR.  HUGHES :  I  read  Section  II  of  Chapter  437  of  the  Laws 
of  1893 : 

"  Section  II.  The  said  Metropolitan  Life  Insurance  Company 
is  hereby  authorized  and  empowered  from  time  to  time  to  in- 
crease its  capital  stock  to  an  amount  not  exceeding  two  millions 
of  dollars,  by  the  issue  of  additional  shares  of  the  par  value  of 
twenty-five  dollars  each,  said  additional  stock  to  be  paid  in  cash 
or  by  the  application  of  such  surplus  as  may  be  derived  from  the 
business  of  the  '  Industrial  Department.'  Such  increase  stock 
shall  be  apportioned  pro  rata  among  the  stockholders  of  record  at 
the  time  such  increase  is  made,  and  no  greater  cash  dividends  shall 
be  paid  upon  the  capital  stock  of  said  company  than  seven  per 
cent,  per  annum." 

Q.  Was  the  capital  stock  so  increased  ?     A.  Yes,  sir. 

Q.  And  what  is  the  present  amount  of  the  capital  stock?  A. 
Two  millions  of  dollars. 

Q.  And  what  is  the  dividend  permitted  upon  that  two  millions 
of  dollars?     A.  Seven  per  cent. 

MR  HUGHES :  I  now  read  the  amendment  of  SectFon  XIII 
of  Chapter  49  of  the  Laws  of  1868,  made  by  Chapter  492  of  the 
Laws  of  1902,  as  follows: 
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"  Section  'XIII.  At  every  election  of  directors  eacli  stockholder 
shal  be  entitled  to  one  vote  in  person  or  by  proxy,  and  for  each 
and  every  share  of  the  capital  stock  of  the  company  owned  and 
held  by  him  in  his  own  name  on  the  books  of  the  company,  and 
any  person  insured  for  one  year  before  any  election  for  the  whole 
term  of  life  in  the  company,  or  by  an  endowment  policy,  upon 
either  of  which  the  annual  premium  shall  not  be  less  than  one 
hundred  dollars,  shall  be  entitled  to  one  vote  in  person  or  by 
proxy,  provided  that  the  Board  of  Directors  may  further  extend, 
but  shall  not  curtail  the  right  of  voting  at  elections  for  members 
of  the  Board  of  Directors  to  any  class  or  classes  of  its  policy- 
holders, under  such  regulations  as  they  may  prescribe,  upon  ob- 
taining the  approval  of  the  Superintendent' of  Insurance  thereto 
in  writing." 

"  RESOLVED,  Section  1,  that  every  policyholder  in  this  com- 
pany whose  policy  shall  have  been  in  force  for  the  full  term  of  one 
year  before  and  shall  be  in  force  at  the  time  of  any  annual  meeting 
for  the  election  of  directors,  shall  have  the  right  of  voting  for 
members  of  the  Board  of  Directors,  provided  that  policyholder 
or  proxy  shall,  not  more  than  twenty  days  nor  less  than  ten  days 
before  the  date  of  such  election,  file  with  the  secretary  of  this  com- 
pany a  written  notice  of  intention  to  so  vote  at  such  annual 
election,  and  if  by  proxy,  a  copy  thereof." 
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KNOW  ALL  MEN  BY  THESE  PEESENTS  that  I,  the 

holder  of  policy  No.  ,  the  subscriber  thereto,  do  hereby 

constitute  and  appoint  JOHN  E.  HEGEMAN,  and  in  his  ab- 
sence or  omission  to  act  I  hereby  constitute  and  appoint  Haley 
Fiske,  my  attorney  and  agent,  for  me  and  in  my  name,  place  and 
stead,  to  vote  as  my  proxy  for  members  of  the  Board  of  Directors 
at  any  and  every  meeting  for  the  election  of  directors  of  the 
Metropolitan  Life  Insurance  Company  of  New  York  hereafter 
held,  and  to  do  and  perform  all  other  acts  and  things  incident 
thereto,  hereby  giving  my  said  attorney,  agent  and  proxy,  full 
power  of  substitution  and  revocation  thereof,  ^nd  hereby  ratify- 
ing and  confirming  all  that  my  said  attorney,  agent  and  proxy, 
shall  lawfully  do  or  cause  to  be  done  by  virtue  hereof, 
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This  power  and  proxy  is  to  continue  in  force  during  and  for 
the  period  of  ten  years  from  the  date  hereof.  This  proxy  is  rev- 
ocable at  my  pleasure. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  seal 
this  day  of  190  ,  at 

Signed  and  delivered  in  the  presence  of: 

(Blanks  for  signature  and  witness.) 
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DECLARATION  AND  CHARTER  OF  MUTUAL  RESERVE 
LIFE  INSURANCE  COMPANY. 

Insurance  Department,  April  17,  1902.     State  of  New  York. 

This  is  to  certify  that  the  Mutual  Reserve  Fund  Life  Associa- 
tion, a  corporation  originally  organized  under  and  by  virtue  of 
Chapter  267  of  the  laws  of  1875,  and  reincorporated  and  trans- 
acting business  under  Chapter  175  of  the  Laws  of  1883,  of  the 
State  of  New  York,  and  the  laws  amendatory  thereof  and  supple- 
mentary thereto,  has  duly  accepted  the  provisions  of  the  Act  of 
the  Legislature  of  the  State  of  New  York,  being  Chapter  690  of 
the  Laws  of  1892,  known  as  "  The  Insurance  Law "  and  thfe 
amendments  thereto,  and  in  conformity  with  the  same  has  duly 
adopted  the  following  amended  charter: 

ARTICLE   L 

The  name  of  the  corporation  shall  be  "  Mutual  Reserve  Life 
Insurance  Company." 

ARTICLE   IL 

The  Company  shall  be  located  and  its  principal  place  of  busi- 
ness shall  be  in  the  City  of  New  York,  in  the  State  of  New  York. 

ARTICLE  IIL 

The  business  of  the  Company  shall  be  insurance  upon  the  lives 
or  the  health  of  persons,  and  all  and  every  insurance  appertaining 
thereto,  the  making  of  endowments,  and  the  granting,  purchasing 
and  disposing  of  annuities,  such  kind  of  insurance  being  authorized 
uoder  subdivision  one  of  Section  70  of  "  The  Insurance  Law,'' 
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ARTICLE  IV. 

Section  1.  All  the  corporate  powers  of  the  Company  shall  be 
exercised  by  the  Board  of  Directors  and  such  officers  and  agents 
as  the  Board  may  elect  or  appoint. 

Section  2.  The  Board  of  Directors  shall  consist  of  twelve  per- 
sons, the  majority  of  whom  shall  be- citizens  and  residents  of  the 
State  of  ISTew  York,  elected  as  hereinafter  specified  and  as  in  the 
by-laws  provided. 

Section  3.  The  Directors  shall  continue  to  be  divided  into  four 
classes  of  three  each,  and  as  the  term  of  each  class  shall  expire,  its 
successors  shall  be  elected  at  the  annual  meeting  of  the  members 
for  the  term  of  four  years,  three  directors  to  be  elected  each  year. 
,  In  case  of  a  failure  to  elect  Directors  at  any  annual  meeting  of  the 
members,  the  Directors  whose  regular  term  of  office  does  not  then 
expire  shall  have  power,  acting  as  a  Board,  to  elect  directors  to 
fill  the  vacancies  caused  by  such  failure  to  elect ;  and  in  case  of  any 
vacancy  occurring  in  the  Board  at  any  time,  the  Board  of  Direc- 
tors shall  have  power  to  fill  such  vacancy  for  the  u^nexpired  term, 
a  majority  of  the  votes  of  a  quorum  of  the  then  existing  Board 
constituting  a  choice.  Any  retiring  Director  shall  be  eligible  for 
re-election. 

Section  4.  The  present  by-laws  of  the  corporation,  which  form 
part  of  its  contracts  with  its  members,  shall  continue  to  be  the 
by-laws  of  the  Company  unless  or  until  the  same  shall  be  revised 
or  amended^  in  the  manner  therein  provided, 

ARTICLE   V. 

Section  1.  The  annual  meeting  of  the  members  of  the  Com- 
pany shall  be  held  on  the  fourth  "Wednesday  in  January  of  each 
year,  at  which  meeting  the  election  of  Directors  shall  be  held. 
IS^ot  less  than  five  days'  notice  of  each  ai  nual  meeting  shall  be 
given  by  publication  of  the  notice  of  such  annual  meeting  for  three 
consecutive  days  at  least  five  days  prior  thereto  in  two  daily 
newspapers,  published  in  the  City  of  New  York.  All  such  elec- 
tions shall  be  by  ballot,  and  a  plurality  of  votes  so  cast  shall  elect. 
The  Board  of  Directors  shall  appoint  three  inspectors  for  each 
annual  election. 

Section  2.  At  every  annual  election  of  Directors  each  mem- 
ber of  the  Company  in  good  standing  shall  be  entitled  to  one 
vote,  in  person  or  by  proxy,  provided  that  no  vote  by  proxy  or 
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power  of  attorney  shall  be  accepted  unless  registered  with  the 
Secretary  of  the  Company  at  least  ten  days  before  the  election 
at  which  it  is  offered  and  such  proxy  must  at  the  time  be  a  member 
of  the  Company. 

Section  3.  The  regular  annual  meeting  of  the  Board  of  Direc- 
tors shkll  be  held  after  the  annual  meeting  of  members  at  which 
the  Board  of  Directors  shall  elect  a  President,  a  Vice-President, 
and  such  other  officers  as  may  be  prescribed  by  the  by-laws,  who 
shall  hold  their  respective  offices  for  the  terms  therein  mentioned. 

Section  4.  The  present  members  of  the  Board  of  Directors 
and  present  officers  of  the  corporation  shall  continue  to  be  such 
Directors  and  officers  until  the  expiration  of  the  respective  terms 
for  which  they  have  been  elected. 

ARTICLE  VI.  .  ~ 

Section  1.  The  Company  shall  have  no  capital  stock,  but  shall 
be  a  mutual  company. 

Section  2.  The  Board  of  Directors  shall,  within  two  months 
subsequent  to  the  first  day  of  January  in  each  year,  cause  an 
estimate  to  be  made  of  the  profits  and  true  state  of  the  affairs 
of  the  Company,  as  near  as  may  be,  for  the  preceding  year,  which 
estimate  and  the  individual  allotment  thereof,  shall  be  conclusive 
upon  all  persons  entitled  to  share  in  any  distribution  of  surplus 
which  shall  be  paid  or  credited  under  and  according  to  the  terms 
of  the  several  respective  policy  contracts. 

Section  3.  The  Board  of  Directors  shall  have  authority  to 
reserve  and  set  aside  such  an  amount  of  the  profit  in  excess  of 
the  reserve  required  by  law  to  be  held  and  maintained,  as  shall  in 
their  judgment  be  for  the  best  interests  of  the  Company. 

AETICLE  VII. 

No  persons  shall  incur  any  personal  liability  for  the  losses,  obli- 
gations, or  other  liabilities  of  his  Company  by  reason  of  being  a 
member  thereof,  or  a  policy  or  certificate  holder  therein. 

ARTICLE    VIII. 

The  Company  shall  be  entitled  to  have  and  eujoy  all  the  rights, 
privileges  and  provisions  of  existing  laws  which  might  be  in- 
cluded in  this  Charter  and  enjoyed  by  it,  if  it  were  originally 
incorporated  under  "  The  Insurance  Law  "  of  this  State, 
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AETIOLE  IX. 
The  charter  of  the  Company  shah  be  perpetual. 

IIST  WITNESS  WHEREOF,  the  corporation  has  caused  its 
corporate  seal  to  be  affixed  hereto  and  the  same  to  be  attested  by- 
its  president  and  secretary  this  twenty-fifth  day  of  February,  one 
thousand  nine  hundred  and  two. 

F.  A.  BUENHAM, 
[Seal.]  President. 

OHAKLES  W.  CAMP, 
Secretary. 
State  of  New  York,  ] 

(^ity  and  County  of  New  York,    S-  ss. : 
Borough  of  Manhattan,  j 

On  this  twenty-fifth  day  of  February,  one  thousand  nine  hun- 
dred and  two,  before  me  duly  appeared  Frederick  A.  Bumham 
and  Charles  W.  Camp,  each  personally  known  to  me,  and  thev 
severally  and  duly  acknowledged  the  execution  of  the  foregoing 
instrument  as  the  act  and  deed  of  the  aforesaid  corporation,  and 
each  being  by  me  duly  and  severally  sworn  each  for  himself  says 
that  the  said  Frederick  A.  Burnham  resides  in  the  Borough  of 
Manhattan  in  the  City,  County  and  State  of  New  York  and  is 
president  of  the  said  corporation,  and  the  said  Charles  W.  Camp 
that  he  resides  in  the  Borough  of  Queens,  County  of  Queens, 
City  of  New  York,  and  is- the  Secretary  of  the  said  cog)oration; 
that  the  seal  was  affixed  thereto  by  the  Secretary  in  pursuance  of 
authority  of  the  Board  of  Directors,  and  that  the  said  President 
and  Secretary  have  attested  the  same  by  their  signatures  in  pur- 
suance of  like  authority. 

SEWELL  T.  TYNG, 
[Seal.]  Notary  Public, 

New  York  County. 
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KNOW  ALL  MEN  BY  THESE  PRESENTS;  That  I  .  . 
of  .  .  .  State  of assured  under  cer- 
tificate or  policy  No.  in  the  Mutual  Reserve  Life  Insurance 
Company,  do  hereby  constitute  and  appoint  Frederick  A;  Bum- 
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Iram,  of  l^Tew  York,  State  of  T^Tew  York,  of  his  representative 
thereimder  duly  authorized,  or,  in  the  event  of  his  death,  the 
executive  committee  of  said  company,  or  a  majority  thereof,  my 
sole,  true  and  lawful  attorney  and  agent,  for  me  and  in  my  naine, 
place  and  stead,  to  vote  as  my  agent,  attorney  or  proxy,  according 
to  the  number  of  votes  I  would  be  entitled  to  cast  if  personally 
present  at  the  next  and  also  at  each  and  every  general,  annual 
or  special  meeting  of  the  said  Mutual  Keserve  Life  Insurance 
Company,  or  the  subscribers  or  members  thereof,  for  the  election 
,of  directors,  or  for  any  other  election  or  purpose  whatever. 

This  power  of  attorney  and  proxy  shall  be  valid  and  effectual, 
and  shall  continue  in  full  force  for  the  period  of  ten  years  from 
the  date  hereof,  or  until  at  least  thirty  days  after  a  notice  in  writ- 
ing expressly  revoking  or  suspending  the  same  shall  have  been 
delivered  to  the  Secretary  of  said  company. 

This  proxy  shall  not  be  operative  at  any  meeting  of  the  com- 
pany at  which  the  undersigned  is  present  in  person. 

IE  WITNESS  WHEREOF,  I  have  hereunto  set  my  hand  and 
seal,  this  day  of  One  thousand  nine  hundi-ed 

and     .     .     . 

(Sign  here)  (Seal) 

Signed  and  delivered  in 

the  presence  of 

Witness  to  signature. 
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MUTUAL  EESERVE  IJEE  INSURANCE  COMPANY. 

Erederick  A.  Burnham,  President. 

NOTICE. 

The  members  of  the  Mutual  Reserve  Life  Insurance  Company 
are  hereby  notified  that  the  twenty-fourth  annual  meeting  of  the 
company  will  be  held  at  the  ofiices  of  the  company.  Mutual  Re- 
serve Building,  305,  307  and  309  Broadw'ay,  New  York,  on  the 
fourth  Wednesday  (twenty-fifth)  of  January,  1905,  at  one  o'clock 
p.  M.,  at  whicli  meeting  an  election  of  three  directors  will  fake 
place  to  fill  the  vacancies  caused  by  expiration  of  terms  of  Fred- 
erick A.  Bumham,  George  D.  Eldridge  and  Elma  A.  Miller. 

CHARLES  W.  CAMP,  Secretary. 
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Exhibit   No.    16. 

ARTICLE  3.  The  capital  of  said  Company  shall  be  One  Hun- 
dred Thousand  Dollars  in  cash,  divided  into  One  Thousand  shares 
of  One  Hundred  Dollars  each ;  which  shall  be  personal  property, 
transferable  only  on  the  books  of  the  Company,  in  conformity 
with  its  By-Laws.  The  holders  of  the  said  Capital  Stock  may 
receive  a  semi-annual  dividend  on  the  stock  so  held  by  them,  not 
to  exceed  three  and  one-half  per  cent,  of  the  same,  such  dividends 
to  be  paid  at  the  times,  and  in  the  manner  designated  by  the 
Directors  of  said  Company.  The  earnings  and  receipts  of  said 
Company,  over  and  above  the  dividends,  losses  and  expenses,  shall 
be  accumulated. 

ARTICLE  4.  The  corporate  powers  of  said  Company  shall  be 
vested  in  a  Board  of  Directors,  and  shall  be  exercised  by  them, 
and  by  such  officers  and  agents  as  they  may  appoint,  and  from  time 
to  time  empower. 

The  Board  of  Directors  shall  consist  of  Fifty-two  persons,  a 
majority  of  whom  shall  be  citizens  of  the  State  of  ISTew  York,  each 
of  whom  shall  be  a  proprietor  of  at  least  five  shares  of  the  said 
Capital  Stock. 

The  Board  of  Directors  may,  previous  to  any  annual  election, 
and  after  giving  notice  at  the  previous  meeting  of  the  Board,  pro- 
vide for  diminishing  the  number  of  the  Directors  to  not  less  than 
Twenty-four,  in  which  case  one-fourth  of  the  total  number,  as  thus 
diminished,  shall  be  elected  annually,  in  the  same  manner  as  here- 
inafter provided,  in  regard  to  the  fifty-two  Directors  above  named ; 
and  the  same  powers  and  authority  shall  vest  in  said  Board  of 
Directors,  thus  diminished,  as  were  previously  exercised  by  the 
former  Board  of  Directors. 

Then  follows  a  list  of  the  persons  constituting  the  first  Board 
of  Directors. 

I  also  read  a  subsequent  paragraph  of  Article  i  as  follows : 

In  the  election  of  Directors,  every  stockholder  in  the  Com- 
pany shall  be  entitled  to  one  vote  for  every  share  of  stock  held  by 
him,  and  such  vote  may  be  given  in  person  or  by  proxy.  At  any 
time  hereafter,  the  Board  of  Directors,  after  giving  notice  at  the 
two  previous  stated  meetings  may,  by  a  vote  of  three-fourths  of 
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all  the  Directors,  provide  that  each  life  policyholder,  who  shall  be 
insured  in  not  less  than  Five  Thousand  Dollars,  shall  be  entitled 
to  one  vote  at  the  annual  election  of  Directors,  but  sueli  vote  shall 
be  given  personally  and  not  by  proxy. 

The  Board  of  Directors  shall  have  power  to  declare,  by  By-Law, 
what  number  of  Directors,  not  less  than  seven,  shall  constitute  a 
quorum  for  the  transaction  of  business. 

I  also  read 

ARTICLE  6.  The  insurance  business  of  the  Company  shall  be 
conducted  upon  the  mutual  plan. 

I  also  read  the  following  paragraph  of  Article  6 : 

"  The  officers  of  the  Company,  within  sixty  days  from  the  ex- 
piration of  the  first  five  years  from  December  31,  1859,  and  within 
the  first  sixty  days  of  every  subsequent  period  of  five  years,  shall 
cause  a  balance  to  be  struck  of  the  affairs  of  the  Company  which 
shall  exhibit  its  assets  and  liabilities,  both  present. and  contingent, 
and  also  the  net  surplus,  after  deducting  sufficient  amount  to 
cover  all  outstanding  risks  and  Qther  obligations.  Each  policy- 
holder shall  be  credited  with  an  equitable  share  of  the  said  surplus. 
Such  equitable  share,  after  being  ascertained,  shall  be  applied  to 
the  purchase  of  an  additional  amount  of  insurance  (payable  at 
death  or  with  the  policy  itself)  expressing  the  reversionary  value 
of  such  equitable  share  at  such  interest  as  the  Directors  may  desig- 
nate; or  if  any  policyholder  so  direct,  such  equitable  share  of 
surplus  shall  be  applied  to  the  purchase  of  an  annuity,  at  such 
rate  of  interest  as  the  Directors  shall  designate,  to  be  applied  in 
the  reduction  of  his  or  her  future  premiums.  In  case  of  death 
the  amount  standing  to  the  credit  of  the  party  insured  at  the  last 
preceding  striking  of  balance  as  aforesaid,  shall  be  paid  over  to 
the  person  entitled  to  receive  the  same,  and  the  proportion  of  sur-  ' 
plus  equitably  belonging  to  him  or  her,  at  the  next  subsequent 
striking  of  balance,  shall  also  be  paid,  when  the  same  shall  have 
been  ascertained  and  declared. 

In  case  of  the  death  of  any  party  insured  prior  to  passing  any 
period  for  striking  of  balance,  as  aforesaid,  the  Board  of  Directors 
may  provide  what  (if  any)  share  of  such  surplus  shall  be  paid  to 
such  person. 

The  officers  of  the  Company  within  the  first  thirty  days  after 
the  expiration  of  five  years  from  the  31st  day  of  December,  1859, 
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shall  cause  a  ^neral  balance  "statement  of  the  affairs  of  the  Com- 
pany to  be  made,  which  shall  be  open  to  the  inspection  of  any 
policyholder  for  sixty  days  during  the  usual  hours  of  business. 
Said  statement  shall  show  the  amounts  received  during  the  pre- 
ceding five  years  for  premiums,  interest  and  annuities,  and  also 
the  amounts  paid  during  the  same  time  for  losses,  expenses  and 
otherwise,  and  the  balance  remaining  in  the  treasury,  together 
with  the  manner  in  which  the  same  is  invested." 


Exhibit   No.    17. 

THIS  INDENTURE,  made  the  17th  day  of  September  in 
the  year  of  our  Lord  one  thousand  eight  hundred  and  ninety-five 
by  and  between  Henry  B.  Hyde,  of  Islip,  Long  Island,  in  the 
State  of  New  York,  party  of  the  first  part,  and  Louis  Fitzgerald, 
John  Sloane,  Marcellus  Hartley,  James  W.  Alexander,  Ohauncey 
M.  Depew,  Annie  F.  Hyde  and  Thomas  D.  Jordan,  parties  of  the 
second  part,  WITNESSETH : 

WHEREAS,  the  party  of  the  first  part  has  this  day  delivered 
to  the  parties  of  the  second  part  certain  certificates  of  stock  of 
five  hundred  and  two  shares  of  the  Capital  Stock  of  the  Equitable 
Life  Assurance  Society  of  the  United  States  (hereinafter  called 
"The  Society"),  the  said  certificates  being  severally  and  re- 
spectively dated  and  numbered  as  in  the  schedule  hereto  annexed, 
and  being  in  the  names  of  the  several  persons  and  for  the  number 
of  shares  stated  in  the  said  schedule  with  respept  to  each,  and  the 
said  certificates  being  severally  endorsed  with  assignments  and 
powers  of  attorneys  signed  by  the  persons  to  whom  such  certificates 
were  issued. 

NOW  THIS  INDENTURE  WITNESSETH  that  the  party 
hereto  of  the  first  part  has  conveyed,  assigned,  transferred  and 
set  over,  and  by  these  presents  does  convey,  assign,  transfer  and 
set  over  the  said  certificates  and  the  shares  of  stock  mentioned  in 
the  said  certificate  to  the  said  parties  of  the  second  part  and  the 
survivors  and  survivor  of  them  and  their  successors  and  assigns 
(hereinafter  called  "the  trustees"),  as  joint  tenants  and  not  as 
tenants  in  common,  to  have  and  to  hold  the  same,  IN  TRUST, 
nevertheless,  and  upon  the  trusts  and  to  and  for  the  uses  and 
purposes  and  subject  to  the  conditions  hereinafter  expressed. 
2 
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I.  The  trustees  shall  hold  and  stand  possessed  of  the  Baid  shares 
of  stock  mentioned  in  the  said  certificate  and  may  from  time  to 
time  and  as  often  as  they  may  deem  expedient,  ca.nse  th«  said 
certificates  or  any  new  certificates  issued  at  any  time  in  th*  place 
or  stead  of  those  mentioned  in  the  annexed  schedule  to  be  trans- 
ferred to  their  own  names,  or  to  the  name  ot  names  of  either  of 
them  or  of  any  one  or  more  of  their  number,  or  to  the  name  or 
names  of  any  other  person  or  persons  who  may  be  designated  by 
the  trustees. 

II.  The  trustees  shall  from  time  to  time,  by  a  vote  of  the  ma- 
jority of  the  trustees  for  the  time  being  designate  some  person 
(who  need  not  necessarily  be  one  of  their  number)  who  shall  be 
empowered  to  vote  upon  all  of  the  said  shares  of  stock  at  any  and 
all  meetings  of  the  Society;  and  the  trustees  shall  cause  to  be 
delivered  to  the  person  designated  by  them  for  such  purpose,  all 
such  proxies  or  powers  of  attorney  in  due  form  of  law  as  shall  be 
necessary  to  enable  him  to  vote  upon  all  the  shares  of  stock  held 
by  the  trustees;  and  they  may  from  time  to  time  revoke  such 
designation  and  substitute  another  person  in  the  place  and  stead 
of  the  one  so  designated;  but  after  the  said  James  Hazen  Hyde 
shall  attain  the  age  of  twenty-one  years  he  shall  be  empowered 
.to  vote  upon  the  said  shares  and  shall  receive  and  hold  the  said 
proxies  and  powers  of  attorney,  and  the  powers  conferred  upon 
the  trustees  under  this  paragraph  shall  be  operative  only  in  case 
of  the  refusal  by  the  said  James  Hazen  Hyde  to  act,  or  in  case  of 
his  inability  or  absence  from  the  United  States. 

III.  The  Trustees  may  also  from  time  to  time,  by  a  vote  of  the 
majority  of  the  trustees  for  the  time  being,  designate  some  person 
(who  need  not  necessarily  be  one  of  their  number)  who  shall 
be  empowered  to  collect  and  receive  all  income,  profits  and  divi- 
dends which  may  become  due  or  payable  upon  the  said  shares, 
of  stock,  and  who  shall  apply  the  saxne  under  the  direction  of  the 
trustees  to  the  uses  and  in  the  m-anner  hereinafter  provided ;  and ' 
the  trustees  shall  cause  to  be  delivered  to  the  person  designated 
by  them  for  such  purpose  all  such  orders  or  powers  of  attorney 
or  other  instruments  as  may  be  necessary  to  enable  him  to 
collect  and  receive  the  said  income,  profits  and  dividends  and 
they  may  from  time  to  time  revoke  such  designation  and  substi- 
tute another  person  in  the  place  of  the  one  so  designated;. 
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IV.  The  trustees  stall  cause  all  the  certificates  for  the  shares 
hereinbefore  mentioned,  and  all  new  certificates  issued  at  any 
time  in  the  place  or  stead  of  any  of  those  mentioned  in  the  an- 
nexed schedule  to  be  kept  together  in  a  secure  place ;  each  certifi- 
cate being  duly  endorsed  with  an  assignment  and  power' of  attor- 
ney in  blank  executed  by  the  person  or  persons  to  whom  each 
certificate  is  issued. 

V.  At  all  meetings  of  the  said  society  the  person  so  as  afore- 
said designated  or  appointed  by  the  said  trustees  to  vote  upon 
the  said  shares,  shall  vote  in  acordance  with  the  instructions  of 
a  majority  of  the  trustees  for  the  time  being;  and  all  questions 
with  relation  to  the  meaning  of  this  indenture,  to  the  custody 
or  place  of  deposit  of  the  said  stock  certificates,  the  execution  of 
assignments,  proxies,  orders  or  powers  of  attorney,  to  the  selec- 
tion of  persons  to  whom  any  new  certificates  shall  be  issued,  to 
the  transfer  of  such  shares,  and  to  the  designation  of  persons- and 
powers  to  vote  on  such  shares  and  to  collect  the  income,  profits 
and  divi<Jends  thereof,  shall  be  decided  by  a  majority  of  the 
trustees  for  the  time  being  at  a  meeting  regularly  called  as  here- 
inafter provided. 

But  after  the  said  James  Hazen  Hyde  shall  attain  the  age  of 
twenty-one  years,  no  votes  shall  be  cast  upon  the  said  shares  at 
any  election  of  the  Equitable  Assurance  Society  except  for  a 
person  approved  by  the  said  James  Hazen  Hyde. 

VI.  The  trustees  shall  pay  and  deliver,  or  cause  to  be  paid 
and  delivered,  all  of  the  net  income,  profits  and  dividends  of  the 
said  shares  of  stock  to  the  said  Henry  B.  Hyde,  the  party  hereto 
of  the  first  part,  during  his  life;  and  from  and  after  his  death 
they  shall  pay  and  deliver  the  same,  or  cause  it  to  be  \  paid  and 
delivered,  to  James  Hazen  Hyde  (the  son  of  the  party  of  the  first 
part)  during  his  life  or  until  he  attains  the  age  of  thirty  years. 

But  if  the  said  James  Hazen  Hyde  shall  have  attained  the  age 
of  thirty  years  during  the  lifetime  of  his  father,  the  party  hereto 
of  the  first  part,  then  and  in  that  event  this  trust  shall  terminate 
immediately  upon  the  death  of  the  party  of  the  first  part,  and  all 
the  property  then  held  by  the  trustees  shall  forthwith  vest  abso- 
lutely in  him,  the  said  James  Hazen  Hyde. 

VII.  Upon  the  death  of  the  said  Henry  B.  Hyde,  leaving  the 
said  James  Hazen  Hyde  him  surviving  the  trustees  shall  con- 
tinue to  hold  and  stand  possessed  of  the  certificates  of  stock  then 
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in  their  hands,  and  all  money  or  other  trust  property  of  whldi 
they  may  then  be  possessed  under  and  by  virtue  of  this  indenture 
for  the  uses  and  purposes  hereinafter  expressed,  but  if  the  said 
James  Hazen  Hyde  should  die  before,  or  upon  the  same  day  with 
the  said  Henry  B.  Hyde,  then  and  in  that  event  the  trustees  shall  • 
pay  over  and  deli\er  all  of  the  said  certificates  of  stock  and  other 
property  to  such  person  or  persons  as  the  said  Henry  B.  Hyde 
may  by  his  last  will  and  testament  appoint,  and  in  default  of  ap- 
pointment, to  the  next  of  kin  of  the  said  Henry  B.  Hyde.  If  the 
eaid  James  Hazen  Hyde  should  survive  his  father,  the  party  hereto 
of  tbe  first  part,  and  should  be  under  the  age  of  thirty  years  at  the 
time  of  the  death  of  the  party  hereto  of  the  first  part,  then  and  in 
that  event  the  trust  hereby  created  shall  continue  during  thQ  life- 
time of  the  said  James  Hazen  Hyde,  or  until  he  attains  the  age 
of  thirty  years.  And  upon  the  death  of  the  said  James  Hazen 
Hyde,  or  upon  his  attaining  the  age  of  thirty  years,  whichever 
event  shall  first  happen,  the  trust  hereby  created  shall  cease  and 
determine  and  the  trustees  shall  forthwith  pay  over  and  deliver 
all  of  the  certificates  of  stock  then  in  their  hands,  and  all  rponey 
or  other  trust  property  of  which  they  may  then  be  possessed  under 
and  by  virtue  of  this  indenture  to  the  said  James  Hazen  Hyde, 
if  living,  or,  if  the  said  trust  be  terminated  by  his  death,  to  such 
person  or  persons  as  he  may,  by  his  last  will  and  testament  ap- 
point, and  in  default  of  appointment,  to  the  eldest  made  child  of 
the  said  James  Hazen  Hyde,  and  if  he  leaves  no  male  child  him 
surviving,  then  to  Annie  F.  Hyde,  the  wife  of  Henry  B.  Hyde, 
and  if  she  be  dead,  then  to  the  next  of  kin  of  James  Hazen  Hyde. 

VIII.  The  trust  hereby  created  may  be  terminated  at  any  timti 
by  the  party  hereto  of  the  first  part  (during  his  lifetime)  by  giv- 
ing notice  in  writing  to  the  trustees  for  the  time  being;  and  im- 
mediately upon  the  service  of  such  notice  the  trustees  shall  forth- 
with convey,  assign,  transfer  and  set  over  the  said  shares  of  stock 
and  deliver  all  the  certificates  of  stock  then  in  their  hands,  and 
all  money  and  other  trust  property  of  which  they  may  then  be 
possessed  under  and  by  virtue  of  this  indenture,  to  the  party  of  ' 
the  first  part,  or  to  any  person  or  persons  whom  he  may  designate 
in  writing. 

IX.  When  the  said  James  Hazen  Hyde  attains  the  age  of  twen- 
ty-one years  he  shall  forthwith  be  and  become  a  trustee  under  this 
indenture  in  all  respects  as  if  he  had  been  named  herein  as  one  of 


Exhibits  —  Part.  I.  37 


the  parties  hereto  of  the  second  part,  and  had  executed  this  in- 
denture, notwithstanding  the  number  of  trustees  may  thereby 
be  increased  above  seven,  and  thereafter  no  person  shall  be  chosen 
a  trustee  except  with  the  consent  and  approval  of  the  said  James 
Hazen  Hyde.  But  after  the  said  James  Ha2;en  Hyde  shall  attain 
the  age  of  twenty-one  years,  the  first  vacancy  occuring  thereafter 
shall  not  be  filled  unless  such  \  acaney  shall  reduce  the  whole 
number  of  trustees  below  seven.  As  soon  as  the  said  James  Hazen 
Hyde  attains  the  age  of  twenty-five  years  the  above  named  John 
Sloane,  Marcellus  Hartley,  Chauncey  M.  Depew,  Annie  F.  Hyde, 
or  Thomas  D.  Jordan,  or  their  several  or  respective  successors  in 
office,  shall  cease  to  be  trustees  under  this  agreement,  and  the 
only  trustees  hereunder  shall  from  thenceforth  and  until  the  termi- 
nation of  the  trust  be  the  above  named  Louis  Fitzgerald  and 
James  W.  Alexander  (or  their  several  successors  in  the  trust) 
and  the  said  James  Hazen  Hyde.  It  is  the  intention  of  this  in- 
deiiture  that  the  nuniber  of  trustees  shall  always  be  held  at  seven 
until  the  said  James  Hazen  Hyde  attains  the  age  of  twenty-fi\e 
years,  except,  upon  the  coming  of  age  of  the  said  James  Hazen 
Hyde,  when  the  number  of  trustees  may  temporarily  be  increased 
to  eight,  as  hereinbefore  provided ;  and  that  when  the  said  James 
Hazen  Hyde  attains  the  age  of  twenty-five  (25)  years,  the  nuniber 
of  trustees  shall  immediately  be  reduced  to  three,  and  shall  con- 
tinue to  be  kept  at  three,  until  the  termination  of  the  trust. 

X.  In  case  of  the  death  or  resignation  of  the  above  named  James 
W.  Alexander,  if  his  son,.  Henry  Martyn  Alexander,  Jr.,  be  living, 
the  said  Henry  Martyn  Alexander,  Jr.,  shall  immediately  become 
a  trustee  hereunder,  with  all  the  powers  and  duties  in  all  respects 
as  though  he  had  been  named  herein  as  one  of  the  parties  hereto 
of  the  second  part  and  had  executed  this  indenture. 

XI.  Any  other  vacancy  occurring  in  the  numbe.r  of  the  said 
trustees,  by  death,  resignation  or  any  other  cause,  shall  be  filled 
by  the  remaining  trustees,  who  shall,  by  a  writing  under  their 
hands  and  seals,  designate  and  appoint  a  new  trustee  in  the  place 
of  the  one  dying,  resigning,  or  ceasing  from  any  cause  to  act ;  and 
the  person  or  persons  so  chosen  to  fill  vacancies  shall,  upon  the 
execution  of  said  paper,  have  the  same  rights,  powers  and,  duties 
in  all  respects,  and  shall  be  vested  with  the  same  title  to  the 
property  held  in  trust  under  the  indenture,  as  though  he  or  they 
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had  been  named  herein  as  a  party  hereto  of  the  second  part  and 
had  executed  this  indenture. 

XII.  The  action  of  a  majority  in  number  of  the  trustees  for  the 
time  being  shall  be  binding  in  any  matter  arising  under  the  in- 
denture, but  no  trustee  shall  be  liable  for  the  acts  or  defaults  of 
his  co-trustees  to  which  he  has  not  assented. 

XIII.  The  trustees  shall  receive  a  compensation  of  twenty  (20) 
dollars  a  meeting  each  for  their  services  so  long  as  the  said  trust 
continues,  and  upon  the  termination  of  this  trust,  whether  by  tho 
death  of  the  said  Henry  B.  Hyde  or  James  Hazen  Hyde,  or  upon 
the  said  James  Hazen  Hyde  attaining  the  age  of  thirty  years,  th< 
trustees  at  the  time  of  such  termination  shall  receive  the  further 
sum  of  one  hundred  dollars  ($100)  each  for  paying  over  aad  de- 
livering certificates  or  other  property  then  in  their  hands  to  be  in 
full  of  all  claims  or  demands  for  compensation ;  and  in  case  the 
trust  is  terminated  by  notice  by  the  said  Henry  B.  Hyde  in  his 
lifetime,  the  trustees  shall  only  receive  the  annual  payment  above 
specified  up  to  the  time  of  service  of  the  notice  to  terminate  the 
trust  and  they  shall  not  receive  any  further  sum  for  paying  over 
or  delivering  the  same.  All  the  foregoing  provisions  in  referencti 
to  compensation  are  in  the  place  and  stead  of  comrnissions  or  other 
compensation  for  the  services  of  the  trustees  under  this  indenture. 

XIV.  It  is  understood  and  agreed  by  and  between  the  parties 
hereto  to  be  the  fact  that  the  said  James  Hazen  Hyde  was  born- 
on  the  6th  day  of  June,  1876. 

And  this  indenture  further  witnesseth,  that  the  parties  hereto 
do  hereby  accept  and  agree  to  carry  out  the  terms  of  the  said  trust 
as  hereinbefore  set  forth,  and  to  perform  the  duties  and  obliga- 
tions imposed,  upon  them  hereby;  and  the  said  parties  of  the 
second  part  do  further  agree  that,  in  case  the  said  James  Hazen 
Hyde  shall  survive  the  party  hereto  of  the  first  part,  the  parties 
of  the  second  part  and  their  successors  will  use  all  reasonable 
efforts  to  induce  the  said  James  Hazen  Hyde  upon  his  attaining 
the  age  of  thirty  years  and  upon  the  termination  of  this  trust, 
to  make  a  new  settlement  of  the  stock  and  property  bereinbefare 
described  and  in  such  manner  that  the  same  may  continue  so  long 
as  lawfully  may  be,  to  be  held  and  controlled  by  suitable  trustees 
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and  to  be  preserved  for  the  benefit  of  the  children  of  the  said 
James  Hazen  Hyde  after  his  death. 

IE"  WITNESS  WHEREOF,  the  parties  hereto  have  to  these 
presents  executed  in  duplicate,  interchaugeably,  set  their  hands 
and  seals,  the  day  and  year  first  above  vyritten. 

H.  B.  HYDE.  J.  W.  ALEXANDER. 

LOUIS  FITZGERALD.  OHAUNCEY  M.  DEPEW. 

JOHN  SLOANE.  ANNIE  F.  HYDE. 

M.  HAHTLEY.  THOMAS  D.  JORDAN. 


Exhibit   Xo.    18. 

WHEREAS  on  or  about  the  I7th  day  of  September,  1895, 
Henry  B.  Hyde,  then  of  Islip,  Long  Island,  now  deceased,  by 
indenture  dated  on  this  day,  conveyed,  assigned,  transferred  and 
set  over,  upon  the  trusts  and  subject  to  the  limitations  and  con- 
ditions therein  contained,  certain  personal  property  unto  John 
Sloane,  Louis  Fitzgerald,  Marcellus  Hartley,  James  W.  Alexan- 
den,  Chauncey  M.  Depew,  Annie  F.  Hyde  and  Thomas  D.  Jordan ; 

AND  WHEREAS  in  said  indenture  it  is,  among  other  things, 
provided  in  Article  X  thereof  as  follows: 

That  any  other  vacancy  occurring  in  the  number  of  said  trus- 
tees by  death,  resignation  or  any  other  cause,  shall  be  filled  by 
the  remaining  trustees,  vyho  shall,  by  a  writing  under  their  hands 
and  seals,  designate  and  appoint  a  new  trustee  in  the  place  of  the 
one  dying,  resigning  or  ceasing  from  any  cause  to  act,  and  that 
such  persons  so  appointed  shall  have  the  same  powers,  rights  and 
duties  in  all  respects,  and  be  vested  with  the  same  title  to  the 
property  held  in  trust  under  said  indenture  as  though  originally 
named  as  a  party  thereto ; 

AND  WHEREAS,  heretofore,  and  on  the  14th  day  of  January, 
1903,  Louis  Fitzgerald,  James  W.  Alexander  and  James  Hazen 
Hyde  were  the  sole  surviving,  qualified  and  acting  trustees  and 
parties  of  the  second  part  under  said  indenture ; 

AND  WHEREAS,  upon  the  said  14th  day  of  January,  1903, 
the  said  Louis  Fitzgerald  duly  tendered  in  writing  his  resignation 
as  such  trustee,  which  said  resignation  has  been  accepted  by  the 
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said  James  W.  Alexander  and  James  Hazen  Hyde  as  trustees, 
leaving  a  vacancy  in  the  number  of  trustees, 

NOW,  THEREFORE,  under  and  by  virtue  of  the  power  and 
authority  conferred  by  said  indenture  or  deed  of  trust,  we,  the 
undersigned  James  W.  Alexander  and  James  Hazen  Hyde,  sole 
surviving,  qualified  and  acting  trustees  thereunder,  do,  by  this 
vi'riting  under  their  hands  and  seals,  designate  and  appoint  Wil- 
liam H.  Mclntyre.as  a  new  trustee  in  the  place  and  stead  of  the 
said  Louis  Fitzgerald,  resigned,  to  have  the  same  rights,  powers 
and  duties  in  all  respects,  and  to  become  and  remain  vested  with 
the  same  title  to  the  property  held  in  trust  under  said  indenture 
as  though  he  had  been  named  therein  as  a  party  thereto  of  the 
second  part  and  had  executed  said  original  indenture. 

IN  WITNESS  WHEREOF  we  have  hereunto  set  our  hands 
and  seals  this  fourteenth  day  of  January,  1903. 

JAMES  W.  ALEXANDER, 
JAMES  H.  HYDE. 

(Certificate  of  acknowledgment.) 


Exhibit  No.    19. 

AN  AGREEMENT  made  this  eighth  day  of  June,  in  the  year 
One  thousand  nine  hundred  and  five,  between  Jam6s  Hazen  Hyde, 
Annie  F.  Hyde,  Mary  E.  Ripley,  and  the  said  James  Hazen  Hyde 
and  William  H.  Mclntyre,  as  trustees,  hereinafter  called  the 
vendors,  parties  of  the  first  part,  and  Thomas  F.  Ryan,  individ- 
ually and  as  representing  certain  undisclosed  policy  holders  of  the 
Equitable  Life  Assurance  Society,  hereinafter  called  the  pur- 
chaser, party  of  the  second  part : 

WHEREAS,  the  vendors  together  own  the  legal  title  and  ben- 
eficial interest  in  and  to  at  least  five  hundred  and  one  (501)  shares 
of  the  capital  stock  of  the  Equitable  Life  Assurance  Society  (here- 
inafter called  the, Society)  under  the  terms  of  a  certain  deed  of 
trust  bearing  date 

It  is  hereby  covenanted  and  agreed  between  the  parties  hereto 
as  follows : 

FIRST :  The  parties  of  the  first  part  hereby  sell  and  deliver  and 
the  party  of  the  second  part  hereby  purchases  certificates  for  five 
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hundred  and  one  (501)  shares  of  the  capital  stock  of  the  Socletv 
out  of  a  total  authorized  outstanding  issue  of  one  thousand  shares 
of  the  par  value  of  one  hundred  dollars  per  share. 

SECOISTD:  The  purchase  price  for  said  shares  of  stock  shall  k, 
the  sum  of  Two  Million  five  hundred  thousand  dollars  ($2,500,- 
000)  to  be  paid  in  cash  at  the  time  of  the  execution  and  deli\ery 
of  this  agreement,  the  receipt  v^hereof  is  hereby  acknowledged. 

IlSr  "WITNESS  WHEREOF,  the  parties  hereto  have  hereunder 
set  their  hands  and  seals  the  day  and  year  first  above  written. 

James  H.  Hyde, 

Thomas  E.  Ryan, 
Wm.  H.  Mclntyre         Individually  and  for  his  associates 
W.  B.  Bremner  Annie  F.  Hyde 

Mary  B.  Eipley. 


Exhibit   No.   20. 

ISTew  York,  June  9,  1905. 

In  consideration  of  one  dollar  to  each  of  us  in  hand  paid,  the 
receipt  whereof  is  hereby  acknowledged,  we  do  hereby  severally 
assign,  transfer  and  set  over  unto  James  H.  Hyde  all  of  our  and 
each  of  our-  right,  title  and  interest  to  and  in  all  the  shares  of 
capital  stock  of  The  Equitable  Life  Assurance -Society  of  the 
United  States  now  held  in  trust  by  James  W.  Alexander,  James  H. 
Hyde  and  William' H.  Mclntyre  as  trustees  under  a  deed  of  trust 

made  by  Henry  B.  Hyde  and  dated  the day  of 

and  to  and  in  all  the  proceeds  of  the  sale  thereof. 

Signed,  sealed  and  delivered 

in  the  presence  of:  Annie  F.  Hyde  (Seal) 

0,  F,  Williamson.     Mary  B.  Eipley  (Seal) 
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In  consideration  of  'One  dollar  to  me  in  hand  paid  by  Thomas 
F.  Kyan,  of  Oak  Ridge,  Virginia,  I  hereby  sell,  assign,  transfer 
and  set  over  to  the  said  Thomas  F.  Ryan  all  my  right,  title  and  in- 
terest in  remainder,  in  and  to  five  hundred  and  two  (502)  shares 
of  the  capital  stock  of  the  Equitable  Life  Assurance  Society  of  the 
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United  States  assured  to  me  on  and  after  the  sixth  day  of  June, 
1906,  by  that  certain  indenture,  dat«d  the  lYth  day  of  Septemher, 
1895,  by  and  between  Henry  B.  Hyde,  of  Islip,  party  of  the  .first 
part,  and  Louis  Fitzgerald,  John  Sloane,  Marcellus  Hartley, 
James  W.  Alexander,  Chauncey  M.  Depew,  Annie  F.  Hyde  and 
Thomas  D.  Jordan,  parties  of  the  second  part  and  as  well  all  my 
right,  title  and  interest  in  and  to  the  said  five  hundred  and  two 
(502)  shares  of  stock  assigned  and  conveyed  to  me  by  my  mother, 
Annie  E.  Hyde,  widow  of  the  said  Henry  B.  Hyde,  and  my  sister, 
Mary  B.  Ripley,  widow  of  the  late  Sidney  Dillon  Ripley,  on  or 
about  the  9th  day  of  June,  1905. 

For  the  better  assurance  to  the  said  Thomas  F.  Ryan  of  the 
rights,  title  and  interests  aforesaid  I  am  about  to  subscribe  and 
publish  simultaneously  herewith  and  bearing  date  this  day  a  codi- 
cil to  my  Last  Will  and  Testament,  whereby  I  execute  the  Power 
of  Appointment  in  respect  of  the  said  stock  vested  in  me  by  the 
seventh  article  of  the  said  indenture  of  September  17,  1905,  in 
favor  of  the  said  Thomas  F.  Ryan,  and  for  divers  valuable  con- 
siderations to  me  moving  I  hereby  covenant  that  I  will  not  revoke 
the  said  appointment  or  make  any  further  or  other  appointment 
in  respect  of  the  said  stock  or  any  part  thereof. 

AND  I  FURTHER  COVEE'ANT  AND  AGREE  to  and  with 
the  said  Thomas  F.  Ryan  that  in  case  of  any  breach  by  me  of  the 
covenant  last  aforesaid  the  said  Ryan  may  at  his  option  recover 
from  me,  my  heirs,  executors  and  administrators  the  damage 
suffered  by  him,  or  return  the  said  stock  and  recover  from  me, 
>my  executors  and  administrators  the  full  sum  of  Two  million 
five  hundred  thousand  dollars  ($2,500,000.) 

AND  I  FURTHER  COVENANT  AND  AGREE  with  the 
said  Thomas  F.  Ryan  to  execute  hereafter  such  further .  convey- 
ances and  appointments  as  may  be  reqviired  by  the  said  Thomas 
F.  Ryan,  his  executors,  administrators  or  assigns,  for  the  further 
assuring  to  the  said  Thomas  F.  Ryan,  his  executors,  administra- 
tors or  assigns,  the  said  shares  of  stock. 

IN  WITNESS  WHEREOF,  I  hereto  set  my  hand  and  seal 
this  tenth  day  of  June,  1906. 

James  H.  Hyde  (Seal) 
In  the  presence  of 

W.  0.  Gulliver. 
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Exhibit  No.   22. 

KNOW  ALL  MEN  BY  THESE  PEESENTS,  that  we, 
James  H.  Hyde,  William  H.  Mclntyre  and  Wilfred  E.  Bremner, 
Trustees,  do  hereby  constitute  and  appoint,  Thomas  E.  Kyan, 
irrevocably  Attorney  and  Agent  with  power  of  substitution  for  us 
and  in  our  names,  place  and  stead,  to  vote  as  our  proxy  at  the 
next  and  any  future  meetings  of  the  stockholders  of  The  Equitable 
Life  Assurance  Society  of  the  United  States  for  the  election  of 
Trustees,  or  for  the  transaction  of  any  other  business,  according  to 
the  number  of  votes  we  should  be  entitled  to  vote  if  then  personally 
present. 

IN  WITNESS  WHEREOE,  we  have  hereunto  set  our  hands 
and  seals  at  New  York,  the  tenth  day  of  June,  1905. 
Signed,  sealed  and  delivered  in  presence  of 

Bkohsoh  Winthsop^  James  H.  Hyde, 

Wm.  H.  McIntybe,     Trustees. 
W.  E.  Bbemnee, 


Exhibit   No.   23. 

I,  JAMES  HAZEN  HYDE,  of 'the  Town  of  Islip,  County  of 
Suffolk,  State  of  New  York,  do  hereby  make,  publish  and  declare 
this  as  and  for  a  Codicil  to  my  Last  Will  and  Testament,  dated  the 
28th  day  of  January,  1905,  but  except  as  modified  by  this  Codici] 
I  hereby  in  all  respects  confirm  my  said  Will,  to  wit : 

EIE.ST. 
WHEREAS,  I  have  simultaneously  herewith  sold  to  Thomas 
F.  Ryan  and  associates  Five  hundred  and  two  (502)  shares  of  the 
capital  stock  of  the  Equitable  Life  Assurance   Society  of  the 
United  States ;  and 

WHEREAS,  said  sale  was  and  is  made  upon  the  condition, 
among  othei  things,  that  I  make  this  Codicil  to  my  Will  irrev- 
ocable, and  was  and  is  made  in  consideration,  among  othei 
tjjings,  of  my  making  this  Codicil  to  my  Will  irrevocable,  I  hereb,^ 
dediire  this  Codicil  to  be  irrevocable,  and  agree  to  deliver  the 
same  simultaneously  with  the  closing  of  the  said  sale  to  Thomas 
F.  Ryan  for  himself  and  his  said  associates. 
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SEOOl^D. 

WHEKEAS,  said  shares  of  stock  so  sold  were  the  subject  of  a 
certain  trust  deed  or  indenture  dated  the  lYth  day  of  September, 
1895,  between  my  father,  Henry  B.  Hyde,  and  Louis  Fitzgerald 
and  others,  and  were  by  said  trust  deed  assigned  and  transferred 
by  the  said  Henry  B.  Hyde  to  the  said  Louis  Eitzgerald  and  others 
in  said  trust  deed  or  indenture  named,  under  and  upon  the  trusts 
therein  expressed ;  and 

WHEREAS,  under  and  by  virtue  of  the  seventh  clause  of  said 
trust  deed  a  power  of  appointment  was  under  certain  conditions 
reserved  to  me  to  be  exercised  by  me  by  my  Last  Will  and  Testa- 
ment: 

NOW,  THEEEFOEE,  in  the  place  and  stead  of  any  disposi- 
tion of  the  said  shares  of  stock  heretofore  made  by  me  in  any 
manner  whatsoever,  and  especially  in  my  Last  Will  and  Testa- 
ment and  under  the  power'  given  to  me  by  said  trust  deed  or  agree- 
ment, and  as  a  part  and  in  confirmation  of  my  said  sale  to  Thomas  , 
F.  Ryan  and  associates,  I  hereby  direct  and  appoint  that  upon 
my  death  the  trustees  in  said  deed  or  agreement  named,  or  their 
survivors,  or  their  successors  or  assigns,  transfer  and  deliver  all 
the  said  five  hundred  and  two  shares  of  stock  to  the  said  Thomas 
F.  Ryan,  if  living,  and  if  he  is  not  then  living  to  such  person  or 
persons  as  he  shall  in  writing  and  under  seal  designate,  said  shares 
of  stock  to  be  and  become  the  absolute  property  of  the  said  Thomas 
F.  Ryan,  or  of  his  said  appointee  or  appointees  as  the  case  may 
be,  and  I  hereby  revoke  all  and  every  disposition,  appointment  or 
designation  heretofore  made  by  me  of  or  in  respect  to  said  shares 
of  stock  in  my  Last  Will  and  Testament. 

THIRD.  , 

I  hereby  expressly  revoke  the  appointment  as  executors  of  the 
persons  named  in  my  said  Last  Will  and  Testament,  and  in  place 
and  stead  of  the  persons  so  appointed  in  and  by  said  Last  Will 
and  Testament,  I  hereby  make,  constitute  and  appoint  my  mother, 
Annie  F.  Hyde,  and  my  friends  William  H.  Mclntyre  and  Henry 
Rogers  Winthrop  as  Executrix  and  Executor  of  and  Tlriisteea 
under  my  said  Last  Will  and  Testament  and  of  this  Codicil 
thereto. 
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FOUETH. 

I  hereby  revoke  all  previous  codicils  to  my  Last  Will  and 
Testament. 

IN  TESTIMONY  WHEKEOF,  I,  the  said  JAMES  HAZEN 
HYDE,  have  to  this  Codicil,  consisting  of  three  sheets  of  paper, 
to  my  said  Last  Will  and  Testament  set  nay  hand  and  affixed  my 
seal  this  tenth  day  of  June,  One  thousand  nine  hundred  and  five. 

JAMES  H.  HYDE. 

Signed,  ~  sealed,  published  and  declared  by 
the  said  testator  as  and  for  a  Codicil  to  his 
Last  Will  and  Testament  in  the  presence 
of  us  and  each  of  us,  who,  in  his  presence 
and  at  his  request  and  in  the  presence  of 
each  other  have  hereunto  subscribed  our 
names  as  witnesses. 

Elihu  Root,  25  East  69th  St.,  New  York. 
W.  C.  Gulliver,  8  East  56th  St.,  New  York. 


Exhibit   No.   24. 

AN  AGREEMENT,  made  in  the  City  of  New  York,  in  the 
State  of  New  York,  this  fifteenth  day  of  June,  one  thousand  nine 
hundred  and  five,  between  THOMAS  F.  EYAN,  of  the  first  part, 
and  GEOVEE  CLEVELAND,  MOEGAN  J.  O'BEIEN  and 
GEOEGE  WESTINGHOUSE  (  hereinafter  called  the  "  Trus- 
tees,") of  the  second  part. 

WHEEEAS,  the  Equitable  Life  Assurance  Society  of  the 
United  States  (hereinafter  called  the  "  Society  "),  is  a  corporation 
of  the  State  of  New  York,  having  a  full  paid  capital  stock  of  one 
thousand  (1000)  shares  of  the  par  value  of  one  hundred  dollars 
($100)  each,  of  which  five  hundred  and  two  (502)  shares  are  held 
by  the  party  of  the  first  part ;  and 

WHEEEAS,  the  corporate  powers  of  the  Society  are  vested  by 
its  charter  in  a  Board  of  Directors  consisting  of  fifty-two  (52) 
persons  divided  into  four  (4)  classes  of  thirteen  (13)  directors 
each,  each  class  serving  for  a  term  of  four  (4)  years,  so  that 
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thirteen  (13)  directors  are  selected  at  each  annual  election  of  the 
Society;  and 

WHEEEAS,  the  directors  of  the  Society  have  adopted  a  plan 
for  the  niutualization  of  the  Society  hy  so  amending  its  charter 
that,  of  the  fifty-two  (52)  directors  of  the  Society,  twenty-eight 
(28)  should  be  elected  by  the  policyholders  and  twenty-four  (^) 
by  the  stockholders ;  and 

WllEREAS,  the  consummation  of  said  plan  of  mutualization 
and  formal  action  thereon  by  the  Superintendent  of  Insurance  of 
the  State  of  New  York  have  hitherto  been  prevented  by  litigation, 
and  in  order  to  effect,  so  far  as  practicable,  and  without  further 
delay,  the  result  sought  to  be  attained  by  such  plan  of  mutualiza- 
tion, the  party  of  the  first  part  has  entered  into  this  Agreement 
with  the  Trustees : 

ISrOW  THIS  AGREEMENT  WITNESSETH  AS  FOLLOWS: 

Eirst :  The  party  of  the  first  part'  hereby  transfers  to  the  Trus- 
tees said  five  hundred  and  two  (502)'  shares  of  the  capital  stock 
of  the  Society  for  the  purpose  of  vesting  in  the  Trustees  the  right 
to  vote  thereon  for  the  term  and  upon  the  terms  and  conditions 
stated  in  this  agreement.  The  existing  certificates  for  said  stock 
shall  be  surrendered  and  cancelled,  and  certificates  therefor  shall 
be  issued  to  the  Trustees,  in  which  certificates  it  shall  appear  that 
the  same  are  issued  pursuant  to  this  Agreement,  and  that  fact  shall 
also  be  noted  in  the  entry  of  the  Trustees  as  owners  of  such  stock 
in  the  proper  books  of  the  Society. 

Second :  The  Trustees  are  exclusively  authorized  to  exercise  the 
voting  power  on  the  stock  held  under  this  Agreement  for  the  elec- 
tion of  directors  of  the  Society,  and  shall,  at  every  annual  election 
of  directors  of  the  Society,  so  vote  on  said  stock,  that  out  of  every 
thirteen  (13)  persons  for  whom  such  vote  shall  be  cast  seven  (7) 
shall  be  selected  in  accordance  with  the  wishes  of  the  policyholders 
of  the  Society,  expressed  as  hereinafter  provided,  and  the  remain- 
ing six  (6)  directors  shall  be  selected  by  the  Trustees  in  their 
uncontrolled  discretion,  to  the  end  that,  of  the  entire  fifty-two 
(52)  directors,  twenty-eight  (28)  shall  be  policyholders  of  the 
Society,  selected  by,  or  on  behalf  of,  the  policyhftlders  and  twenty- 
four  (24)  shall  be  lawfully  eligible  persons  selected  by  the  Trus- 
tees in  their  sole  discretion. 
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The  wishes  of  the  policyholders  in  respect  of  the  directors  to  be 
voted  for  by  the  Trustees  shall  be  expressed  in  the  following 
manner :  In  each  year,  at  any  time  prior  to  the  first  daj-  of  No- 
vember, any  holder  of  any  policy  which  shall  have  been  in  force 
for  one  year  or  more,  may  send  to  the  Trustees  at  the  Equitable 
Building,  No.  120  Broadway,  New  York  City,  a  written  request, 
designating  policyholders  of  the  Society  to  the  nupiber  of  not  more 
than  seven-thirteenths  of  the  number  of  directors  to  be  elected 
-at  the  next  ensuing  election  of  directors  for  whose  election  as 
directors  such  policyholder  desires  the  Trustees  to  vote  at  such 
annual  election  of  directors,  or  requesting  the  Trustees  to  exercise 
their  discretion  on  his  behalf  in  the  selection  of  policyholders  to 
act  as  such  directors. 

Third:  The  Trustees  are  authorized,  in  respect  of  said  stock, 
to  take,  in  their  discretion,  by  vote  thereon  or  otherwise,  any 
action  necessary  or  proper  to  effect  the  consummation  of  said  plan 
for  the  mutualization  of  the  Society,  by  securing  to  the  policy- 
holders the  right  to  elect  directly  twenty-eight  (28)  of  the  fifty- 
two  (52)  directors  of  the  Society,  or  a  like  proportion  of  the  entire 
number  of  directors  of  which  the  Board  of  Directors  shall  from 
time  to  time  consist. 

Fourth ;  In  case  said  plan  of  mutualization  shall  become  opera- 
tive and  the  policy-holders  shall  become  entitled  to  vote  directly 
for  twenty-eight  (28)  directors  of  the  Society  out  of  an  aggTe- 
gate  numher  of  which  the  Board  of  Directors  may  from  time  to 
time  consist,  then  the  Trustees,  in  respect  of  the  stock  held  under 
this  agreement,  shall  continue  to  vote  for  such  lawfully  eligible 
persons  to  be  the  remaining  directors  as  they  shall,  in  their  un- 
controlled discretion,  select. 

Fifth :  In  case  the  vacancies  in  the  Board  of  Directors,  due  to 
resignation,  death  or  other  cause,  the  Trustees  may  make  recom- 
mendations to  the  Directors  of  the  Society  as  to  the  persons  to 
be  elected  to  fill  s'uch  vacancies  to  the  end  that  the  purposes  of 
this  agreement  may  be  promptly  and  effectually  acomplished. 

Sixth :  No  vote  shall  be  oast  upon  said  stock  for  any  purpose 
except  with  the  unanimous  approval  of  the  Trustees,  but  the 
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Trustees  may  empower  any  one  of  their  number  actually  ta  cast 
their  vote. 

Seventh :  Any  Trustee  may  at  any  time  resign  by  delivering 
to  the  other  Trustees  his  resignation  in  writing.  In  case  of  the 
death  or  resignation  of  any  Trustee,  the  vacancy  shall  forthwith 
be  filled  by  an  appointment  made  in  writing  by  the  remaining 
Trustees.  The  term  "  Trustees  "  whenever  used  herein  shall  in- 
clude the  parties  of  the  second  part,  and  their  successors  so  ap- 
pointed. 

Eighth:  The  party  of  the  first  part  shall  be  entitled  to  the 
dividends  on  the  stock  deposited  by  him  under  this  agreement. 

Ninth :  This  agreement  shall  continue  in  force  for  the  full 
.period  authorized  by  section  20  of  the  General  Corporation  Law 
of  the  State  of  New  York,  viz.,  five  (5)  years  from  the  date 
licreof.  It  shall  be  continued  thereafter  so  long  as  the  Trustees 
shall  deem  advisable,  and  the  party  of  the  first  part  hereby 
agrees  that,  upon  the  expiration  of  any  period  of  five  (5)  years, 
he  will,  upon  the  request  of  the  Trustees,  execute  an  instrument 
continuing,  for  a  further  period  of  five, (5)  years,  this  agreement 
and  the  powers  of  the  Trustees  hereunder,  including  said  power 
to  require  an  extension  hereof.  This  Agreement  may,  however, 
he  terminated  by  the  Trustees  in  their  discretion  whenever  in 
their  opinion  its  purposes  have  been  accomplished,  or  for  any 
reason  its  termination  is,  in  their  opinion,  advisable.     ' 

Tenth :  Every  other  stockholder  of  the  Society  may  transfer 
his  stock  to  the  Trustees,  to  be  held  subject  to  the  provisions  of 
this  Agreement,  and  thereupon  may  participate  in  the  terms, 
conditions  and  privileges  thereof. 

In  witness  whereof,  the  parties  hereto  have  set  their  hands 
imto  five  originals  hereof  the  day  and  year  first  above  written. 
In  presence  of 

Elihu  Root  Thomas  F.  Eyan 

Paul  D.  Oravath  Grover  Cleveland 

Morgan  J.  O'Brien 
George  Westinghouse, 
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Exhibit   No.   25. 

STOCKHOLDERS  OF  EECORD  SEPTEMBER  5th,  1905. 

Shares. 

Albright,  J.  J / 5 

Alexander,   Charles  B 78 

Alexander,  H.  M 5 

Alexander,   James  W 10 

Alexander,  William 8 

Beebe,  E.  P.  &  F.  C.  Welch,  Trustees 5 

Bigelow,  Charles  E 3 

Blair,   C.   Ledyard 5 

Bryan,  Joseph   5 

Bryant,   John  D 4 

Butler,  Nicholas  Murray 5 

Cleveland,  Grover,  Morgan  J.  O'Brien  and  George  West- 

inghouse.  Trustees,  etc 502 

Colby,  Bainbridge 5 

Collord,  Martha  T.  Fiske 10 

Cuyler,   T.   DeWitt 5 

Depew,  Chauncey  M 5 

Eckert,   Thomas   T 5 

Fay,    Charles   J 1 

Forgan,  James  B 5 

Haarstick,   Henry   C 5 

Harrison  &  Smith 4 

Hazelton,   Franklin   H ^ 5 

Herrick,  D.  Oady 5 

Hogencamp,   William    15 

Hurlbut,  William  Henry 10 

Hyde,  Henry  B 10 

Hyde,   James  H 10 

Inman,  Samuel  M 5 

Johnson,  Bradish 5 

Jordan,  Thomas  D 5 

Kennedy,  H.  V.  R 31 

Kennedy,  Rachel  L 4 

Krech,   Alvin   W 5 

Lambert,  Edward  W 10 
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Shares. 

Lambert,  Samuel  W 10 

Lord,  Daniel 11 

Lord,  Fanny  Bolton 1 

Lord,  Frances  T 13 

Lord,   Franklin  B 10 

MacLean,  James  G 1 

MacMartin,   Malcolm    8 

MacMartin,  Malcolm,  and  Elizabeth  M.  Maxwell,  Trustees 

for  Anna  W.  M^cLaren 2 

McCook,  Janetta  A 2 

McCook,  John  J 5 

Mclntyre,  William  H 5 

Morgan,  George  H 4 

Morse,  Charles  W ■. 15 

Morton,  Levi  P 5 

Morton,  Paul 5 

Navarro,  Alfonso  de 20 

Navarro,  J.  F.  . 10 

Phillips,  Jane  F 6 

Kipley,  Sidney  Dillon 5 

Koebling,  F.  W > 5 

Snyder,  Valentine  P 5 

Spratt,  Thomas   5 

Tarbell,  Gage  F 5 

Thomas,  E.  B.  ' 5 

Trask,   Spencer   5 

Van  Home,  Sir  William  C 5 

Wilson,  George  T ; 5 

Winthrop,  H.  E 12 

Zehnder,  Charles  H. 5 

lOOO' 
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Exhibit   No.   26. 

BOAED  OF  DIRECTORS. 

THE  EQUITABLE  LIFE  ASSURANCE  SOCIETY  OF  THE 
UNITED  STATES. 

September  5th,  1905. 

FIRST  CLASS— Term  expires  DecemlDer  31st,  1903. 

Directors  elected  prior  to  appointment  of  Messrs.  Cleveland, 
O'Brien  and  Westinghouse,  Trustees. 


Gage  E.  Tarbell 

Bra  dish  Johnson 

Alvin  W.  Krech 

David  B.  Moffat 
Samuel  M.  Inman 

H.  Rogers  Winthrop 

Charles  H.  Alexander 

Valentine  P.  Snyder 


New  York  City- 
New  York  City 


Denver,  Col. 
Atlanta,  Ga. 

New  York  City 


Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Policyholder. 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Stockholder. 


Directors  elected  on  nomination  of  Messrs.  Cleveland,  O'Brien 
and  Westinghouse,  Trustees: 


Nicholas  Murray  Butler  New  York  City 

Charles  H.  Zehnder  Philadelphia 

Jacob  G.  Schmidlapp  Cincinnati,  O. 

Ferdinand  W.  Eoebling  Trenton,  N.  J. 


Stockholder. 
Policyholder  and 

stockholder. 
Policyholder. 
Policyholder  and 

stockholder. 
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SECOND   CLASS.— Term  expires  December  31st,   1905, 

Directors  elected  prior  to  appointment  of  Messrs.  Cleveland, 
O'Brien  and  Westinghouse,  Trustees : 

Thomas  T.  Eckert  New  York  City         Stockholder. 

Thomas  DeWitt  Cuyler       Philadelphia  Policyholder  and 

stockholder. 
William  Alexander  New  York  City         Policyholder  and 

stockholder. 


Directors  elected  on  nomination  of  Messrs.  Cleveland,  O'Brien 
and  Westinghouse,  Trustees : 


George  F.  Victor 
Wallace  L.  Pierce 
Daniel  A.  Tompkins 
Thomas  Spratt 

Frank  S.  Witherbee 
James  McMahon 


New  York  City 
Boston,  Mass. 
Charlotte,  N.  C. 
Ogdensburg,  N.Y, 

Port  Henry,  N.  Y. 
New  York  City 


Policyholder 
Policyholder 
Policyholder 
Policyholder  and 

stockholder. 
Policyholder 
Policyholder 


THIRD  CLASS.— Term  expires  December  31st,  1907. 


Directors  elected  prior  to  appointment  of  Messrs.  Cleveland, 
O'Brien  and  Westinghouse,  Trustees : 


Levi  P.  Morton 

Sir  Wm.  C.  Van  Home 

James  B.  Forgan 

George  J.  Gould 

Thomas  D.  Jordan 

Henry  M.  Alexander 
C.  Ledyard  Blair 

Chauncey  M.  Depew 


New  York  City 
Montreal,  Can. 
Chicago,  111. 

New  York  City 


« 
« 


(C 


Stockholder. 
Stockholder. 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Stockholder. 
Policyholder  and 

stockholder^ 
Stockholder. 
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Directors  elected  on  nomination  of  Messrs.  Clevela'iid,  O'Brien 
iind  Westinghouse,  Trustees: 


John  J.  Albright 

Willis  F.  McCook 
Chas.  E.  Littlefield 
Edwin  W.  Robertson 
William  Whitman 


Buffalo,  E".  Y. 

Pittsburg,  Pa. 
Bangor,  Me. 
Columbia,  S.  0. 
Boston,  Mass. 


Policyholder  and 

stockholder. 
Policyholder 
Policyholder 
Policyholder 
Policyholder 


FOURTH  CLASS.— Term  expires  December  31st,  1907. 

Directors  elected  prior  to  appointment  of  Messrs.   Cleveland, 
O'Brien  and  Westinghouse,  Trustees: 


William  H.  Mclntyre 

New  York  City 

Policyholder  and 
stockholder. 

James  H.  Hyde 

«           u 

Policyholder  and 
stockholder. 

GeorgG  T.  Wilson 

It          ii 

Policyholder  -and 
stockholder. 

Henry  C.  Haarstick 

St.  Louis,  Mo. 

Policyholder  and 
stockholder. 

John  J.  MeCook 

New  York  City 

Policyholder  and 
stockholder. 

J.  F.  ISTavarro 

a           it 

Stockholder. 

Paul  Morton 

((         « 

Policyholder  and 
stockholder. 

Directors  elected  on  nomination  of  Messrs.  Cleveland,  O'Brien 
and  Westinghouse,  Trustees : 


Ernest  B.  Kruttschnitt        New  Orleans 
Eben  B.  Thomas  New  York  City 


D.  Cady  Herrick 
Joseph  Bryan 


Albany,  N.  Y. 
Richmond,  Va. 


Emanuel  W.  Bloomingdale   New  York  City 
3 


Policyholder 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Policyholder  and 

stockholder. 
Policyholder 
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Exhibit   No.    27. 

OFFIOEES  OF  THE  EQUITABLE  LIFE  AS&UIL\1^CE 
SOCIETY  OF  THE  UNITED  STATES. 

(Elected  anniaally  by  the  Board  of  Directors.) 

President Paul  Morton 

Vice-President. 

Second  "Vice-President Gage  E.  Tarbell 

Third  Vice-President George  T.  "Wilson 

Fourth  Vice-President    

Secretary ' "William  Alexander 

Assistant  Secretary H.  Rogers  Winthrop 

Actuary Joel  G.  Van  Cise 

Comptroller William  A.  Day 

Treasurer 

Assistant  Treasurer   "Wilfred  B.  Bremner 

Auditor Francis  W.  Jackson 

Superintendent  of  Agencies Sanford  C.  Boiling 

Registrar  .  . 

Medical  Directors <  rrr-n-        -r.    -n 

^William  R.  Brosa 

(Elected  to  serve  during  pleasure  of  the  Board.) 

Associate  Actuary Robert  G.  Hann 

Assistant  Actuary Robert  Henderson 

Associate  Auditor Alfred  "W.  Maine 

Assistant  Auditor Herbert  R.  Coursen 

Cashier Michael  Murray 

Assistant  Registrar Samuel  S.  McOurdy 

Mortuary  Registrar William  E.  Johnson 

Recorder Samuel  Frost 


Exhibit   No.  28. 

(Marked  for  identification.) 

Exhibit  No.   29. 

(Marked  for  identification.) 
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Exhibit   No.    30. 

(Copy  of  the  Frick  Report,  q.v.) 


Exhibit  No.   31. 

(Marked  for  identification.) 

Exhibit  No.   32. 

(Preliminary  Report  of  Superintendent  of  Insurance  Hendricks 
as  of  June  21,  1905 — with  an  addenda,  q.v.) 


Exhibit    No.    33. 

FINANCE  COMMITTEE. 

George  F.  Baker  James  N.,  Jarvie 

Charles  R.  Henderson  R.  A.  McCurdy,  President. 

A.  D.  Juilliard  R.  A.  Granniss,  Vice-President. 

George  C.  Haven  W.  R.  Gillette,  Vice-President. 

Adrian  Iselin,  Jr.  Frederick  Ctomwell,  Treasurer. 


Exhibit   No.    34. 

A  SUPPLEMENT. 

To  the  Act  incorporating  the  Penn  Mutual  Life  Insurance  Com- 
pany of  Philadelphia,  granted  February  twenty-fourth,  one 
thousand  eight  hundred  and  forty-seven. 

WHEREAS,  The  time  allowed  by  the  original  charter  of 
said  company  for  the  election  of  trustees  is  inconveniently 
brief : 

AND  WHEREAS,  a  difference  of  opinion  has  arisen  re- 
specting the  legality  of  voting  by  proxy  at  such  elections: 
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AND  WHEEEAS,  experience  lias  proved  that  the  present 
system  of  declaring  dividends  is  unjust  to  the  assured : 

Section  2.  Be  it  enacted  by  the  Senate  and  House  of  Eepre- 
sentatives  of  the  Commonwealth  of  Pennsylvania  in  General 
Assembly  met,  and  it  is  hereby  enacted  by  the  authority  of 
the  same,  that  the  time  for  holding  the  election  for  trustees 
of  said  company  shall  be  betv^een  the  hovirs  of  ten  A.  M.  and 
three  o'clock  P.  M.,  instead  of  ten  A.  M.  and  twelve  o'clock 
M..,  as  designated  in  Section  seventh  of  the  charter. 

Section  2.  That  the  true  intent  and  meaning  of  section 
eight  of  said  charter  is,  that  at  the  elections  for  trustees  of 
said  company  only  such  votes  as  are  offered  by  insured 
members  in  person  shall  be  received  and'  counted ;  and  that 
the  term  "  insured  member,"  wherever  the  same  occiTrs 
throughout  the  charter  or  its  supplements,  shall  apply  and 
extend  only  to  the  person  or  persons  who  by  the  policy  arcr 
the  payers  of  the  premium,  except  where  a  wife  holds  a  policy- 
on  the  life  of  her  husband,  in  which  case  the  husband  shall 
be  allowed  to  vote  at  elections  as  an  insured  member. 

Section  3.  That  in  lieu  of  the  manner  of  returning  the  sur- 
plus to  insured  members,  as  directed  by  section  fourteenth  of 
the  original  charter,  it  shall  and  may  be  lawful  for  said  com- 
pany to  return  the  same  either  in  cash  or  in  script,  or  by 
reversionary  addition  to  the  policies,  and  in  such  sums  as  may 
express  the  equitable  proportion  of  the  aggregate  surplus  to 
which  each  member  is  entitled  according  to  the  actual  vaiu- 
of  the  premiums  paid,  which  sums  shall  be  credited  to  tho 
insured  or  received  in  reduction  of  premiums,  as  their  annua^ 
premiums  mature. 

B.  B.   Strang, 

Speaker  of  the  House  of  Eeps. 
Charles   H.    Stinson, 

Speaker  of  the  Senate. 

APPROVED  the  eleventh  day  of  March,  Anno  Domini 
one  thousand  eight  hundred  and  seventy. 

JNO.  W.  GEAE.T. 
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Exhibit   No.    35. 

Section  14.  The  ofBeers  of  said  company  shall,  on  the  first 
Monday  in  January  of  every  year,  cause  a  statement  to  be  made 
of  affairs  of  the  company,  and  a  balance  to  be  struck  of  the 
profit  and  loss  account;  and  if  there  is  a  surplus,  after  paying 
all  losses  and  expenses  of  the  said  company  for  the  year  preceding 
the  same,  they  shall  credit  each  member  with  such  a  proportion 
of  said  surplus  as  the  premiums  paid  by  him,  or  her  or  them  on 
risks  determined,  may  be  to  the  aggregate  amount  of  the  pre- 
miums earned  during  said  year  by  the  company. 


Exhibit   No.   36. 

BANK  BALANCES,  JANUARY  3,  1905. 

N.^tional  Bank  of  Commerce $7,629,506  47 

First  National  Bank 1,248,671  26 

Merchants'  Exchange  National  Bank 234,180  36 

American  Exchange  National  Bank 225,198  33 

Guaranty  Trust  Company 1,500,000  00 

United  States  Mortgage  &  Trust  Co 1,500,000  00 

Central  Trust  Company 1,000,000  00 

Metropolitan  Trust   Company 200,000  00 

Fifth  Avenue  Trust  Company 750,000  00 

Title  Guarantee  &  Trust  Company 500,000  00 

Morton   Trust  Company 500,000  00 

Mutual  Alliance  Trust"  Company 250,000  00 

Brooklyn   Trust   Company 500,000  00 

National  Bank  of  the  Republic,  Boston 100,000  00 

Morristown   Trust   Company 250,000  00 

Commercial  Trust  Company  of  New  Jersey 500,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal 218,581  24 

Agency  Deposits    935,892  16 

Central  Realty  Bond  &  Trust  Co 500,000  00 

$19,042,029  82 
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BAKE  BALANCES,  FEB.  1,  1905. 

National  Bank  of  Commerce $8,546,460  73 

First  National  Bank 1,504,746  86 

Merchants'  Exchange  National  Bank 232,123  44 

American  Exchange  National  Bank 192,392  49 

Guaranty  Trust  Company 1,500,000  00 

United  States  Mortgage  &. Trust  Co 1,500,000  OH 

Central  Trust  Company 1,000,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 500,000  00 

Title  Guarantee  &  Trust  Co 500,000  00 

Morton   Trust   Company 500,000  00 

Mutual  Alliance  Trust  Company 250,000  00 

Brooklyn  Trust   Company 250,000  00 

National  Bank  of  the  Eepublic,  Boston 100,000  00 

Morristown  Trust   Company 250,000  O'.' 

Commercial  Trust  Company  of  New  Jersey.  . .  .  250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence -     250,000  00 

Bank  of  Montreal 237,605   55 

Agency  Deposits    1,079,397  26 

Central  Realty  Bond  &  Trust  Co 500,000  00 

$19,592,726  33 

BANK  BALANCES  MAPvCH.  1,  1D05. 

National  Bank  of  Commerce $6,351,739  56 

First  National  Bank 1,051,770  1 ;; 

Merdiant^'  Exchange  National  Bank 119,217  S6 

Amorif-an  E:;change  National  Bank 211,967  13 

Guaranty  Trust  Company 1,500,000  00 

United  States  Mortgage  &  Trust  Co 1,500,000  00 

Central  Trust   Company 1,000,000  00 

Metropolitan  Trust  Company ,  200,000  00 

Fifth  Avenue  Trust  Company 500,000  00 

Title  Guarantee  &  Trust  Co 600,000  00 

Morton   Trust   Company 600,000  00 

Mutual  Alliance  Trust  Company 250,000  00 

Brooklyn   Trust  Company 250,000  00 

National  Bank  of  the  Eepublic,  Boston 100,000  00 

Morristown  Trust  Company ,  250,000  00 
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Commercial  Trust  Company,  PMladelpliia . . . .  $250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal 246,628  03 

Agency  Deposits ,  1,038,262  16 

Central  Realty  Bond  &  Trust  Co 500,000  00 


$16,819,584  87 

BANK  BALANCES  APRIL  1,  1905.  '    '■      [ 

National  Bank  of  Commerce $7,414,986  IS 

First  National   Bank 656,020  70 

Merchants'  Exchange  National  Bank 155,147  18 

American  Exchange  National  Bank 172,664  52 

Guaranty  Trust  Company 1,250,000  00 

United  States  Mortgage  &  Trust  Co 1,250,000  00 

Central  Trust   Company 1,000,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 500,000  00 

Title  Guarantee  &  Trust  Co 500,000  00 

Morton   Trust   Company 500,000  00 

Mutual  Alliance  Trust  Company 250,000  00 

Brooklyn   Trust   Company 250,000  00 

National  Bank  of  the  Republic,  Boston 100,000  00 

Morristown   Trust   Company 250,000  00 

Commercial  Trust  Company  of  New  Jersey. . . .  250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal 233,148  52 

Agency  Deposits    978,422  04 

Central  Realty  Bond  &  Trust  Co 500,000  00 

$16,909,389  14 
BANK  BALANCES  MAY  1,  1905. 

National  Bank  of  Commerce $6,858,660  84 

First  National  Bank 955,058  79 

Merchants'  Exchange  National  Bank 241,007  57 

American  Exchange  National  Bank 201,812  21 

Guaranty  Trust  Company .    1,250,000  00 

United  States  Mortgage  &  Trust  Co 1.250,000  00 
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Central  Trust   Company $1,000,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 500,000  00 

Title  Guarantee  &  Trust  Co 500,000  00 

Morton   Trust   Company 500,000  00 

Mutual  Alliance  Trust  Company 500,000  00 

Lawyers  Title  Ins.  &  Trust  Co 500,000  00 

Brooklyn   Trust  Company .        250,000  00 

Xational  Bank  of  the  Eepublie,  Boston 100,000  00 

Morristown   Trust   Company 250,000  00 

Commercial  Trust  Company  of  New  Jersey.  . .  .  250,000  00 

Cirard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal 204,248  73 

Agency  Deposits    1,166,058  41 

$17,176,846  55 

BANK  BALANCES  JUNE  1,  1905. 

National  Bank  of  Commerce $7,722,431  98 

First  National  Bank 1,007,576  56 

Merchants'  Exchange  National  Bank 203,523  02 

American  E^cchange  National  Bank 173,978  49 

Guaranty  Trust  Company.  . '. 1,500,000  00 

United  States  Mortgage  &  Trust  Co 1,500,000  00 

Central  Tnist   Company 1,000,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 500,000  00 

Title  Guarantee  &  Trust  Co 500,000  00 

Morton   Trust   Company 500,000  10 

Mutual  Alliance  Trust  Company 500,000  00 

Lawyers  Title  Ins.  &  Trust  Co 500,000  00 

Brooklyn   Trust   Company 250,000  00 

National  Bank  of  the  Republic,  Boston 100,000  00 

Morristown  Trust   Company 250,000  00 

Commercial  Trust  Company  of  New  Jersey. . . .  250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal 192,324  81 

Agency  Deposits    1,214,314  96 


$18,564,149  82 
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BANK  BALANCES,  JULY  1,  1905. 

National  Bank  of  Commerce $4,530,334:  66 

First   National   Bank 644,909  83 

Merchants'  Exchange  National  Bank 147,141  33 

American  Exchange  National  Bank 152,056  29 

Guaranty  Trust  Company 500,000  00 

United  States  Mortgage  &  Trust  Co 500,000  00 

Central  Trust  Company 500,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 250,000  00 

Title  Guarantee  &  Trust  Co. ." 500,000  00 

Morton   Trust   Company ,  500,000  00 

Mutual  Alliance  Trust  Company ,  250,000  00 

Lawyers  Title  Ins.  &  Trust  Co 500,000  00 

Brooklyn   Trust   Company 250,000  00 

National  Bank  of  the  Eepublic,  Boston 100,000  00 

Morristown   Trust   Company 200,000  00 

Commercial  Trust  Company  of  New  Jersey.  . . .  250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal 237,864  45 

Agency  Deposits    882,140  19 


$11,494,446  75 

BANK  BALANCES,  AUGUST  1,  1905. 

National  Bank  of  Commerce $5,936,128  25 

First   National   Bank 706,863  20 

Merchants'  Exchange  National  Bank 251,355  62, 

American  Exchange  National  Bank 214,462  75 

Guaranty  Trust   Company 500,000  00 

United  States  Mortgage  &  Trust  Co 500,000  00 

Central   Trust   Company 500,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 250,000  00 

Title  Guarantee  &  Trust  Co 500,000  00 

Morton    Trust   Company 500,000  00 

Mutual  Alliance  Trust  Company 250,000  10 

Lawyers  Title  Ins.  &  Trust  Co 500,000  00 
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Brooklyn   Trust  Cbmpany $250,000  00 

National  Bank  of  the  Republic,  Boston 100,000  00 

Morristown  Trust  Company 200,000  00 

Commercial  Trust  Company  of  New  Jersey. . . .  250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

Bank  of  Montreal ■  242,304  11 

Agency  Deposits * Y10,476  89 


$13,061,591  48 

BAl!^  BALANCES,  SEPTEMBER  1,  1905. 

National  Bank  of  Commerce $2,736,392  26 

Eirst  National  Bank ,  489,506  92 

Merchants'  Exchange  National  Bank 183,337  42 

American  Exchange  National  Bank 184,416  70 

Guaranty  Trust  Company 500,000  00 

United  States  Mortgage  &  Trust  Co 500,000  00 

Central  Trust  Company 500,000  00 

Metropolitan  Trust  Company 200,000  00 

Fifth  Avenue  Trust  Company 250,000  00 

Title  Guarantee  &  Trust  Co 500,000  00 

Morton   Trust   Company 500,000  00 

Mutual  Alliance  Trust  Company .,  250,000  00 

Lawyers  Title  Ins.  &  Trust  Co 500,000  00 

Brooklyn   Trust  Company 250,000  00 

National  Bank  of  the  Republic,  Boston 100,000  00 

Morristown   Trust   Company 200,000  00 

Commercial  Trust  Company  of  New  Jersey. 250,000  00 

Girard  Trust  Company,  Philadelphia 250,000  00 

Industrial  Trust  Company,  Providence 250,000  00 

'Bank   of  Montreal 214,724  47 

Agency  Deposits 641,561  94 


$9,449,939  71 
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Exhibit  No.   38. 

(Marked  for  identification.) 


Exhibit   No.   39. 

(Marked  for  identification.) 
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Exhibit  No.   41. 

Exhibit  A. 

THIS  AGEEEMENT,  Made  and  entered  into  this  ninti  day 
of  December,  1901,  by  and  between  the  NEW  YORK  LIFE  IN- 
SUEAlSrCE  COMPAlSry,  hereinafter  called  the  "Insurance 
Company,"  party  of  the  first  part;  CHARLES  S.  FAIRCHILD, 
JOHN  A.  McCALL  and  GEORGE  W.  PERKINS,  hereinafter 
called  the  "  Trustees,"  parties  of  the  second  part ;  and  the  NEW 
YORK  SECURITY  &  TRUST  COMPANY  STOCK  SYNDI- 
CATE, composed  of  such  persons,  firms  and  corporations  as  may 
become  parties  hereto  of  the  third  part  by  signing  this  Agreement, 
and  hereinafter  called,  when  referred  to  jointly,  the  "  Syndi- 
cate," and  when  referred  to  separately,  the  "  Subscribers," 

WITNESSETH:    That, 

WHEREAS,  The  Insurance  Company  has  agreed  to  sell  and 
does  hereby  agree  to  sell  to  the  Syndicate,  and  the  Syndicate  has 
agreed  to  purchase  and  does  hereby  agree  to  purchase  from  thf- 
Insurance  Company  five  thousand  and  five  (5,005)  shares  of  the 
capital  stock  of  the  NEW  YORK  SECURITY  &  TRUST  COM- 
PANY, at  and  for  the  price  fixed  by  this  Agreement,  subject  to 
the  terms  and  conditions  thereof ;  and 

WHEREAS,  for  the  carrying  out  of  the  terms  of  this  agree- 
ment, it  is  agreed  that  said  stock  shall  be  held  in  trust  by  the 
Trustees,  and  that  the  Subscribers'  interest  in  the  Syndicate  shall 
be,  in  all  respects,  subject  to  the  terms  and  conditions  of  this 
agreement : 

NOW,  THEREFORE,  in  consideration  of  the  premises  and 
of  one  dollar  each  to  the  other  interchangeably  in  hand  paid  be- 
fore the  signing  and  delivery  of  this  agreement,  the  receipt  of 
which  is  respectively  acknowledged,  it  is  mutually  understood  and 
agreed  by  and  between  the  parties  hereto  as  follows,  each  of  the 
Subscribers  hereto  agreeing  on  behalf  of  himself,  his  executors, 
administrators  and  assigns,  and  not  on  behalf  of  any  of  the  other 
Subscribers  hereto: 

FIRST :  The  Insurance  Company  hereby  sells  to  the  Syndicate 
and  at  the  request  of  the  Syndicate  agrees  to  deliver  to  the  Trus- 
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toes  Five  Thousand  and  Five  (5,005)  shares  of  the  Capital  Stock 
of  the  New  York  Security  &  Trust  Company.  Said  certificates 
of  stock,  as  delivered  to  said  Trustees,  shall  be  in  the  name  of 
"  Charles  S.  Fairchild,  John  A.  McCall  and  George  W.  Perkin?, 
Trustees,  their  survivors  or  survivor." 

SECOND :  The  Syndicate  agrees  to  purchase  said  Five 
thousand  and  Five  (5,005)  shares  of  the  Capital  Stock  of  said 
NEW  YORK  SECURITY  &  TRUST  COMPANY,  and  to  pay 
therefor  Eight  Hundred  Dollars  ($800)  per  share  in  cash  forth- 
with, and  one-half  (^)  of  any  increase  in  the  value  of  said  stock 
in  the  manner  hereinafter  provided  for,  and  not  otherwise;  each 
Subscriber  being  liable  only  for  payment  for  the  number  of  shares 
set  opposite  his  sig-nature. 

THIRD:  The  Cei-tificates  of  Stock  received  by  the  Trustees 
sliall  be  by  them  endorsed  in  blank,  with  power  of  attorney  for 
transfer  running  to  the  NEW  YORK  SECURITY  &  TRUST 
COlIPxiNY  and  said  Certificates  of  Stock  shall  thereupon  be 
deposited  with  said  NEW  YORK  SECURITY  &  TRUST  COM- 
PANY. 

In  event  of  the  death  or  other  disability,  or  resignation  of 
any  of  the  Trustees  or  of  any  successor  Trustee  or  Trustees,  the 
survivors  or  survivor  shall  immediately  appoint  a  successor;  and 
the  survivors  or  survivor  shall  thereupon  cause  the  Certificates  of 
Stock  to  be  immediately  transferred  unto  the  names  of  them- 
selves and  such  successors  or  successor,  their  survivors  or  sur- 
vivor. 

In  event  of  the  failure  of  the  survivors  to  agree  upon  a  suc- 
cessor Trustee,  then  such  successor  Trustee  may  be  selected  by  the 
then  President  of  the  New  York  Life  Insurance  Company. 

The  appointment  of  a  successor  Trustee  shall  be  by  writing 
signed  by  the  person  or  persons  having  power  of  appointment, 
and  deposited  with  the  NEW  YORK  SECURITY  &  TRUST 
COMPANY. 

FOURTH :  The  trustee  shall  issue  or  cause  to  be  issued  to  the 
Subscribers,  Certificates  of  Interest  in  said  Syndicate,  in  substan- 
tially the  following  form: 
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CERTIFICATE  OF  INTEREST 

IN    THE 

IsTEW  YORK  SECURITY  &  TRUST  COMPANY  STOCK 

SYNDICATE. 

WE,  the  landerslgned  Trustees  under  the  Syndicate  Agree- 
ment dated  December  9,  1901,  a  copy  of  whicli  is  filed  with  the 
NEW  YORK  SECURITY  AND  TRUST  COMPANY,  hereby 
CERTIFY  that  we  hold,  as  such  Trustees,  FIVE  THOUSAND 
and  FIVE  (5,005)  shares  of  stock  of  the  NEW  YORK  SECU- 
RITY &  TRUST  COMPANY;  and  that 

is  entitled  to  such  proportionate  interest 

in  the  benefits  of  said  Agreement  as  Five  (or  Ten  or  whateier  the 
number  may  he)  shares  of  stock  bear  to  the  total  number  held  by 
VIS  as  such  Trustees. 

This  Certificate  is  issued  under  and  subject  in  all  respects  to 
the  terms  of  said  Syndicate  Agreement — to  all  of  which  terms 
the  holder  hereof  assents  by  receiving  this  Certificate. 

The  interest  represented  hereby  is  transferable,  but  only  upon 
the  books  kept  for  that  purpose  by  the  Trustees,  upon  the  execu- 
tion of  the  assigument  on  the  back  hereof  and  the  surrender  of 
this  Certificate.  Thereupon,  a  new  Certificate  shall  be  issued 
to  the  transferee,  who  shall  succeed  to  all  the  rights  and  obliga- 
tions of  the  former  holder. 

The  holder  hereof,  whether  the  original  Subscriber  or  his  suc- 
cessor, shall  not  be  entitled  to  receive  any  of  the  securities  or 
benefits  under  said  Syndicate  Agreement,  except  upon  compliance 
with  all  the  terms  and  conditions  thereof. 
Dated,  New  York,  ,  A.  D.,  1901. 


Trustees. 

By 

NEW  YORK  SECURITY  &  TRUST  CO., 

Agent. 
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(Form  of  Assignment.) 

FOE.  VALUE  RECEIVED 

hereby  sell,  assign  and  transfer  unto 

the  within  Certificate  and  all  the  interests  represented  thereby 
in  the  syndicate  agreement  referred  to  therein;  and  authorize  the 
necessary  transfer  on  the  books  of  the  Trustees. 

Dated  day  of  19     . 


In  the  presence  of: 


N^OTICE. —  The  signature  to  this  assignment  must  correspond 
with  the  name  as  written  upon  the  face  of  the  certificate,  withoivt 
alteration,  or  enlargement,  or  any  change  whatever. 

Such  certificate  of  interest  and  all  rights  and  obligations  there- 
under and  hereunder  of  the  respective  subscribers  and  their  re- 
spective assignees,  shall  be  transferable  in  the  manner  and  as  pro- 
vided by  said  certificates  of  interest.  Any  necessary  expenses 
for  stamps  or  otherwise  attendant  upon  such  transfer  shall  be  paid 
by  the  transferrer. 

The  ISTew  York  Security  &  Trust  Company  is  hereby  appointed 
agent  for  the  Trustees,  to  issue  such  certificates. 

FIFTH:  The  trust  upon  whicii  said  stock  is  to  be  held  shall 
remain  in  full  force  and  effect,  and  the  certificates  of  stock  shall 
be  retained  by  the  Trustees  and  other  successors  for  a  period  of 
five  (5)  years — ^that  is,  to  January  1,  1907,  if  James  N.  Hill,  of 
St.  Paul,  and  John  C.  McCall,  of  New  York,  or  their  survivor, 
shall  so  long  live;  or  shall  be  terminated  at  the  death  of  the  sur- 
vivor of  said  James  N.  Hill  and  said  John  C.  McCall  before  the 
expiration  of  such  period  of  five  (5)  years:  Provided,  however, 
that  the  trust  may  be — ^but  need  not  be — terminated  by  the  Trus 
tees  at  any  time  in  their  discretion,  upon  the  consent  in  writing 
of  the  owners  of  a  majority  in  value  of  the  certificates  of  interest 
to  be  issued  hereunder. 

SIXTH.  Immediately  upon  the  termination  of  said  trust, 
whether  by  lapse  of  time  or  the  death  of  the  survivor  of  said 
James  IST.  Hill  and  said  John  C.  McCall,  or  upon  the  consent  oi 
the  holders  of  the  majority  in  value  of  the  certificates  of  intej'- 
est — the  Trustees  shall  give  notice  in  writing  to  the  certificate 
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holders  of  such  termination  of  the  trust;  and  thereupon  a  com- 
mittee of  three  (3)  shall  be  appointed  to  determine  the  value  of 
the  stock  of  the  NEW  YORK  SECURITY  &  TRUST  COM- 
PAJSTY,  held  by  the  Trustees — one  of  said  committee  to  be  se- 
lected by  the  holders  of  the  majority  in  value  of  the  certificates 
of  interest,  such  selection  to  be  made  by  an  instrument  or  instru- 
ments in  writing  signed  by  a  majority  in  value  of  the  holders  of 
such  certificates  of  interest — such  instrument  or  instruments  to 
be  filed  with  the  New  York  Security  and  Trust  Company  within 
twenty  (20)  days  from  the  mailing  or  other  service  of  said  notice 
upon  the  certificate  holders;  one  of  said  committee  to  be  selected 
by  the  Trustees  hereunder;  and  the  third  member  of  the  Com- 
mittee to  be  any  one  of  the  following  persons: 

John  W.  Sterling, 
Oswald  W.  Uhl,  ■ 
Osborn  W.  Bright, 
James  J.  Hill, 
Otto  Sartorius; 

taken  in  the  order  herein  set  forth;  that  is,  in  the  event  of  the 
death  or  inability  of  Mr.  John  W.  Sterling  or  his  refusal  to  serve 
on  such  Committee;  then  Mr.  Oswald  W.  Uhl  shall  become  a 
member  of  said  committee,  and  so  on  through  the  list. 

In  case  no  person  is  selected  as  a  committeeman  by  a  majority 
in  value  of  the  holders  of  such  certificates  of  interest,  then  the 
person  designated  by  the  plurality  in  value  of  the  holders  of  such 
certificates  of  interest  shall  be  considered  as  the  committeeman 
selected  by  the  certificate  holders. 

And  in  case  none  of  the  five  persons  hereinbefore  named,  from 
whom  the  third  member  of  the  committee  is  to  be  selected,  will  act 
then  the  Trustees  shall  choose  as  such  third  member  of  the  com- 
mittee, the  President  of  any  trust  company  in  the  City  of  New 
York. 

Said  Committee  shall  forthwith  determine  the  fair  value  of  the 
said  stock  as  of  January  1st,  190Y,  or  as  of  the  date  of  the  termina- 
tion of  this  trust  by  the  death  of  the  survivor  of  James  N.  Hill 
and  John  C.  McCall,  or  as  of  the  date  fixed  for  the  termination 
of  the  trust  by  the  Trustees,  with  the  consent  of  the  holders  of  the 
certificates  of  interest,  at  which  price  the  trustees  should  ha\e 
the  right  as  individuals  jointly,  to  purchase  and  acquire  said  stock 
free  from  any  of  the  trusts  hereof. 
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If  tlie  value  of  said  stock,  as  determined  by  said  committee, 
shall  be  equal  or  less  than  eight  hundred  dollars  ($800)  per  share, 
and  the  trustees  shall  determine  to  purchase  at  such  valuation,  the 
entire  proceeds  of  such  sale  shall  be  distributed  by  the  trustees 
among  the  holders  of  the  certificates  of  interest,  in  proportion  to 
their  respective  holdings. 

If  the  value  of  said  stock,  as  determined  by  said  committee, 
shall  be  more  than  eight  hundred  dollars  ($800)  per  share,  and 
the  trustees  shall  determine  to  purchase  at  such  valuation,  then 
and  in  that  event,  eight  hundred  dollars  ($800)  for  each  and 
every  share  of  said  stock  so  sold,  and  one-half  of  the  difference 
between  eight  hundred  dollars  ($800)  per  share  and  the  price 
paid  by  the  Trustees,  shall  be  distributed  'by  the  Trustees  among 
the  holders  of  the  certificates  of  interest,  in  proportion  to  tlieir 
respective  holdings;  and  the  balance  of  said  purchase  price,  to 
wit:  One-half  (^)  the  difference  between  eight  hundred  dollars 
($800)  per  share  and  the  price  at  which  said  stock  is  purchased 
shall  be  paid  to  the  Insurance  Company. 

If  the  value  of  said  stock  as  determined  by  said  committee  shall 
be  equal  to  or  less  than  eight  hundred  dollars  ($800)  per  share, 
and  the  Trustees  shall  not  elect  to  purchase  at  such  valuation, 
then  and  in  that  event  said  stock  shall  be  considered  as  held  for 
the  use  and  benefit  of  the  holders  of  the  certificates  of  interest,  in 
proportion  to  their  respective  interests;  and  shall  be  distributed 
to  them  in  exchange  for  their  certificates  of  interest. 

If  the  value  of  said  stock  as  determined  by  said  committee  shall 
be  more  than  eight  hundred  dollars  ($800)  per  share,  and  the 
tiiistees  shall  not  elect  to  purchase  at  such  valuation,  then  and  in 
that  event  the  holders  of  the  certificates  of  interest  shall  purchas-p 
said  stock  in  proportion  to  their  respective  interests,  paying  to  the 
Trustees  one-half  (|)  of  the  difference  between  eight  hundred 
dollars  ($800)  per  share  and  the  price  of  said  stock  as  determined 
by  the  committee;  said  amount  so  to  be  paid  to  the  Trustees,  to 
wit:  One-half  (i)  of  the  difference  between  eight  hundred  dol- 
lars ($800)  per  share  and  the  price  as  determined  by  the  Com- 
mittee— to  be  paid  to  the  Insurance  Company  the  proper  propor- 
tion of  said  certificates  of  stock  going  to  the  respective  holders 
of  the  certificates  of  interest  to  be  delivered  to  them  upon  the 
surrender  by  the  Trustees  of  their  certificates  of  interest  and  the 
payment  of  the  aforesaid  amount  to  the  Trustees. 

The  Trustees  shall  be  bound  to  elect  whether  or  Bot  they  will 
purchase  the  stock  within  ten  (10)  days  after  the  Committee  shall 
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have  filed  with  the  New  York  Security  &  Trust  Company  their 
finding,  in  writing,  as  to  the  value  of  the  stock.  If  the  Trustees 
elect  not  to  purchase  the  stock,  they  shall  immediately  give  notice 
in  writing  to  the  certificate  holders  of  such  election  and  of  the 
amount  of  stock  which  each  certificate  holder  is  bound  to  pur- 
chase ;  and  the  certificate  holder  shall  make  payments  therefor  as 
called  for  in  writing  by  the  Trustees. 

If  any  member  of  the  committee  shall  die  before  the  commit- 
tee shall  have  filed  with  the  New  York  Security  &  Trust  Com- 
pany such  finding  in  writing,  the  surviving  members  of  the  com- 
mittee may  either  elect  a  successor  to  the  deceased  member  or 
proceed  themselves,  without  the  election  of  a  successor,  to  perform 
all  the  duties  of  such  Committee. 

SEVENTH :  Every  subscriber  hereto  and  his  assignee  or  any 
successor  assignee,  holder  of  Certificate  of  Interest  to  be  issued 
hereunder,  assents  to  and  agrees  to  be  bound  by  any  action  of  the 
Trustees  taken  under  this  agreement;  and  agrees  to  perform  all 
his  undertakings  hereiinder,  from  time  to  time,  on  call  of  the 
Trustees ;  but  shall  be  liable  hereunder  solely  to  the  Trustees  and 
their  successors  (except  for  the  payment  of  Eight  Hundred  Dol- 
lars ($800)  per  share,  in  cash  forthwith,  provided  for  in  the 
Second  Article  hereof,  for  which  he  shall  be  liable  directly  to  the 
Insurance  Company) ,  but  only  to  the  extent  of  his  individual  par- 
ticipation in  the  syndicate. 

Each  and  every  party  hereto  will,  upon  reasonable  requesc, 
execute  and  deliver  all  further  writings  which  may  be  necessary 
or  proper  to  carry  this  Agreement  into  effect. 

The  failure  of  any  Subscriber  or  holder  of  Certificate  of  inter- 
est to  perform  any  of  his  undertakings  hereunder  shall  not  affect 
or  release  any  other  Subscriber  or  holder  of  such  Certificates  of 
Interest.  The  Trustees  may,  in  their  discretion,  by  written  con- 
sent, release  any  Siibscriber  or  holder  of  a  Certificate  of  Interest, 
who  shall  fail  to  perform  any  of  his  undertakings  hereunder,  or 
in  case — for  any  other  reason — ^the  Trustees  shall  deem  it  ad- 
visable to  release  him.  Other  Subscribers  may  be  received  to  take 
the  shares  of  any  Subscriber  or  holder  of  a  Certificate  of  Interest 
so  failing  to  perform  his  undertakings  or  so  released.  Upon  the 
failure  of  any  Subscriber  or  holder  of  a  Certificate  of  Interest 
to  perform  any  of  his  or  their  undertakings  hereunder,  the  Trus- 
tees shall  have  the  right,  at  their  option,  to  exclude  such  Sub- 
scriber or  holder  of  said  Certificate  of  Interest  from  further  in- 
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terest  or  participation  in  the  Syndicate;  and  to  retain  and  turii 
over  to  the  Insui^nce  Company  any  payments  he  may  have  made ; 
and  to  hold  him  liable  for  all  damage  caused  by  his  failure ;  and 
may,  in  their  discretion  and  in  such  manner  as  they  may  deem 
proper,  -with  or  without  proceedings  either  at  law  or  in  equity, 
dispose  of  his  interest  hereunder,  or  any  stock  to  which  he  may 
be  entitled,  or  which  he  may  be  bound  to  take,  and  hold  him  liable 
for  any  deficiency.  Such  sale  may  be  either  public  or  private ; 
iind  the  Trustees,  in  their  individual  capacity,  or  any  other  party 
hereto,  may  purchase  such  interest  or  stock. 

EIGHTH.  The  Trustees  shall  have  the  right  to  vote  the  stock 
of  the  said  NEW  YOEK  SECURITY  &  TRUST  COMPANY, 
in  person,  or  may — for  the  purpose  of  such  voting — execute  a 
proxy  or  power  of  attorney  to  such  person  or  persons  as  they  may 
deem  proper.  In  voting  the  stock  held  by  them,  the  Trustees  will 
exercise  their  best  judgment,  from  time  to  time,  to  select  suitable 
directors,  to  the  end  that  the  affairs  of  the  NEW  YORK  SECU- 
RITY &  TRUST  COMPANY  shall  be  properly  managed;  and  in 
voting  on  other  matters  that  may  come  before  them  at  any  stock- 
holders' meeting,  will  exercise  like  judgment ;  but  they  assume  no 
responsibility  in  respect  to  such  management,  or  in  respect  to  any 
action  taken  pursuant  to  their  votes  as  cast ;  and  the  Trustees  shall 
incur  no  responsibility  by  reason  of  any  mistake  of  law  or  fact 
made  by  them,  or  of  any  matter  or  thing  done  or  omitted  to  be 
done  under  this  agreement,  nor  shall  tliey  be  otherwise  liable,  ex- 
cept for  their  own  individual  bad  faith. 

In  the  proportion  that  his  individual  interest  bears  to  the  en- 
tire Syndicate  interest,  each  Subscriber  and  Certificate  holder 
hereby  agrees  to  indemnify  and  hold  harmless  the  said  Trustee 
from  any  liability  that  they  may  incur  in  connection  with  the 
trust. 

The  Trustees  shall  be  entitled  to  no  commissions  or  compensa- 
tion, in  any  way,  shape  or  form,  for  their  services  as  such  Trus- 
tees. 

The  action  of  a  majority  of  the  Trustees,  as  at  any  time  con- 
atituted,  shall  constitute  the  action  of  the  Trustees,  and  shall  have 
the  same  effect  as  if  consented  to  by  all.  It  shall  not  be  neces- 
sary for  the  Trustees  to  formally  meet  in  order  to  take  any  action 
under  this  Agreement,  or  otherwise :  Provided  a  majority  of  them 
embody  such  action  in  a  writing  signed  by  such  majority  of 
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said  Trustees ;  it  being  expressly  agreed  that  said  stock'  shall  he 
voted  in  accordance  with  the  determination  of  a  majority  of  said 
Trustees  and  that  said  Trustees  may  vote  said  stock  in  favor  of 
their  or  either  of  tiheir  election  as  a  Director  or  officer  of  the 
NEW  YORK  SECURITY  &  TRUST  COMPANY. 

The  NEW  YORK  SECURITY  &  TRUST  COMPANY,  as 
agent  for  the  Trustee,  shall  incur  no  liability  except  for  its  indi- 
vidual bad  faith. 

NINTH.  The  Trustees  shall  collect  all  dividends  on  said 
stock,  and  shall  forthwith  distribute  the  same  to  the  holders  of  the 
Certificates  of  Interest,  in  proportion  to  their  respective  interests. 

The  Trustees  need  not  require  the  holders  of  the  Certificates 
of  Interest  to  present  the  same  in  order  to  receive  the  dividends 
which  may  be  distributed  by  the  Trustees,  but  may  mail  such 
dividend  to  the  persons  in  whose  name  the  Certificates  of  Interest 
stand  on  the  books  kept  by  the  Trustees;  and  shall  be  entitled, 
for  all  dividend  purposes,  to  treat  the  persons  whose  name  ap- 
pears on  such  books,  as  the  owners  of  such  Certificates  of  In- 
terest. 

No  distribution  of  stock  or  of  moneys  received  from  the  sale 
of  stock,  shall  be  made  to  Certificate  holders  except  upon  the 
presentation  and  surrender  of  the  Certificates  of  Interest,  unless 
any  such  Certificate  of  Interest  be  lost  or  destroyed.  Tn  which 
case  the  Trustees  shall  be  entitled  to  make  distribution  upon 
receiving  such  a  bond  or  indemnity  as  they  may  think  proper ;  and 
for  nothing  done  under  this  Article  shall  the  Trustees  be  person- 
ally liable. 

TENTH.  Nothing  contained  in  this  Agreement  or  otherwise 
shall  be  held  or  construed  to  constitute  the  Subscribers  or  holders 
of  the  Certificates  of  Interest  to  be  issued  hereunder,  partners  with 
the  Trustees  or  with  one  another ;  or  to  render  them  liable  to  con- 
tribute more  than  their  reasonable  amounts  as  aforesaid;  the 
Agreement  of  each  Subscriber  being  on  behalf  of  himself,  his 
executors,  administrators  and  assigns,  and  not  on  behalf  of  any  of 
the  other  Subscribers  hereto. 

ELEVENTH.  Each  subscriber  shall  set  opposite  his  subscrip- 
tion his  address ;  and  each  successive  holder  of  Certificates  of  In- 
terest shall  furnish  the  Trustees  with  his  address  (a  registry  book 
thereof  to  be  kept  by  the  Trustees  at  the  office  of  the  Trust  Com- 
pany), to  which  notices,  calls  or  other  communications  should  be 
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sent;  and  in  case  a  call  or  other  communications  is  addressed  to 
any  Subscriber  at  the  address  appearing  in  such  registry  book;  it 
shall  be  deemed  as  actually  given  to  such  subscriber  or  holder  of 
such  Certificate  of  Interest,  and  it  should  be  deemed  sufficient  for 
all  purposes  hereof.  If  any  subscriber  or  holder  of  said  Certifi- 
cates of  Interest  shall  fail  to  so  furnish  his  address  to  the  Tras- 
tees,  he  shall  not  te  entitled  to  any  notice  hereunder,  and  he  shall 
be  deemed  to  assent  to  any  action  of  the  said  Trustees. 

The  affidavit  of  any  employee  of  the  Trustees  or  of  the  NEW 
YORK  SECUEITY  &  TEUST  COMPANY,  that  any  notice  has 
been  mailed  or  any  address  received  or  not  received  by  the  Trus- 
tees shall  be  conclusive  evidence  of  such  fact. 

TWELFTH :  The  word  "  Trustee,"  wherever  used  herein,  is 
intended  to  cover  Charles  S.  Eairchild,  John  A.  McCall  and 
GreoTge  W.  Perkins,  their  successors  or  survivors  or  survivor. 

THIETEENTH :  It  is  the  intention  of  this  AgTcemenl  that 
the  NEW  YOEK  LIIE  INSUEANCK  COMPANY  should  sell 
the  above  mentioned  shares  of  stock  of  the  NEW  YOEK  SECUE- 
ITY AND  TEUST  COMPANY  to  the  Syndicate,  and  should 
have  an  opportunity  to  receive  one-half  (^)  of  the  increase  in 
value  of  said  stock  during  the  five  years  from  January  1st,  1902, 
and  that  such  stock  should  be  placed  in  trust  during  such  period, 
if  James  N.  Hill,  and  John  0.  McCall  should  live  so  long. 

Provision  has  been  made,  -as  far  as  possible,  for  arriving  at  the 
fair  value  of  said  stock,  and  for  the  disposition  of  said  stock  after 
such  value  has  been  fixed. 

In  case  the  provisions  hereto.^ore  made  shall  be  in  any  way  de- 
fective, or  there  shall  be  any  difficulty  in  carrying  them  out,  it 
is  hereby  agreed  that  the  Trustees  shall  take  such  steps  as  in  their 
opinion  are  proper,  to  accomplish  the  general  purposes  of  this 
Agreement;  and  the  judgment  of  the  Trustees  thereon  shall  be 
final. 

FOURTEENTH:  This  Agreement  shall  become  binding  until 
Subscribers  for  said  entire  number  of  shares,  to  wit,  Five  Thous- 
and and  Five  (5,005)  shares  shall  have  signed  this  Agreement. 

IN  WITNESS  WHEEEOF,  the  party  horeto  of  the  first  part 
has  hereuuto  caused  its  corporate  name  and  seal  to  be  affixed; 
and  the  parties  hereto  of  the  second  part  and  the  parti p?  hereto 
of  the  third  part  have  hereunto  caused  their  respective  names  to  be 
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affixed,  the  day  and  year  first  hereinabove  written  it  being  under- 
stood that  for  convenience  this  Agreement  may  be  subscribed  in 
several  parts  and  copies  with  like  force  and  effect  as  if  all  the 
Subscribers  were  on  one  part  of  copy  thereof. 

(Seal)         NEW  TOKK  LIFE  INSUEANOE  CO. 

Per  ]Sr.  Tuck 
Vice-President. 

CHARLES  S.  FAIROHILD, 
JOHN  A.  McCALL, 
GEO.  W.  PERKINS. 
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James  I.  Barr  . 10 

George  E.  Baker ' 250 

Blair  &  Co 200 

John  M.  Bowers 50 

Norman  B.  Ream 250 

O.  W.  Bright  155 

George  C.  Clark 100 

Louis  E.  Dommerich 20 

German  American  Ins.  Co 200 

James  J.  Hill  .  .T 305 

James  Ledlie  Hees   25 

E.  Clarence  Jones 25 

Charles  Lanier lOG 

George  Leask 10 

Woodbury  Langdon 60 

J.  P.  Morgan  &  Co. 1,000 

John  J.  Mitchell '     50 

George  Austin  Morrison 25 

John  S.  Phipps 650 

John  D.  Rockefeller 500 

B.  Aymar  Sands 50 

0.  M.  Schwab 300 

James  Stillman  , 350 

John  W.  Sterling 150 

Charles  Stewart  Smith 20 

Frank  Tilford '. . .  150 

5j005 
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MEMOEANDTTM  OF  AGKEEMENT,  made  this  9th  day  of 
December,  by  and  between  the  NEW  YOEK  LIFE  INSUE- 
ANCE  COMPANY,  party  of  the  first  part,  and  OHAKLES  S. 
FAIRCHILD,  JOHN  A.  McCALL,  and  GEORGE  W.  PER- 
KINS, parties  of  the  second  part. 

WHEREAS,  an  Agreement,  a  copy  of  which  is  hereto  annexed, 
bearing  date  the  9th  day  of  December,  1901,  is  about  to  be  exe- 
cuted by  the  parties  hereto; 

NOW,  THEREFORE,  in  consideration  of  the  NEW  YORK 
LIFE  INSURANCE  COMPANY  executing  said  Agreement 
and  of  One  Dollar  ($1.00)  by  said  Company  to  the  parties  of  the 
second  part  in  hand  paid,  the  receipt  of  which  is  hereby  acfcnowl- 
edged,  the  parties  of  the  second  part  agree  that,  at  least  one  week 
before  the  time  when  it  shall  be  necessary  for  them  to  exercise 
their  right  to  purchase  under  said  Agreement,  they  will  request, 
in  writing,  the  New  York  Life  Insurance  Company  to  notify 
them  whether  or  not  they  shall  purchase  such  stock,  and  in  case 
the  New  York  Life  Insurance  Company  notifies  them  in  writing 
within  three  days  thereafter,  that  it  desires  them  to  make  such 
ptirchase,  and  agrees  to  indemnify  and  hold  them  harmless  in 
all  respects  and  to  cause  them  to  be  provided  with  funds  to  pay 
for  such  stock,  they  will  make  such  purchase  and  will  dispose 
of  the  stock  so  purchased  in  such  manner  as  the  New  York  Life 
Insurance  Company  shall  request. 

IN  WITNESS  WHEREOF,  the  parties  hereto  have  executed 
this  Agreement  this  9th  day  of  December,  1901. 

NEW  YORK  LIFE  INSURANCE  CO. 

Per  H.  Tuck,  Vice-President. 

(Seal.) 

CHARLES  S.  FAIRCHILD. 

GEO.  W.  PERKINS. 

JOHN  A.  McCALL. 
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Exhibit  No.   44. 

Memorandum  for  Comptroller. 

Among   our    non-ledger    assets    appear    the    following    stocks, 
which  have  recently  eome  into  our  possession  from  different  syn- 
dicate investments  which  we  have  made: 
1000  shares  Kanawha  &  Hocking  Coal  &  Coke  Co.,  of 

the  par  value  of $100,000 

2100  shares  Erie  Railway  first  preferred  stock  of  the 

par  value  of 210,000 

Kindly  make  the  necessary  entries  (as  to  the  par  values)  on 
the  books  of  your  Department,  and  much  oblige, 

Yours  truly, 

E.  D.  Randolph,  Treasurer. 


ExTiibit   No.   45. 

ERIE  RY., 

1st  prfd.  stock. 

Par.  100 

Principal 

1902 

1904 

1/23         $210,000                                              6/2 

$210,000 

See  Han.  Bldg. 

Off  a/c 

On  the  reverse  side  of  this  card  we  have  the  items 

as  follows : 

Erie  Ey.  stock. 

1903         see  prof,  on 

2/28        Deo.  bet.  bef. 

1903 

2/28 

1904 

2/28 

Exhibit  No.   46. 

(Marked  for  identification.) 
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Exhibit  No.  47. 

(Marked  for  identification.) 


Exhibit  No.   48. 

SYOT>ICATE  ACCOUNT. 

Toronto,  Hamilton  &Btiffalo  Ey.  1st  Mtge.  4's,  due    . 
■  June,  1946. 
1898. 
Dee.  29.  To  participation  $875,000 

at  91 $796,250.00 

1899. 

Dec.  28.  To  profit  and  loss 44,986.96     $841,236.96 

1899. 

Jan.  4.  By  check  E.  IST.  Gibbs,  for 

his  corns,  as  manager $937.50 

Apr.  17.  Del'd  $50,000  at  91 45,500.00 

May  25.  Del'd  $25,000  at  91 22,750.00 

July     5.  Del'd  $300,000  at  91 273,000.00 

.July   5.  Del'd   N.   Y.   L.   Ins.   Co. 

$500,000  at  99 495,000.00 

July  5.  Profits  from  syndicate 4,049.46     $841,236.96 


TORONTO,  HAMILTON  &  BUFFALO  RAILWAY  COM- 
PANY. 

1st  Mtge.  A:fs,  Due  June  1,  1946. 
1899.      ^ 

July  5.  To  $500,000  at  99 $495,000.00 

Dec.   30.  Addition 34.10 

1900. 

Dec.  31.  Addition 72. 31 

1901. 

Dec.  31.  Addition ^  'i'5.27 

1902. 

Dec.' 31.  Addition ■  '^8.37 

1903. 

Dfcc.  31.  Addition  . ; 81. 58 

3       ' 
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1904. 

Dec.  31.  Addition $84 .  86    $495,426 .  49 

1899. 

July  5.  By  check  E.  K  Gibbs,  for 

Lis  corns,  as  manager $1,875.00 

Balance 493,551.49    $495,426.49 


Exhibit  No.  49. 

NEW  YORK  LIFE  and  GOLi)MAIT,  SACHS  &  CO., 
Joirt  Account.  CHICAGO  &  ALTON  RAILROAD  COM- 
PANY, 3  per  cent.  Refunding  50-year  Gold  Bonds,  Due  October 
1st,  1949'. 

1899. 
Oct,    17.  To  $4,000,000  at. 96  and  interest....     $3,845,333.33 

Nov.     1.  To  $1,500,000  at  96  and  interest 1,443,750.00 

Nov.  22.  To  $1,500,000  at  96  and  interest. . . .       1,446,375 .  00 

Dec.   15.  To  $3,000,000  at  96  and  interest 2,898,500.00 

1901. 
June  29.  "To  amounts  credited  B.  &  S.  in  error.  3,190.74 
Sep.   30.  -To  amount  credited  April  2/00  in  er- 
ror (flat  price) ; 4. 17 

Oct.      7.  To  temporary   loans 400,000 .  00 

Oct.      7.  To  profits  on  joint  account  to  G.  S. 

&  Co 1,937.91 

Oct.    31.  To  profits  on  joint  account  to  N.  Y. 

Life 1,937.92 

$10,041,029.07 
•  1899. 

'Nov,  8.  By  $25,000  sold  at  98^  and  interest $24,702 .  08 

Nov.  10.  By  $21,000  sold  at  99  and  interest  . .,  -20,858.25 

1900.  ..^ 

Mar.  6.  By  $50,000  sold  at  99^  and  interest 49,895 .  83 

Apr.  2.  By  $50,000  sold  at  98^ 49,250.00 

Apr.  10.  By  $5,000  sold  at  98^  and  interest 4,928.76 

De(3.  29.  By  temporary  loans 400,000.  OO 


Exhibits  —  Part  I.  87 


1901. 

Jan.  26.  By  $250,000  sold  at  96  and  interest. .  $242,395.83 

June  18.  By  $500,000  sold  at  96 480,000 .  00 

June  20.  By  $250,000  sold  at  96 240,000 .  00 

June  29.  By  amounts  charged  B.  &  S.  in  error. .  33,958.33 
Oct.  Y.  By  delivered  G.  S.  &  Co.,  $3,925,000  at 

96 3,768,000.00 

Oct.  31.  By  transferred  to  regular  account 4,727,040.00 


$10,041,029.07 


Exhibit  No.  50. 


NEW  YORK  LIFE  INSURANCE  COMPANY  — FIEM 

BONDS. 

CHICAGO  AND  ALTON  KAILEOAD  COMPANY,  3  per 
cent,  refunding  50-year  Gold  Bonds,  Due  October  1,  1949. 

1901. 

Oct.  31.  To  joint  account  $4,924,000 $4,727,040.00 

Oct.  11.  Bought  $20,000  at  86.916 17,383.33 

Oct.  14.  Bought  $381,000  at  87.679 334,057.88 

Oct.  15.  Bought  $5,000  at  87.63 4,381.67 

Oct.  16.  Bought  $10,000.at  871/2 8,750.00 

Dec.  31.  Addition 1,751. 57 

1902. 
Dec.  30.  Addition ' 2,296.50 

1903. 
Dec.  31.  Addition 2,370.34 

1904. 
Dec.  31.  Addition 2,446.55 

$5,100,477.84 

1904. 
Dec  31.  To  balance  ....::. 5,100,477.84 

$5,100,477.84 


Exhibit   No.    51. 

(Marked  for  identification.)' 
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Endorsed : 


REPUBLIC  OF  CUBA. 

Five  Pee  Cent.  Gold  Bonds  of  1904. 

SYNDICATE  AGREEMENT. 

Dated  Eebruary  16,   1904. 

SPEYER  &  CO.,  New  York, 

Syndicate  Managers. 

AGREEMENT  made  this  16th  day  of  February,  1904,  by  and 
between  SPEYER  &  CO.,  of  the  City  of  New  York,  hereinafter 
called  the  "  Syndicate  Managers,"  parties  of  the  first  part,  and 
the  subscribers  hereto,  severally,  each  of  whom  is  hereinafter 
termed  a  "  Subscriber,"  and  all  of  whom,  taken  together  with  the 
said  parties  of  the  first  part,  are  termed  the  "  Syndicate,"  parties 
of  the  second  part. 

WHEREAS,  The  Republic  of  Cuba,  acting  under, the  law  of 
February  27,  1903,  as  amended  by  the  law  of  January  25,  1904, 
proposes  to  issue  Thirty-five  Million  Dollars  ($35,000,000)  five 
per  cent,  gold  bonds,  to  be  known  as  "  Republic  «f  Cuba  five  per 
cent;  Gold  Bonds  of  1904,"  which  said  bonds  are  to  be  coupon 
bonds  of  denominations  to  be  hereafter  determined,  with  the 
privilege  of  registration,  to  be  dated  March  1,  1904,  and  to  be 
payable  March  1,  1944,  except  so  far  as  previously  retired  by  the 
Sinking. Fund,  and  to  bear  interest  at  the  rate  of  five  per  cent, 
per  annum,  payable  semi-annually  on  -the  first  days  of  March  and 
September  in  each  year,  both  principal  and  interest  being  payable 
in  the  City  of  New  York,  in  United  States  gold  coin  of  the  present 
standard  of  weight  and  fineness,  and  in  such  European  cities  and 
in  such  foreign  moneys  as  may  be  designated,  and  are  to  be  ex- 
empt from  all  kinds  of  Cuban  taxes  that  now  exist  or-  may  be 
imposed  hereafter;  and 

WHEREAS,  Speyer  &  Co.  (having  heretofore  purchased  from 
the  Government  of  Cuba  all  said  $35,000,000  Bonds)  have  agreed 
to  sell  to  a  syndicate,  of  which  they  are  to  be  the  managers  and  in 
whidi  the  subscribers  desire  to  join.  Twenty  Million  Dollars 
($20,000,000)   face  value  of  the  said  bonds  at  ninety-one  per 
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cent.  (91  per  cent.)  and  accrued  interest,  witli  the  option  to  the 
Syndicate  until  Septemher  1,  1904,  to  buy  all  or  any  part  of  the 
remaining  Fifteen  Million  Dollars  ($15,000,000)  face  value  of 
bonds  at  ninety-two  and  one  half  per  cent.  (92^  per  cent.)  and 
accrued  interest. 

NOW,  THIS  AGREEMENT  WITNESSETH,  That  in  con- 
sideration of  the  premises  and  the  mi^ial  promises  herein  con- 
tained, the  subscribers  hereto  severally  agree  with  each  other  and 
with  the  Syndicate  Managers  as  follows: 

FIKST^  Each  subscriber  hereby  agrees  to  purchase  the  amount 
of  said  Republic  of  Cuba  five  per  cent.  Gold  Bonds  of  1904 
(or  of  temporary  certificates  issued  by  Speyer  &  Co,  representing 
the  same)  which  is  set  opposite  his  signature  hereto,  and  to  pay 
for  the  same  ninety-one  per  cent.  (91  per  cent.)  of  the  face  value 
thereof  and  accrued  interest  as  herein  provided,  and  also  to  pur- 
chase at  any  time,  or  from  time  to  time,  at  ninety-two  and  6ne- 
half  per  cent.  (92'/^  per  cent.)  of  the  face  value  thereof  and  ac- 
crued interest,  a  further  portion  or  portions  of  the  Eifteen  Million 
Dollars  ($15,000,000)  of  said  bc^nds,  which  are  subject  to  the 
option  of  purchase  above  mentioned  (or  of  the  part  or  parts 
thereof  which  the  Syndicate  Managei*s  shall  under  said  option 
at  any  time,  or  from  time  to  time,  elect  to  purchase),  which  shall 
bear  the  same  ratio  to  the  whole  amount  which  the  Syndicate 
Managers  shall  so  elect  to  purchase  as  the  amount  of  bonds  set 
opposite  his  signature  'hereto  bears  to  the  amount  of  Twenty 
Million  Dollars  of .  such  bonds  purchased  firm  as  aforesaid. 

The  Syndicate  Managers,  parties  hereto  of  the  first  part,  may 
be  subscribers  to  the  Syndicate  and  to  the  extent  of  their  sub- 
scription shall  be  liable  hereunder  for  and  entitled  to  receive  their 
ratable  proportion  of  the  said  bonds  or  temporary  certificate.^, 
or  of  the  net  proceeds  of  the  sales  thereof,  in  the  same  manner 
as  other  subscribers. 

SECOND.  The  subscribers  will  at  any  time,  and  from  time  to 
time  (but  not  before  June  1,  1904),  make  cash  payments  on 
account  of  their  respective  subscriptions  hereunder,  as  called  for 
bv  the  Syndicate  Managers.  At  least  five  days  previous  notice 
in  writing  shall  be  given  by  the  Syndicate  Managers  in  the  man- 
ner herein  provided,  of  the  amount  and  date  when  each  payment 
is  to  be  made,  and  each  subscriber  will  promptly  pay  when  and 
as  required  by  such  notices. 
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THIKD.  All  subscriptions  shall  be  payable  to  the  Syndicate 
Managers  at  their  office  in  the  City  of  New  York,  and  on  making 
the  first  payment  eadi  subscriber  shall  be  entitled  to  receive  a 
Participation  Certificate  certifying  that  the  subscriber  or  his 
assigns,  so  long  as  he  or  they  shall  not  be  in  default  hereunder,  is 
or  are  entitled  to  participate  pro  rata  in  the  benefits  of  the  Syndi- 
cate formed  hereunder  and  to  receive  his  ratable  proportion  of 
said  bonds  or  temporary  certificates  when  the  Syndicate  Managers 
shall  deliver  the  same,  or  of  the  net  proceeds  thereof  if  and  so 
far  as  sold.  The  said  Participation  Certificates  shall  be  of  Such 
tenor  and  form  as  the  Syndicate  Managers  may  determine,,  and 
all  subsequent  payments  shall  be  receipted  for  or  endorsed 
tiiereon. 

EOURTH.  The  Syndicate  Managers  may  retain  all  of  the 
bonds  or  temporary  certificates  for  the  bonds  purchased  by  the 
Syndicates  either  from  or  under  the  said  option,  for  such  period 
as  in  their  discretion  they  may  deem  expedient,  not  exceeding 
twelve  months  from  the  first  day  of  March,  1904,  and  from  time 
to  time  during  said  period,  and  at  any  time  before  final  distribu- 
tion hereunder,  they  may  for  account  of  the  Syndicate  deal  in  and 
buy  and  sell  all  or  any  of  such  bonds  or  temporary  certificates, 
at  public  or  private  sale,  at  such  prices  as  they  may  deem  fit, 
and  in  -their  discretion  they  may  repurchase  and  resell  the  same 
for  account  of  the  Syndicate  at  such  prices  as  they  may  deem 
proper  and  advisable.  Within  such  period  or  periods  as  the 
Syndicate  Managers  may  prescribe,  and,  with  their  written  con- 
sent, any  subscriber  may,  on  payment  of  one  per  cent,  on  the  face 
value  of  bonds  withdrawn  (as  being  his  pro  rata  share  of  the  esti- 
mated expenses  of  the  Syndicate  and  the  commission  on  sales), 
withdrawn  from  sale,  at  the  respective  prices  for  firm  arid  option 
bonds  herein  specified,  his  pro  rata  share  of  the  unsold  bonds  oi- 
temporary  certificates  included  in  the  firm  purchase  or  the  option 
above  mentioned.  Each  suCh  withdrawing  subscriber  must  sim- 
ultaneously with  such  withdrawal  agree  that  he  will  not,  Avithout 
the  written  consent  of  the  Syndicate  Managers,  sell  or  offer  for 
sale  any  such  withdrawn  bonds  or  temporary  certificates  before 
the  termination  of  the  Syndicate  Agreement. 

FIFTH,  The  Syndicate  Managers  will  make  no  charge  to 
subscribers  for  their  services  in  managing  the  Syndicate,  but  in 
respect  of  bonds  or  temporary  certificates  sold  by  them  shall  be 


Exhibits  —  Part  I.  91 


entitled  to  receive  the  commissioii  of  one-half  of  one  per  cent, 
upon  the  face  value  of  the  bonds  or  temporary  certificates  sold, 
which  may  be  allowed  by  them  to  issuing  houses.  The  Syndicate 
Managers  shall  determine  the  profits  and  losses  of  4;he  Syndicate 
and  such  determination  thereof  shall  be  final.  All  profits  and 
losses  of  the  Syndicate  shall  be  divided  and  borne  by  the  sub- 
scribers pro  rata. 

SIXTH.  The  Syndicate  Managers  shall  have  authority,  so 
long  as  this  agreement  is  in  force,  to  incur  such  expenses,  includ- 
ing cost  of  engraving,  preparation  and  execution  of  bonds  and 
temporary  certificates,  counsel  fees,  advertising,  commissions  and 
brokerages  paid  on  purchases  or  sales  of  bonds  and  outlays  of  any 
other  character,  as  they  may  deem  proper  and  in  the  interest  of 
the  Syndicate;  and  all  such  expenses  shall  be  a  charge  against 
the  Syndicate. 

SEVENTH.  iN'othing  herein  contained  or  otherwise  shall 
constitute  the  parties  hereto  partners  or  shall  render  any  one  of 
the  subscribers  liable  to  contribute  more  than  his  several  and  pro- 
portionate amount  as  herein  provided,  or  shall  prevent  any  of 
the  parties  from  contracting  with  each  other  with  reference  to 
any  of  their  respective  interests. 

Each  subscriber  signing  this  agreement  or  any  counterpart 
thereof  shall  set  opposite  his  name  the  amount  of  his  subscrip- 
tion to  the  $20,000,000  face  value  of  the  said  bonds  purchased 
firm,  and  each  subscriber  shall  be  called  upon  to  pay  and  be  liable 
for  only  such  portion  or  portions  of  said  $20,000,000  of  firm 
bonds,  and  of  the  amount  or  amounts  of  said  $15,000,000  of 
option  bonds  in  respect  of  which  the  option  shall  be  exercised  as 
aforesaid,  as  the  amount  set  opposite  his  signature  hereto  shall 
bear  to  the  sum  of  $20,000,000. 

EIGHTH.  The  Syndicate  shall  continue  until  March  1, 1905  ; 
but  the  Syndicate  Managers  shall  be  the  sole  and  final  judg«8 
as  to  whether  at  any  time  it  is  to  the  interest  of  the  Syndicate 
to  proceed  further  -under  this  agreement,  and  they  naay  at  any 
time  prior  to  said  date,  by  notice  in  writing  to  the  subscribers, 
terminate  this  agreement,  in  which  event  any  and  all  bonds  or 
temporary  certificates  then  held  for  account  of  the  Syndicate, 
and  the  proceeds  of  such  bonds  or  certificates  as  may  have  been 
sold,  shall  remain  charged  with  the  payment  of  all  expenses  and 
liabilities  by  them  incurred  hereunder,  and  shall  be  applied  and 
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dealt  with  as  above  ptovided.  The  Syndicate  Managers  may  -also 
tenninate  this  agreement  in  case  of  the  failure  of  the  Govern- 
ment of  Cuba  to  deliver  to  Speyer  &  Company  all  of  said  $35,- 
000,000  of  said  bonds  purchased  by  Speyer  &  Company  as  afore- 
said, or  if  Speyer  &  Company,  under  advice  of  counsel,  decline 
to  accept  same. 

iN^INTH.  The  Syndicate  Managers  may  sell  any  bonds  or 
temporary  certificates  held  hereunder  to  any  subscriber  and  any 
such  subscriber  may  make  any  purchase  of  bonds  or  temporary 
certificates  from  the  Syndicate  Managers.  The  Syndicate  Man- 
agers shall  have  absolute  control  over  the  disposition  of  all  bonds 
and  temporary  certificates  held  by  them  hereunder,  subject  to  the 
provisions  hereof.  They  shall  have  sold  direction  and  manage- 
ment and  entire  control  of  the  Syndicate,  and  shall-  have  exclusive 
pov7er  to  determine  whether  and  to  what  amount  or  amounts  and 
at  what  time  or  times  the  option  of  purchase  above  mentioned 
shall  be  exercised.  They  shall  be  sole  judges,  in  behalf  of  the 
Syndicate,  as  to  the  form  and  terms  of  the  said  bonds.  The 
enumeration  of  particular  or  specific  powers  in  this  agreement 
shall  not  be  considered  as  in  any  way  limiting  or  abridging  each 
power  and  discretion  intended  to  be  conferred  upon  and  reserved 
to  the  Syndicate  Managers,  in  order  to  authorize  them  to  do 
any  and  all  things  proper,  necessary  or  expedient  in  their  discre- 
tion to  carry  out  the  purposes  of  this  agreement.  The  Syndicate 
Managers  shall  not  be  liable  for  any  error  of  jiidgment  nor  for 
any  mistake  of  law  or  fact  nor  for  anything  except  gross  neglig- 
ence or  bad  faith.  Each  subscriber  nominates  and  appointis  the 
Syndicate  Managers  his  agents  and  attorneys  irrevocably  unti' 
the  termination  of  this  agreement  to  enter  into  or  execute  any 
and  all  arrangements  or  agreements  deemed  by  the  Syndicate 
Managers  expedient  or  necessary  to  carry  out  and  perform  said 
agreement  for  the  purchase  of  the  said  bonds  by  the  Syndicate 
and  the  issue  of  the  temporary  certificates  herein  referred  to,  an-1 
to  accomplish  the  objects  and  purposes  of  the  Syndicate,  and  eacli 
subscriber  hereby  ratifies  and  assents  to  any  action  of  the  Syndi- 
cate Managers  taken  under  this  agreement,  and  agrees  to  per- 
form his  undertakings  herein  from  time  to  time  promptly  on  call 
of  the  Syndicate  Managers,  to  the  full  extent  of  his  proportioif 
of  the  entire  Syndicate  liability.  - 

TENTH.  The  failure  of  any  subscriber  to  perform  any  of 
his  undertakings  hereunder  shall  not  affect  or  release  any  othei 
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subscriber.  In  case  of  any  and  every  such  failure  the  Syndicate 
Managers  may,  at  their  sole  and  exclusive  option,  exclude  sucli 
failing  subscriber  from  further  interest  and  participation  in  the 
Syndicate  and  forfeit  all  payments  theretofore  made  by  him  here- 
under and  hold  the  failing  subscriber  liable  for  any  damages 
that  may  have  been  caused  by  such  failure. 

The  Syndicate  Managers  may  in  their  discretion  release  any 
subscriber,  either  absolutely  or  iipon  such  terms  as  the  Syndicate 
Managers  may  prescribe,  and,  in  caSe  of  failure  to  perform  on 
the  part  of  any  subscriber,  or  a  release  of  any  subscriber  by  the 
Syndicate  Managers,  other  subscribers  may  be  received  by  tbo 
Syndicate  Managers  to  take  the  place  of  the  subscribers  so  failing 
to  perform  or  so  released. 

ELEVENTH.  The  term  "  Syndicate  Managers  "  as  herein 
used  shall  be  deemed  to  apply  to  the  firm  of  Speyer  &  Company, 
as  the  same  is  at  present  constituted  and  as  it  may  hereafter  at 
any  time  be  constituted. 

TWELFTH.  Each  subscriber  shall  set  opposite  his  subscrip- 
tion hereunder  vsritten  an  address  to  which  notices  or  other  com- 
munications may  be  sent,  and- any  such  notice  or  communication 
addressed  to  any  subscriber  at  the  address  so  given,  and  either 
left  at  such  address  or  deposited  in  a  post  office,  enclosed  in  a 
post-paid  wrapper  addressed  to  such  subscriber  at  such  address, 
shall  be  deemed  actually  given  to  such  subscriber  on  the  date  of 
so  leaving  or  depositiiig  the  same,  and  shall  be  sufficient  for  all 
the  purposes  of  this  agreement.  If  any  subscriber  shall  fail  so 
to  furnish  his  address  to  the  Syndicate  Managers,  he  shall  not 
be  entitled  to  any  notice  or  other  communication,  and  he  shall  be 
deemed  to  assent  to  any  action  of  the  Syndicate  Managers. 

THIRTEENTH.  An  original  copy  of  this  agreement  shall 
be  signed  by  the  Syndicate  Managers  and  retained  by  them,  and 
one  or  more  counterparts  may  be  signed  by  the  subscriber,  but 
all  together  shall  be  taken  and  deemed  to  be  but  one  original  in- 
strument. 

FOURTEENTH.  This  agreement  shall  bind  the  subscribers^ 
respectively,  their  respective  personal  representatives,  successors 
and  assigns. 
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EST  WITNESS  WHEREOF  the  Syndicate  Managers,  parties 
of  the  first  part  hereto,  have  subscribed  an  original  hereof,  find 
the  subscribers,  parties  of  the  second  'part  hereto,  have  subscribed 
said  original  or  a  counterpart  thereof,  as  of  the  day  and  year  first 
above  written. 

SPEYER  &  CO. 

Firm  bonds 
(face  value.) 
Name  of  subscribers.  Address.  subscribed  for 

The  Mutual  Life  Insurance  Company  of  New 

York,  32  Nassau  street $2,500,000 

Signed : 

,  Secretary.  F.  C,  Treasurer. 


Exhibit  No.   53. 

(Marked  for  identification.) 


Exhibit  No.   54. 

(Marked  for  identification.) 
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Exhibit   No.   56. 

Speyer  &  Co. 

New  York,  Oct.  20,  1904. 
Private  and  confidciitirJ. 

UJS^ITED  STATES  OF  MEXICO. 

$40,000,000  four  per  (joiit.  gold  bonds  of  1904,  original  purchase 
syndicate. 

Mutual  Life  Insurance  Co. 

Dear  Sirs. —  We  beg  to  inform  you  -that  in  conjunction  with 
Messrs.  Speyer  Bros.,  London,  Mr.  Lazard  Speyer-EUissen,  Frank- 
fort, Deutsche  Bank,  Berlin,  Banca  ISfacional  de  Mexico,  City  of 
Mexico,  and  Messrs.  Teixeira  de  Mattos  Bros.,  Amsterdam,  we 
have  contracted  to  purchase  fi'om  the  United  States  of  Mexico 
$40,000,000  4  per  cent,  gold  bonds  of  1904,  at  89  and  accrued 
interest. 

The  bonds  are  to  be  paid  as  follows : 

$31,500,000  as  soon  as  the  bonds,  or  suitable  temporary  cer- 
tificates representing  same,  are  issued ;  $12,500,000  on  June  1, 
1905 ;  $6,000,000  on  June  1,  1906 ;  we  having  the  right  to  antici- 
pate payment  9f  the  last  two  installments. 

The  duration  of  the  syndicate  is  for  one  year  from  November 
1,  1904,  and  the  management  is  entirely  in  our  hands. 

The  purchase  of  the  bonds  is  subject  to  ratification  by  the 
Mexican  Congress,  and  all  legal  matters  involved  are  to  be  satis- 
factory to  our  counsel. 

In  accortlance  with  our  understanding,  you  participate  in  this 
purchase  to  the  extent  of  $4,500,000  bonds,  acceptance  of  which 
please  confirm. 

We  reserve  the  right  to  make  a  pro  rata  rate  reduction  not 
exceeding  10  per  cent,  of  all  participations,  should  we  find  it 
necessary  to  do  so  in  order  to  secure  the  Paris  quotation  for  this 
loan. 

As  we  have  already  informed  you,  we  ha\-c  sold  to  a  syndicate 
$25,000,000  of,  these  bonds  at  90  and  accrued  interest,  with  an 
option  until  May  1,  1905,  to  buy  all  or  any  part  of  the  remeiining 
$15,000,000  bonds  at  91  and  accrued  interest. 

We  remain  your  tnily, 

SPEYEE  &  CO. 
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Eshibit  No.   57. 

Speyer  &  Ca,  leftterhead. 

New  York,  Oct.  20,  1904 

TJinTED  STATES  OF  MEXICO. 

_  $40,000,000  four  per  cent,  gold  bonds  of  1904  syndicate, 
^riitual  Life  Insurance  Co.,  city: 

^  Dear  Sir. —  We  beg  leave  to  inform  you  that  in  conjunction 
with  Messrs.  Speyer  Bros.,  London,  Mr.  Lazard  Speyer-EUissen, 
Frankfort-on-Main,  Deutsche  Bank,  Berlin,  and  Messrs.  Teixeira 
de  Matos  Bros.,  Anasterdam,  we  have  contracted  for  the  purchase 
of  $40,000,000  4  per  cent,  gold  bonds  of  the  United  States  of 
Mexico,  and  we  are  now  forming  a  syndicate  to  buy  $25,000,000 
of  these  bojids  at  90  and  accrued  interest,  with  the  option  until 
May  1,  1905,  to  buy  all  or  any  part  of  the  remaining  $15,000,000 
bonds  at  91  and  accrued  interest.  It  is  our  expectation  to  offer 
these  bonds  for  public  subscription  and  the  issuing  houses  will 
charge  ^  per  oemt.  commission  on  sales. 

The  duration  of  the  syndicate  is  for  one  year  from  November 
1,  1904,  unless  sooner  dissolved  by  us,  and  the  management  is 
entirely  in  our  hands. 

The  purchase  of  the  bonds  is  subject  to  ratification  by  the 
^Mexican  Congress  and  all  legal  matters  involved  are  to  be  satis- 
factory to  our  counsel. 

We  shall  inform  you  in  due  course  when  the  bonds,  or  tempo- 
rary certificates  for  same,  will  be  delivered,  and  are  to  be  paid 

for. 

We  reserve  the  right  to  make  a  pro  rata  reduction  not  exceed- 
ing 15  per  cent.  6f  all  participations,  should  we  find  it  necessary 
to  do  so,  in  order  to  secure  the  Paris  quotation  for  this  loan. 

We  have  reserved  for  you  an  interest  of  $2,500,000  bonds  in 
the  syndicate  firm  purchase,  with  a  proportionate  interest  in  the 
option,  acceptance  of  which  please  confirm  to 

Yours  truly, 

SPEYEK  CO. 
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Exhibit  No.   59. 

(Maxked  for  identification.) 


Exhibit   No.   60. 

(Marked  for  identification.) 


Exhibit  No.   61. 

(Marked  for  identification.) 
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(Marked  for  identification.) 


Exhibit   No.    63. 

BANK  BALANCES. 

2  National  Bank  of  Commerce  —  SeGurities,  Loans  on  B.  &  M. 

account,  Collateral  Loans. 
2  First  National  Bank  —  Death  Claims,   Endowments,   Surplus 

policies,  Dividends,  and  Annuities. 
2  Merchants'  Exchange  National  Bank  —  Expenses. 
0  American  Exchange  National  Bank  —  Loans  on  Policies. , 
2  Guaranty  Trust  Co. 
2  United  States  Mortgage  &  Trust  Co. 
2  Central  Trust  Co. 
2  Metropolitan  Trust  Co. 

2  Fifth  Avenue  Trust  Co. 

3  Title  Guarantee  &  Trust  Co. 
2  Morton  Trust  Oo. 

2  Mutual  Alliance  Trust  Co. 

3  Lawyers  Title  Insurance  &  Trust  Oo. 
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2  Brooklyn  Trust  Co. 

2  National  Sank  of  the  Eepublic,  Boston. 

2  Monisto'wni  Trust  Co. 

2  Commercial  Trust  Co.  of  New  Jersey. 

2  Girard  Trust  Co.,  Philadelphia. 

2  Industrial  Trust  Co.,  Providence. 

Over  $25,000. 

2^  Bank  of  Montreal. —  AH  payments  to  policyholders  in  Canada. 

Agency  Deposits. 
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Exhibit 

BANK   AND   TRUST    COM 


No.  of 

Date  of  Purchase.  Shares. 

May,  1894— April,  1902  2,000 

Jan.,  1899  100 

July,  1896— Oct.,  1902  1,000 

Nov.,  1895— Sept.,  1897  718 

May,  1894— Dec,  1901  1,330 

Jan.,   1900— Nov.,   1903  160 

Sept.,  190^,  1,000 

Feb.,  1898— May,  1904  2,532 

Dec,  1898— Aug.,  1901  1,000 

Jan.,  1898— Oct.,  1904  1,500 

July,  1901  1,000 

Nov.,  1891— Oct.,  1903  8,648 

Aug.,  1901  1,000 

Oct.,  1895— April,  1905  4,665 

Feb.  18,  1903  500 

Dec.  1898— Jan.,  1902  1,750 

Sept.  28,  1899  2,000 

April,  1902— April,  1904  1,165 

Jan.,  1894— Dec.  1903  36,088 
April,  1895 — Jan.,  1897          '       5,000  , 

Jan.,  1893— Jan.,  1904  10,736 

June  26,  1905  5,000 


Name. 
American  Exchange  National  Bank. 

Astor  National  Bank 

Bank  of  America  

Brooklyn  Trust  Company 

Centrkl  Trust  Company   

Chemical  National  Bank 

Commercial  Trust  Co.,  of  N.  J 

Fifth  Avenue  Trust  Company   

First  "National  Bank   

Gallatin  National  Bank   

Girard  Trust  Company  

Guaranty  Trust  Company   

Industrial  Trust  Company   

Lawyers  Title  Insurance  &  Trust  Co. 

Metropolitan  Trust  Company   

Morristown  Trust  Company 

Morton  Trust  Company   

Mutual  Alliance  Trust  Company 

National  Bank  of  Commerce   

Title  Guarantee  &  Trust  Company.  . , 
United  States  Mortgage  &  Trust  Co., 
Bank  of  California   
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No. 

64. 

PANT  STOCKS 

!,  June  30,  1905. 

Book  Value. 

Mabket  Value  Net 

Cost 

Interest 

Market 

Market 

Div. 

Price. 

Amount. 

Return. 

Price. 

Amount. 

Basis. 

10 

171.55 

$343,114.26 

5.83 

250.00 

$500,000.00 

4.00 

20 

350 . 00 

35,000.00 

5.71 

700.00 

70,000.00 

2.85 

20 

4£7.81 

467,812.56 

4.28 

500.00 

500,000.00 

4.00 

Iti 

395.77 

284,163.85 

4.04 

400.00 

287,200.00 

4.00 

80 

1149.29 

1,528,550.61 

6,95 

2000.00 

2,660,000.00 

4.00 

ioD 

3961.83 

633,893.18 

3.79 

4000.00 

640,000.00 

3.75 

12 

300.00 

300,000 .  00 

4.00 

300.00 

300,000.00 

4.00 

12 

.232.23 

587,996.44 

5.17 

500.00 

1,266,000,00 

2.40 

20 

443.45 

443,450.00 

4.51 

650.00 

650,000.00 

3.07 

12 

390.33 

292,748.49 

3.07 

400.00 

300,000.00 

3.00 

20 

548.44 

548,444.44 

3.65 

650.00 

650,000.00 

3.07 

20 

146.38 

1,265,920.44 

13,66 

550.00 

4,756,400.00 

3.. 33 

8 

200.00 

200,000.00 

4.00 

200.00 

200,000.00 

'    4.00 

10 

316.70 

1,477,415.81 

3.16 

316.70, 

1,477,415,81 

3,16 

16 

351.00 

175,500.00 

4.56 

550.00 

275,000.00 

3,00 

18 

300.00 

525,000.00 

6.00 

525 . 00 

918,750  00 

3,42 

20 

250.00 

500,000.00 

8.00 

700.00 

1,400,000.00 

2,60 

200.00 

233,000.00 

200.00 

233,000  00 

8 

123.07 

4,441,400.17 

6.50 

200.00 

7,217,600.00 

4,00 

16 

224.19 

1,120,975.91 

7.14 

575.00 

2,875,000  00 

2.78 

20 

155.10 

1,665,191.04 

12.89 

400 . 00 

4,294,400.00 

5.00 

16 

380.80 

1,904,016.79 

4.20 

380.80 

1,904,016.79 

4.20 

$18,973,593.99 

0.,56 

$33,374,782.60 

3.73 

102 


Legislatiik  Insurance  Investigation. 


Exhibit  "So. 


Date  of  Furchaga 

Ho.  of 

Shares 

May,  1894— April,  1902 

2,000 

Jan.,  1899 

100 

July,  1896— Oct.,  1902 

1,000 

Nov.,  1895— Sept.,  1897 

718 

May,  1894— Dec,  1901 

1,330 

Jan.,  1900— Nov.,  1903 

160 

Sept.,  1902 

1,000 

Feb.,  1898— May,  1904 

2,532 

Dec,  1898— Aug.,  1901 

1,000 

Jan.,  1898— Oct.,  1904 

1,500 

July,  1901 

1,000 

Nov.,  1891— Oct.,  1903 

8,648 

Aug.,  1901 

1,000 

Oct.,  1895— April,  1905 

4,665 

Feb.   18,  1903 

500 

Dec,  1898 — Jan.,  1902 

1,750 

Sept.  28,  1899 

2,000 

April,  1902— April,  1904 

1,165 

Jan.,  1894—  Dec  1903 

36,088 

April,  1895— Jan.,  1897 

5,000 

Jan.,  1893— Jan.,  1904 

10,736 

June  26,  1905 

6,000 

Name 
American  Exchange  National  Bank. 

Astor  National  Bank 

Bank  of  America 

•Brooklyn  Trust  Company 

Central  Trust  Company 

Chemical  National  Bank 

Commercial  Trust  Co.  of  N.  J 

Fifth  Avenue  Trust  Company 

First  National  Banic 

Gallatin  National  Bank 

Girard  Trust  Company 

Guaranty  Trust  Company 

Industrial  Trust  Company 

Lawyers  Title  Insurance  &  Trust  Co. . 

Metropolitan  Trust  Company 

Morristown  Trust  Company 

Morton  Trust  Company 

Mutual  Alliance  Trust  Company .... 

National  Bank  of  Commerce 

Title  Guarantee  &  Trust  Company. . . 
United  States  Mortgage  &  Trust  Co.. 
Bank  of  California 
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04  —  Continued. 

Amount  credited  to 
Profit  and  Loss  Acct. 
from  sale  of  Stock, 

Cost  Price  af- 
ter deducting 
amt.   credited 
toP.&L.Acct. 
from   sale  of 
stock. 

Excess  of  Market 
Value    over    net 
Cost. 

$156,885.74 

35,000.00 

32,187.44 

3,036.15 

1,131,449.39 

6,106.82 

678,003.56 

206,550.00 

7,251.51 

101,555.56 

$412,210.37 

98.71 

3,902,689.93 
99,500.00 

56,250.00 

267.86 

450,000.00 
900,000.00 

23,253.60 

122.42 

2,799,453.43 

» 

1,230,431.22  (x) 

.00 

2,984,455.31 

243,487.12 

132.42    ' 

•  •  •  « 

2,872,696  08 

$1,965,632.31 

$16,366,820.92 

(•911't; •••.•.. 

$309,720.00 

Bale  of 
Sale  of  I 

"  Hiffhts  "   . 

851,730.00 

}toclc        .■••••••• 

68,981.22 

pr    tn  P    A  li. . . . 

All 

$1,230,431.22 
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Exhibit  No.   65. 

BANK  OF  CALirOKNlA. 

(Extract  from  letter  of  Wm.  Babcock  to  Eobert  Granniss,  Esq.) 

Feb.  2,   1905. 

"  I  'would  lifee  to  refer  again  to  tbe  purchase  of  Bank  of  Cali- 
fornia stock  as  an  investment  by  the  Mutual  Life.,  The  Bank  of 
California  has  just  purchased  the  entire  business  of  the  London  & 
San  Francisco  Bank  in  San  Francisco,  Portland,  Tacoma  and 
Seattle,  the  London  headquarters  being  closed.  The  new  Presi- 
dent of  the  Bank  of  California  is  Mr.  Homer  S.  King,  for  many 
years  at  the  head  of  Wells,  Fargo  &  Co.,  which  is  about  to  be 
amalgamated  with  the  I^evada  Bank.  Mr.  King  will  bring  much 
of  the  business  of  Wells,  Fargo  to  the  Bank  of  California ;  in  yiew 
of  this  fact  and  the  purchase  of  the  London  &  San  Francisco  Bank, 
the  Directors  of  the  Bank  of  California  have  decided  to  ask  the 
stockholders  to  increase  tlie  capital  from  $3,000,000  to  $4,000,000, 
the  new  10,000  shares  of  stock  being  offered  to  existing  stockhold- 
ers in  the  ratio  of  1  to  3,  at  the  rate  of  $350  per  share,  $1,000,000 
to  go  to  the  capital,  and  the  remaining  $2,500,000  to  go  to  sur- 
plus,.thus  leaving  the  Bank's  capital  at  $4,000,000  and  surplus  at 
about  $9,500,000.  Sixteen  per  cent,  on  par,  or  $100,  will  be  paid 
on  this  stock,  but  it  is  hoped  that  this  will  be  increased  before 
long.  The  bank  is  now  doing  business  with  the  Bank  of  Com- 
merce and  has  about  $500,000  on  deposit  with  the  Guaranty 
Trust,  and  it  would  be  a  source  of  great  gratification  to  me  per- 
sonally, if  the  Mutual  Life  could  see  its  way  to  becoming  a  stock- 
holder of  the  Bank  of  California." 


Exhibit  No.   66. 

Parrott  &  Co.  "  Saa  Francisco,  Feb.  10th,  1905. 

Frederic  Cromwell,  Esq., 

Treasurer  Mutual  Life  Ins.  Co.,  of  New  York, 
New  York. 

Dear  Sir: 

I  beg  to  acknowledge  receipt  of  your  telegram  of  the  8th  as 
follows : 

'  Keplying  to  yonr  letter  to  Mr.  Granniss  of  the  second  instant 
the  Mutual  Life  will  take  at  issue  price  the  new  stock  if  it  can 
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obtain  five  hundred  thousand  par  value,  say  five  thousand  shares 
at  one  hundred  each,  the  conditions  being  as  expressed  in  your 
correspondence.' 

To  which  I  replied, 

'  Telegram  received ;  matter  receiving  careful  attention ;  stock 
vvill  not  be  issued  for  three  months.' 

This  is  a  matter  of  such  importance  that  I  havel  consTilted  only 
Mr.  Anderson,  the  Vice-President,  and  the  Bank's  attorney, 
Judge  Allen,  who  is  a  member  of  our  executive  committee.  The 
last  sale  of  the  stock  was  at  $445,  but  it  is  weaker  to-day  as  a 
number  of  holders  are  desirous  of  disposing  of  some  of  their  stock 
before  the  new  issue  is  offered  to  them  at  $350.  The  book  value 
of  this  stock,  by  our  printed  reports,  will  appear  to  be  about  $326, 
but  in  reality  it  is  $360. 

As  T  wrote  to  Mr.  Grannis,  it  is  proposed  to  offer  the  new 
10,000  shares  to  the  holders  of  the  old  stock  (30,000)  in  the  pro- 
portion of  1  to  3.  I  enclose  a  notice  to  stockholders,  and  the 
difficulty  which  appears  to  Judge  Allen  will  be  to  withdraw  from 
the  stockholders  the  offer  of  one-half  of  the  issue,  as  it  is,  you 
"will  see,  of  considerable  value  to  them,  although  I  realize  per- 
fectly well  the  ultimate  advantage  it  will  be  for  them  to  have  the 
Mutual  Life  so  large  a  stockholder  in  our  bank.  However,  Judge 
Allen,  is  looking  into  the  matter  most  thoroughly  and  I  will  write 
to  you  again  next  week. 

There  will  naturally  be  a  good  many  stockholders  who  will  be 
unable  or  unwilling  to  take  the  new  stock,  but  the  rights  will  be 
of  considerable  value,  and  it  will  be  hard  to  ask  shareholders  to 
sacrifice  a  portion  of  this.  If  you  could  see  your  way  to  pay 
that  $375  a  share  I  feel  morally  certain  that  we  could  arrange  the 
matter;  personally,  I  feel  you  will  then  be  securing  the  stock 
at  a' very  low  figure,  and  very  little  above  its  actual  book  value. 
You  will  readily  see  that  if  we  can  offer  the  shareholders  $25  per 
share  for  one-half  of  their  rights,  with  the  unanimous  approval 
of  the  Board  of  Directors,  who  o-wn  10  per  cent,  of  the  stock  of 
the  Bank,  and  who,  feel  sure,  would  be  willing  to  do  this  under 
the  circumstances,  that  it  would  have  great  weight  with  them, 
and  they  would  •  doubtless  give  their,  p-ractically,  unanimous  con- 
sent. 

I  believe  that,  as  soon  as  it  was  known  the  Mutual  Life  was 
the  owner  of  5,000  shares,  the  value  of  "the  stock,  old  and  new, 
would  be  at  least  $450  per  share. 
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It  is  needless  for  me  to  say  how  pleased  and  gratified  I  was  to 
receive  your  telegram  and  I  only  hope  that  the  matter  can  be 
arranged  satisfactorily,  for  I  believe  that  the  investment  will 
prove  profitable  to  the  Mutual  Life. 
I  remain, 

Yours  sincerely, 

(Signed)     WM.  BAECOCK. 

I  may  mention  that  Judge  Allen  is  of  the  present  opinion  that, 
under  the  California  Law,  the  increased  stock  must,  in  any  case 
be  offered  pro  rata  to  the  stockholders. 

Wm.  E." 


Exhibit  No.    67. 

(Marked  for  identification). 


Exhibit   No.   68. 

(Marked  for  identification). 
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Ezbibit  No.  70. 

Record  of  Mjjnfhly  balances  of  Cash  in  Banks  and  Trnst  Com- 
panies taken  on  the  last  day  of  each  month. 

SEPTEMBER,  1900,  TO  AUGUST,  1905. 

Banks.  Trust  Co.'s. 

1900  Sept " $706,040. Yl  $360,208.44 

Oct 773,205.67  461,981.55 

Nov 337,459.12  461,981.55 

Deo   1,214,220.68  1,014,451.99 

1901  Jan 33,919.28  O'*"^^"^""         339,451.99 

Eeb 391,519.42  444,451.99 

Mar 353,365.04  414,451.90 

Apr 435,702.58  216,309.47 

May 168,386.80  266,309.47 

June   473,328.77  567,469.75 

July 273,748.29  292,469.75 

Aug 694,245.26  542,469.75 

Sept 1,170,664 .  20  542,469 .  75 

Oct 574,366.02  944,281.42 

'Nov  557,010.22  444,281.42 

Dec 959,143.50  1,146,698.54 

1902  Jan    1,036,914.31  v  696,698.54 

Feb   611,511.13  696,698.54 

Mch 400,335.00  571,698.54 

April 349,903 .  77  574,607 .  52 

May 656,358 .  21  574,607 .  52 

June   1,118,322.20  1,127,758.01 

July 684,183.16  778,018.80 

Aug 1,167,658.99  1,178,018.80 

Sept 861,903 .  99  1,229,332 .  00 

Oct 854,094.01  1,083,394.00 

Nov 919,877.73  858,394.00 

Deo 2,384,548.22  1,864,939.11 

1903  Jan 912,400 .  78  1,564,939 .  11 

Feb 1,253,240.37  1,464,939.11 

Mch 1,227,507.01  1,964,939.11 

Apr 685,119 .  07  1,839,939 .  11 

May    558,287.06  1,245,655.91 
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Banks.  Trust  Co/s. 

1903  June   $828,238.29  $1,803,682. T7 

July 112,506 .  07  1,300,428 .  31 

Aug. 1,164,344 .  00               •      950;42« .  31 

Sept 1,093,267 .  45  1,282,452 .  09 

Oct 1,072,264.83  1,407,452.09 

Nov 1,020,413 .  09  1,857,452 .  09 

Dec 1,837,322.90  3,149,416.04 

1904  Jan 1,208,953 .  40  2,449,416 .  09 

Eeb 1,274,803 .  77  2,449,416 .  04 

Mch 1,056,317 .  00  2,456,452 .  02 

Apr 996,353 .  47.  2,559,841 .  69 

May 1,113,539 .91  2,159,84i .  69 

June   1,091,136 .  31  2,218,753 .  03 

July 1,668,843.89  2,018,753.03 

Aug 761,075.69  2,018,753.03 

Sept 718,092.18  2,728,792.63 

Oct ' 958,284.29"  2,428,792.63 

Nov 1,535,229.43  1,928,792.63 

Dec 2,162,332.10  4,590,287.78 

1905  Jan 2,141,578.98,  2,390,287.78 

Feb 1,776,665.34  1,840,287.78 

Mch 2,959,926.25  1,851,633.14 

Apr 2,428,554 .  29  2,635,128 .  60 

May 2^562,527 .  79    .  2,202,080  .'41 

June    1,648,912 .  86  2,066,280 .  85 

July... ,  2,720,528.16  1,516,280.85 

Aug 3,194,961 .  59  1,5^6,281 .  85 


Exhibit  No.   71. 

PROFIT  AND  LOSS  BEFORE  1901. 
.1897. 
Dec.     30.  Sav.,  Fla.  &  W.  5's $32,753.00 

1899. 

Dec.      28.  Chic.  &  No.  W.  3y2's 8,566.25 

28.  Chic.  &  No.   W.   7's  firm  bond:  sold  • 

joint  account    241,207 .  85 

28.  Chicago  &  N.  W.  7'9  Joint  Account.  .  7,689.41 

28.  N.  Y.,  Oct.  &  N.  Eef 12,142. 12 
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1899. 
Dec.      28.  Long  Island  City  4J^'s  firm  bonds,  sold 

joint  account 38,863 .  15 

1901. 

Oct.       31.  Chicago  Alton 1,937.92 

1900. 

Feb.       28.  Chic.  &  N.  W.  Y's  joint  account 6,051.09 

Dec.      24.  Long  Island  City  ^Vz's,  joint  account.  1,350.98 

24.  No.  Pac.  Trust  5's 98,172.94 

1900. 

Dec.      24.  N.  Y.  &  Ont.  &  W.  Kef 13,121.50 

24.  Wladikawkas  Ey.    6,137. 54 


$468,089.78 


1901. 

Feb.       11.  Queens  County  4's $22,005.07 

1904. 

June      30.  Long  Island  Kef.  4's .  . .  8,182 .  50 

30.  Pitts.,  Va.  &  Ohes....  10,000.00 

July      13.  N.  T.  City  33^ 's 9,131.66 

Aug.        5.  Long  Island  Kef.  4's...  2,069.45 

Oct.       31.  Ore.  Short  Line  &  Part.  5,343.36 

Nov.      30.  No.  Pac.  Gt.  Northern. .  4,656.19 

"      1905. 

Aug.      12.  Jersey  4'8 3,066.67 

26.  Erie  Conv.  4's  by  sale, 

our  participation  ....  106,945 .  15 


171,399.05 


$639,488.83 
BONDS  AND  STOCKS. 

1895. 

July      17.  Sanitary   District    of   Chicago    profits 

used  to  reduce  cost  of  firm  bonds.  .      $13,933.40 


$653,422.32 
SUMMARY. 

Profits  on  Securities  held  and  bought  before  Jan. 

1,1901 : 74,005.21 

Profits  on  Securities  bought  and  held  since  Jan.  1, 

-^90;^ 168,052.35 
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Profits  and  loss  for  participations  in  joint  account 
before  Jan.  1,  1901,  when  all  bonds  were  sold 
through  agency  of  said  account ; . .    $468,089.78 

Bonds,  and  Stocks  credited  by  profits  Sanitary  Dist. 

joint  account  to  reduce  firm  bonds 13,933 .  49 


$895,499.88 


Exhibit  No.   72. 

(Marked  for  identification.) 


Exhibit  No.   73. 

tnsrCLAIMED  ASSETS'. 

Date  acquired,  March  22,  1894,  ISTame,  Mackey  ISFisbet  &  Co., 
($50  each),  Shares,  700;  Price,  45;  Cost,  15,750.  Date  of  Dis- 
position, Feb  13,  1903;  Price  43;  Eealized,  $15,050;  Purchaser, 
J.  v.  Rush ;  How  acquired.  This  stock  coll.  to  loans  T.  J.  Mackey 
and  Bot.  in  by  us  at  auction. 

Date  acquired,  March  22nd ;  Name,  Evans.  &  T.  H. ;  Shares, 
033  1-3;  Price,  67;  Cost,  $21,216.66;  Date  of  Disposition,  De- 
cember 16,  1904;  Price,  624;  Eealized,  $19,752.08;  Purchaser, 
Sold  at  Stock  Exchange ;  How  acquired.  This  stock  coll.  to  loan 
D.  J.  Mackey  and  Bot.  in  by  us  at  auction. 

Date  acquired,  1900,  December  15th;  Name,  Wis.  Cent.; 
Shares,  30;  Date  of  Disposition,  Feb.  11,  1904  (30  shares)'; 
,Price,  18%;  E«alized,  $547.50;  Purchaser,  Sold  at  Stock  Ex- 
change; How  acquired.  This  stock  was  part  of  pfts.  reed,  from 
our  Syn.  par'n. 

Date  acquired,  Feb.  9,  1898;  Name,  Union  Pcf.  pf d. ;  Shares, 
5000 ;  Date  of  Disposition,  Aug.  29,  1899  (1000  shares) ;  Price, 
BOYs;  Realized,  $79,980;  Purchaser  (Applied  to  paym't  of  bal. 
syn.  loan  $79,133.34,  Aug.  29,  1899);  How  acquired.  This  5,000 
shares  was  rec'd  through  our  syn.  part'n;  Date  of  Disposition, 
June  4,  1900  (1000);  Price,  75^;  Realized,  $75,250;  Purchaser, 
Sold  at  Stock  Exchange.  Date  of  Disposition,  Feb.  10,  1904 
(500  shares);  Price,  90^;  Realized,  $44,937.50;  Purchaser, 
Sold  at  Stock  Exchange.       Data  of  Disposition,  M-arch  25th, 
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1904,  (500  shares);  Price,  QlVs;  Eealized,  $45,437.50;  Pur- 
chaser, Sold  at  Stock  Exchange.  Date  of  Disposition,  March 
28th,  1904  (500  shares);  Price,  9iy8;  Eealized,  $45,437.50;  Pur- 
chaser. Sold  at  Stock  Exchange.  Date  of  Disposition,  March 
30th,  1904  (500  shares);  Price,  931/8 ;  Eealized,  $46,437.. 50; 
Purchaser,  Sold  at  Stock  Exchange.  Date  of  Disposition,  July 
6,  1904  (1000  shares) ;  Price,  941/8 ;  Eealized,  $93,875 ;  Purchaser, 
Sold  at  Stock  Exchange. 

Date  acquired,  June  10,  1899;  Name,  New  England  Gas; 
Shares,  2000 ;  Date  of  Disppsition,  Aug.  16,  1899  (100  shares), 
ditto  (200  shares);  Price,  301/8  and  301/4;  Eealized,  x  9,062.50; 
Purchaser,  Sold  G.  W.  Bartholomew;  How  acquired.  This  2,000 
shares  was  received  as  a  bonus  on  account  of  the  New  England 
Gas  Co.'s  loan;  Date  of  Disposition,  August  17  (100  shares), 
Price,  301/8 ;  Eealized  x  3,012.50;  Purchaser,  Sold  G.  W.  Bar- 
tholomew ;  Date  of  Disposition,  August  18th  (100  shares) ;  Price, 
soys  ;  Eealized  x  3,012.50;  Purchaser,  Sold  G.  W.  Bartholomew; 
Date  of  Disposition,  August  21  (200  shares);  Price  30%;  Eeal- 
ized X  6,025 ;  Purchaser,  G.  W.  Bartholomew;  Date  of  Disposition, 
August  22  (200  shares);  Price,  301/8;  Eealized,  6,025;  Purchaser, 
Sold  G.  W.  Bartholomew;  Date  of  Disposition,  August  24  (100 
shares);  Price,  SOVs;  Eealized,  x  3,012.60;  Purchaser,  Sold  G.  W. 
Bartholomew;  Date  of  Disposition,  May  21,  1902  (700  shares); 
Price,  4;  Eealized,  2,800;  Purchaser,  Sold  at  Stock  Exchange. 
Date  of  Disposition,  June  27  (200  shares,  100  shares) ;  Price, 
3  13-32;  4;  Eealized,  1,081.25;  Purchaser,  Sold  at  Stock  Ex- 
change. How-  acquired.  This  2,000  shares  was  received  as  a 
boiius  on  account  of  the  N.  E.  Gas  Co.'s  loan;  Date  acquired,  No- 
vember 18,  1901;  Name,  Erie  1st  Pfd.;  Shares,  21,000;  Date 
of  Disposition,  June  2,  1904  (20,000  shares) ;  Price,  57  to  57% ; 
Eealized,  114,262.50;  Purchaser,  Sold  at  Stock  Exchange;  (100 
shares);  Price,  57;  Eealized,  5,687.50;  Purchaser,  Sold  at  Stock 
Exchange.  How  acquired,  This  stock  was  received  from  our 
part'n  in  Pa.  Coal  Pur.  Money  Syn. 

Date  acquired,  April  21,  1898,  Southern  Eailway  pfd.,  Shares, 
1000 ;  Price,  22J^  ;  Cost,  $22,500 ;  Date  of  Disposition,  Sold  Sept., 
1906,  $100,462.50,  purchaser.  Sold  at  Stock  Exchange.  How 
acquired.  Acquired  through  reorganization  of  Memphis  &  Charles- 
ton Eailway  Co.  Date  acquired.  May  9,  1902 ;  Name,  Conti- 
nental Coal;  Shares,  1500;  To  be  changed  for  Bonds;  How  ac- 
quired, received  from  Syn.  part'n. 
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Date  acquired,  Nov.  21,  1901;  Name,  Kanawha  &  Hocking, 
Shares  1000 ;  To  be  changed  for  bonds ;  How  acquired,  Keceived, 
for  Syn.  Part'n. 

X  Received  before  Hanover  Bank  Office  Account  was  opened. 


FIRST  NATIONAL  BANK,  NEW  YORK. 


1903. 
May    General  account, 

Special  account, 
June     General  account. 

Special  account. 


$360,715.58 

3,000,000.00 

885,478.57 


July    General  account,        919,707.59 
Special  account,      3,000,000.00 


Aug.   General  account,         809,426.93 
Special  account,  3,500.00 


Sept.    General  account,         508,092.53 
Special  account,      5,000,000.00 


Oct.     General  account,  601,598.10 

Special  account,  '5,000,000.00 

Nov.     General  account,  672,179.84 

Special  account,  2,500,000.00 


Dec.     General  account,        575,526.84 
Special  account,      1,000,000.00 


Deposits, 

Deposits, 
Deposits, 
Withdrawals, 


Deposits, 
Deposits, 
Deposits, 
Deposits, 

Deposits, 
Deposits, 
Deposits, 
Withdrawals, 

Deposits, 
Deposits, 
Deposits, 


1904. 
Jan.      General  account,     1,152,860.07 
Special  account,      1,000,000.00 


Deposits, 
Deposits, 
Deposits, 
Deposits, 


Feb. 
Mar. 
Apr. 
May 


June 


Deposits, 

Deposits, 

Withdrawals, 

Withdrawals, 

Withdrawals, 

General  account,     1,851,654.66 

Special  account,      1,000,000.00 

General  account,      2,725,864.24 

Special  account,        Withdrawals, 

General  account,      3,642,053.61 

Special  account        

Genera!  account,      2,547,879.28 

Special  account, 

General  account,     2,330,602.23 

Special  account 


5-29 

6-6 

6-9 

6-10 

6-22 

6-29 

7-9 

7-13 
7-16 
7-30 

8-13 
8-17 
8-24 
8-21 

9-9 

9-10 

9-15 


Deposits,  11-17 

Withdrawals,     U-16 
Withdrawals,     11-24 


12-8 
12-16 
12-18 
12-22 


1-& 

1-12 

1-2 

1-12 

1-14 


3  9 


$3,000.00 

500,000.00 
500,000.00 
500,000.00 
500,000.00 
1,000,000.00 

1,000,000.00 
500,000.00 
500,000.00 

1,000,000.00 

500^000.00 

500,000.00 

1,000,000.00 

1,500,000.00 

500.000.00 
500,000.00 
500,000.00 


16,667.67 

2,016,666.67 

500,000.00 

1,000,00.00' 
500,000.00 
500,000.00 
500.000.00 


1,000,000.00 
1,000,000.00 
1,000.000.00 
1,000,000.00 
500,000.00 


1,000,000.00 
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July 

Aug. 

Sept; 

Oct. 

Nov. 

Dec. 

1905, 
Jan. 

Feb. 

Mar. 

Apr. 

May 

June 

Juiy 


General 

Special 

General 

Special 

General 

Special 

General 

Special 

General 

Special 

General 

Special 


General 

Special 

General 

Special 

General 

Special 

General 

Special 

General 

Special 

General 

Special 

General 

Special 


account,  $1,495,124.05 

account,       

account,  2,092,519.36 

account,        

account,  3,648,566.67 

account,     ^ ^ 

account,  2,273,268.24 

account,        

account,  3,531,816.59 

account,        

account,  172,499.67 

account,  $2,100,000.00 


account, 
account, 
account, 
account, 
account, 
account, 
account, 
account, 
account, 
account, 
account, 
account, 
account, 
account. 


Aug.     General  account, 
.Special  account. 


1,296,144.69 
2,100,000.00 
1,793,846.53 
2,100,000.00 
2,817,138.12 
2,061,444.75 
3,583,102.52 
2,001,475.95 
2,857,757.35 
4,000,000.00 
2,269,941.13 
5,000,000.00 
4,499,528.37 
3,000,000.00 

1,972,962.38 


Deposits, 


Withdrawals, 

Withdrawals, 

Deposits, 

Deposits, 

Deposits, 
Withdrawals, 

Withdrawals, 
Withdrawals, 


12-30         2,100,000.00 


3-4 

4-3 

5-15 

6-5 

7-28 
7-28 

8-2 
8-4 


38,555.25 

59,948.80 

1,998,504.05 

1,000,000.00 

1,495.95 
2,001,495.95 

1,000,000.00 
2,000,000.00 


HOME  OFriCE  ANNEX. 


Elm  St.,  S.  E.  cor.  Leonard  St. 
Centre  St.  and  Worth  St. 


I  106-8%  X  74-8%   X  59-8% 
X  25-1%  X  46-9%  X  50-11%. 


1899. 
1  1 

$600,000.00     , 

1904. 
3-28 
3-30 
3-30 

4-13 

4-6 

4-22 

5-2 

5-5 

6-1 

6-17 

7-7 
10-19 
10-24 

$235,000.00     . 
10,137.00     . 
18,000.00     . 

2  3 

$49,432.50 
16,635.00 

3-10 

2,952.14 
3,115.36     . 

12-31 

$870,569.00 

$606,067.50 

$66,067.50 
577.00 

$137.00 

J  900 

$1,650.00     , 

120,000.00     . 

105,000.00     . 

49,000.00     . 

325,000.00     . 

19,499.82     . 

2,567.45     . 

347.50     . 

300.00     . 

3  14 

10-15 

577.00     . 

$606,644.60 
787.50 

$6(5,644.50 
787.50 

1 

1901. 
12-31 

1607,432.00 

$67,432.00 

$1,493,933.77 

$67,569.00 
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HOME  OFFICE  ANNEX 

Elm  St.,  S.  B.  cor.  Leonard  St.  and  Centre  and  Worth  Sts.,  New  York  City. 

1904  $1,493,933.77  $67,569.00 

11-19  100.00     

12-3  275.00     

12-14  123.65     

12-31       101,863.42 

$1,494,432.42         $169,432.42 

$1,325,000.00 


^ 


Exhibit  No.   74. 

(Marked  for  identification). 


Exhibit  No.   75. 

(Marked  for  identification). 


Exhibit   No.   76. 

(Marked  for  identification). 


Exhibit  No.   77. 

(Marked  for  identification)* 


Exhibit   No;   78. 

December  SO,  1904,  pay  to  the  order  of  J.  P.  Morgan  &  Oom- 
pany  $48,702.50.  (Signed)     F.  H.  SHIPMAN. 
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Exhibit  No.   79. 

No.  7118.  ISTew  York  Life  Insurance  Company,  ISTew  York, 
March  9,  1904.  First  National  Bank  of  the  City  of  New  York. 
Pay  to  order  of  Andrew  Hamilton  Fifty-five  thousand  dollars 
($55,000),  F.  H.  Shipman,  assistant  treasurer;  E.  D.  Randolph, 
treasiirer.  Endorsed  "Pay  to  the  order  of  New  York  State 
National  Bank,  Albany,  New  York,  AndreAV  Hamiltci  "Sy  J.  F. 
McCuUough.  Endorsement  guaranteed.  New  York  State  Na- 
tional Bank.  Pay  First  National  Bank,  New  York,  or  order  New 
York  State  National  Bank,  Albany,  New  York.  Paid  March 
11,  1904. 


Exhibit  No.   80. 

The  second  check,  No.  7119.  New  York  Life  Insurance  Com- 
pany, New  York,  March  9,  1904.  First  National  Bank  of  the 
City  of  New  York.  Pay  to  the  order  of  Andrew  Hamilton 
Forty-five  thousand  dollars  ($45,000),  F.  H.  Shipman,  assistant 
treasurer;  E.  D.  Randolph,  treasurer.  Endorsed  "Pay  to  the 
order  of  the  New  York  State  National  Bank  of  Albany,  New 
York.  Andrew  Hamilton  by  J.  F.  McCuUough.  Endorsement" 
guaranteed  New  York  State  National  Bank.  Pay  First  National 
Bank,  New  York,  or  order  New  York  State  National  Bank, 
Albany,  New  York.  L.  K.  (something).  Paid  March  11,  1904. 
First  National  Bank,  New  York." 


Exhibit   No.   81. 

'No.  7127.  New  York  Life  Insurance  Company.  New  York, 
March  22,  1904.  First  National  Bank  of  the  City  of  New  York. 
Pay  to  the  order  of  John  N.  Golding,  Thirteen  thousand  dollars 
($13,000),  F.  H.  Shipman,  assistant  cashier;  E.  D.  Randolph, 
treasurer.  Endorsed,  Pay  to  the  order  of  First  National  Bank, 
John  N.  Golding.  Stamped  Paid. 
4 
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Exhibit   Xo.   82. 

From  President.  No.  7130.  J^ew  York  Life  Insurance  Com- 
pany, New  York,  March  24,  1904.  First  National  Bank  of  the 
City  of  New  York.  Pay  lo  the  order  of  John  N.  Gr(»lding,  Five 
thousand  dollars  ($5,000),  F.  H.  Shipman,  cashier;  F^  T).  K.a.n- 
dolpb.  t-e-a^urer.  Endorsed,  Pay  to  the  order  of  First  National 
Bank,  John  N.  Golding.  Received  Payment  thr^iugh  New  York 
Clearing  House,  March  25,  1904.  Leather  Manufacturers'  Na- 
tional Bank, 


Exhibit  No.  82A. 

"From  President.  Checks  to  Mr.  Hamilton.  To  $55,000, 
$45,000.  Remarks :  For  temporary  use."  In  the  comer  in  blue 
pencil,  "  Suspense  account."  On  the  left  stamped,  "  Correct  for 
$100,000.  March  9,  1904.  Warrant  drawn  U.  S.  P.,  Comp- 
troller." 


Exhibit   No.    83. 

New  York,  March  9,  1904.  Received  from  New  York  Life 
Insurance  Company  $100,000,  $55,000  and  $45,000,  cheeks  7,118 
and  7,119  to  be  accounted  for.     (Signed)  Andrew  Hamilton. 


Exhibit   No.   84. 

No.  7127. 

New  York  Life  Insurance  Company — 
This  is  the  same  as  Exhibit  81,  check  to  John  N.  Golding  for 
$13,000,  March  22,  1904. 


Exhibit   No.   85. 

Exhibit   85   is   the   same   as   Exhibit   82,   John   N.    Goldiiig, 
$5,000,  March  21,  1904. 
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Exhibit  No.   86. 

No.  7138. 

New  York  Life  Insurance  Company. 

New  York,  March  28,  1904. 

'First  National  Bank  of  the  City  of  New  York. 
Pay  to  the  order  of  John  N.  Golding  Ten  Thousajid  Dollars 
(10,000.00). 

THEODORE  M.  BANTA,  Cashier. 
E.  B.  EANDOLPH,  Treasurer. 
Endorsed : 

"  Pay  to  the  order  of  Leather  Maaufacturers  National  Bank. 

"  JOHN  N.  GOLDING." 
Stamped  : 

"  Received  payment  through  the  New  York  Clearing  House, 
March  29,  1904.  18.  Leather  Manufacturers  National  Bank, 
N.  Y." 


Exhibit   No.   87. 

No.  7140. 

New  York  Life  Insurance  Company. 

New  York,  April  6,  1904. 
First  National  Bank  of  the  City  of  New  York. 

Pay  to  the  order  of  John  N.  Golding,  Sixteen  hundred  and 
fifty  dollars  ($1650.00). 

P.  H.  SHIPMAN,  Assistant  Treasurer. 
E.  B.  RANDOLPH,  Treasurer. 
Endorsed : 
"  Pay  to  tiie  order  of  The  Bankers  Trust  Company. 

JOHN  N.  GOLDING. 

Pay  to  the  order  of  The  Liberty  National  Bank, 

BANKERS  TRUST  COMPANY. 

Received  payment  through  the  New  York  Clearing  House  April 

6th,  1904, 

THE  LIBERTY  NATIONAL  BANK." 
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Exhibit  No.  88. 

'No.  7143. 

New  York  Life  Insurance  Company, 

New  York,  April  22nd,  1904. 

First  ISTational  Bank  of  the  City  of  ISTew  York. 

Pay  to  tJie  order  of  Andrew  Hamilton 

One  hundred  and  twenty  thousand  dollars  ($120,000.00). 

F.  H.  SHIPMAN,  Assistant  Treasurer. 
E.  B.  EANDOLPH,  Treasurer. 
Endorsed : 

ANDKEW  HAMILTON. 

Stamped : 
No.   36. 

Endorsement  guaranteed. 
Received  payment  through  New  York  Clearing  House, 
April  22nd,  1904,  the  Citizens'  Central  National  Bank, 

HENEY  DEMPSEY,  Cashier. 


Exhibit   No.   89. 

No.  Y,147. 

New  York  Life  Insurance  Company, 

New  York,  May  2nd,  1904. 

First  National  Bank,  City  of  New  York. 

Pay  to  the  order  of  Andrew  Hamilton. 

Oue  hundrr^d  and  five  thousand  dollars  ($105,000). 

F.  H.  SHIPMAN,  Assistant  Treasurer. 
_  E.  B.  EANDOLPH,  Treasurer. 
Endorsed : 

ANDEEW  HAMILTON. 
Stamped. 
No.  36.     Endorsement  guaranteed. 

Received  payment  through  New  York   Clearing  House  May 
2nd,  1904,  Citizens'  Central  National  Bank, 

HENEY  DEMPSEY,  Cashier. 
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Exhibit  No.   90. 

No.  7,148. 

New  York  Life  Insurance  Company, 

New  York,  May  5th,  1904. 

The  First  National  Bank  of  the  City  of  New  York, 
Pay  to  the  order  of  Andrew  Hamilton 
Forty-nine  thousand  dollars  ($49,000.00). 

F.  H.  SHIPMAN,  Assistant  Treasurer. 
E.  B,  EANDOLPH,  Treasurer. 
Endorsed : 

ANDREW  HAMILTON. 

Stamped  No.  36. 
Endorsement  guaranteed. 
Eeceived  payment  through  New  York   Clearing  House  May 
5th,  1904.     Citizens'  Central  National  Bank, 

HENRY  DEMPSEY,  Cashier. 


Exhibit  No.   91. 

No.  7,166. 

New  York  Life  Insurance  Company, 

New  York,  May  31st,  1904. 
First  National  Bank,  City  of  New  York, 
Pay  to  the  order  of  Andrew  Hamilton 
One  hundred  and  sixty-five  thousand  dollars  ($165,000.00). 

F.  H.  SHIPMAN,  Assistant  Treasurer. 
E.  B.  RANDOLPH,  Treasurer, 
Endorsed : 

For  account  ANDREW  HAMILTON, 

Stamped. 
No.  36. 
Endorsement  guaranteed. 
Eeceived  payment  through  New  York  Clearing  House,  May 
31st,  1904,  The  Citizens'  Central  National  Bank, 

HENRY  DEMPSEY,  Cashier. 
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Exhibit   No.   92. 

No.  7,168. 

New  York  Life  Insurance  Company, 

New  York,  June  1st,  1904. 

First  National  Bank,  City  of  New  York, 

Pay  to  the  order  of  Andrew  Hamilton 

One  hundred  and  sixty  thousand  dollars  ($160,000.00). 

F.  H.  SHIPMAN,  Assistant  Treasurer. 
E.  B.  KANDOLPH,  Treasurer. 
Endorsed : 

For  deposit 

ANDEEW  HAMILTON. 
Stamped : 
No.  36. 
Endorsement  guaranteed. 
Received  payment  through  the  New  York  Clearing  House  June 
1st,  1904,  the  Citizens'  Central  National  Bank, 

HENRY  DEMPSEY,  Cashier. 


Exhibit  No.   94. 

(Marked  for  identification.) 


Exhibit   No.   95. 

Check  No.  195,266. 

New  York  Life  Insurance  Company, 

New  York,  December  2,  1903. 
Central  National  Bank, 
Pay  to  the  order  of  Andrew  Hamilton 
Twenty-five  thousand  dollars   ($25,000.00). 

THEODORE  M.  BANTA,  Cashier. 
FRANK  M.  SHIPMAN,   Assistant  Treasurer.- 
Endorsed, 

ANDREW  HAMILTON. 
Pay  Merchants'  National  Bank,  New  York,  or  order,  New  York 
State  National  Exchange  Bank  of  Albany,  New  York, 

LOUIS  H.  HENDRICKS,  Cashier. 


IZTA 


to 
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Exhibit  No.   96. 

Check  No.  195,628. 

New  York  Life  Insurance  Company, 

New  York,  December  14tli,  1903. 

Central  National   Bank, 

Pay  to  the  order  of  Andrew  Hamilton, 
Fifty  thousand  dollars  ($50j00a.00). 

THEODOEE  M.  BANTA,  Cashier. 

CHAKLES  C.  WHITNEY,  Secretary. 
Endorsed, 


Pay  to  the  order  of  the  New  York  State  National  Bank  of 
Albany,  N.  Y. 

ANDEEW  HAMILTON, 

By  J.  F.  McOuUough. 
Endorsement   guaranteed. 

NEW  YOEK  STATE  NATIONAL  BANK. 
Further  endorsed: 


Pay  National  City  Bank,  New  York,  or  order. 
New  York  State  National  Bank  of  Albany,  N.  Y.,  W.  G. 
Nash,  etc. 

Keceived  payment  through  New  York  Clearing  House, 
December  16th,  1903,  National  City,  New  York, 

MAYO,  Teller. 


Exhibit  No.   97. 

Office  of  the  New  York  Life  Insurance  Company, 
No.  346  Broadway, 

T.  M.  Banta,  Treasurer. 

New  York  Comptroller's  Office, 

December  2nd,  1903. 
Please  prepare  and  send  to  me  checks  to  the  amount  of  $25,000 
dra^vn  in  accordance  with  the  following  warrant,  and  charge  the 
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same  to  the  accounts  specified  therein,  namely,  check  to  the  order 
of  Andrew  Hamilton,  amount  of  check  $25,000,  title  of  account 
for  expenses,  and  payment  for  advanced  to  be  accounted  for; 
amount  chargeable  to  accounts  named  $25,000. 

U.  S.  THOMPSOIf,  ComptroUer. 
Stamped, 

"  Comptroller,  December  3,  1903." 


Exhibit   No.   98. 

Office  of  the  ISTew  York  I^if  e  Insurance  Company, 
No.  346  Broadway,  ISTew  York, 

ComptroUer's  Office. 

January  8,  1904. 
T.  M.  Banta,  Cashier. 

Please  prepare  and  send  to  me  checks  to  the  amount  of  $75,000, 
drawn  in  accordance  with  the  following  warrant,  and  charge  same 
to  the  accounts  specified  therein,  namely,  check  to  the  order  of 
Andrew  Hamilton,  amount  of  check  $75,000 ;  title  of  account  Law 
expenses  payment  for  advanced  by  order  of  president  to  be  ac- 
counted for,  amount  chargeable  to  account  named  $75,000. 

H.  S.  T.,  Comptroller. 
Stamped, 

Paid  January  ,8th,  1904.     Teller. 

Stamped, 
Comptroller,  record  January  8, 1903. 

Stamped, 

Received  by  Cashier's  Department. 
January  8th,  2.44  P.  M.,  1904. 


Exhibit   No.    99. 

Executive  Department  l^ew  York  Life  Insurance  Company, 

John  A.  McCall,  President,  346  and  348  Broadway. 

New  York,  December  12,  1903. 

Memo,  for  Comptroller  Ballard  in  relation  to  Judge  Hamilton's 
matter  which  he  may  be  able  to  settle  before  the  1st  of  the  year 
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througli  his  accounts,  I  want  to  advance  him  on  Monday  fifty 
th(>\isand  dollars  ($50,000),  for  which  he  will  take  up  the  pre- 
vious advance  of  $25,000,  giving  his  own  check,  which  will  be  re- 
paid before  the  first  of  the  year,  if  possible,  and  if  not  to  be 
settled  through  his  accounts  afterwards. 

JOKN"  A.  McCALL,  President. 

Stamped  "Correct  for  $75,000,  January  8,  1904.     Warrant 
drawn.  Comptroller." 

(Below  in  ink)  "  $75,000  charged  to  legal  expenses  and  carried 
on  sub-ledger  charged  to  Judge  Hamilton  to  be  hereafter  ac- 
counted for,  by  direction  of  the  President" 
1-8-04  S.  K  B. 


Exhibit  No.  99A. 


Xo.  7,103. 


New  York  Life  Insurance  Company, 

ISTew  York,  January  28th,  1904. 
First  National  Bank,  City  of  ISTew  York. 

Pay  to  the  order  of  Andrew  Hamilton, 
Twenty-Five  Thousand  Dollars  ($25,000). 

F.  H.  SHIPMAJST,  Assistant  Treasurer. 
E.  D.  EAJSTDOLPH,  Treasurer. 
Endorsed : 

ANDEEW  HAMILTON. 

Received  payment,  through  New  York  Clearing  House,  Janu- 
ary 28th,  1904,  Second  Teller.  All  business  endorsement  guaran- 
teed. The  Central  National  Bank  of  New  York. 


Exhibit  No.   100. 

No.  7,104.  New  York,  January  28th,  1904. 

First  National  Bank  of  the  City  of  New  York. 
Pay  to  the   order   of  Andrew  Hamilton,   Twenty   Thousand 

Dollars. 

F.  H.  SHIPMAN,  Assistant  Treasurer. 
E.  D.  EANDOLPH,  Treasurer. 
Endorsed: 

.....  •.•'•F«3*-l«  *r*-*^a:M 
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Pay  to  the  order  of  the  New  York  State  National  Bank,  Albany, 
New  York. 

ANDREW  HAMILTON,  for 

John  F.  McCullough. 

Endorsement  guaranteed. 

New  York  State  National  Bank. 
Pay  to  the  order  of  the  New  York  State  National  Bank, 

W.  Q.  NASH,  Trustee. 

Through  the  New  York  Clearing  House,  January  30th,  1904. 
State  National  Bank  of  New  Yobk. 


Exhibit  No.    101. 

Office  of  the  New  York  Life  Insurance  Company,  346  Broad- 
way, New  York.     Comptroller's  Office. 

January  29,  1904. 
T.  M.  Banta,  Cashier: 

Please  prepare  and  send  me  checks  to  the  amount  of  $45,000 
drawn  in  accordance  with  the  following  warrant  and  charge  the 
same  to  the  account  specified  therein,  namely:  Checks  to  the 
order  of  Andrew  Hamilton;  amoimt  of  check,  $25,000;  title  of 
account,  '  Suspense ' ;  in  payment  for.  By  order  of  President ; 
amoiuit  chargeable  to  account  named  $25,000. 

Check  to  order  of  Andrew  Hamilton,  $20,000 ;  title  of  account, 
'  Suspense ' ;  in  payment  for  ditto ;  amount  $20,000 ;  total  amount 
of  check,  $45,000 ;  amount  chargeable  to  account  named,  $25,000. 

S.  M.  B.,  Comptroller. 
Eeceived  Cashier's  Department,  January  29,  1904,  11.03  A.  M. 


Exhibit  No.   102. 

New  York,  January  28,  1904. 

Received  from  the  New  York  Life  Insurance  Company  forty- 
five  thousand  dollars  ($45,000)  for  legal  matters  on  hand  unsettled, 
$45,000. 

ANDREW  HAMILTON. 
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Exhibit  No.   103. 

ISTo.  Y081. 

ITew  York  Life  Insurance  Company, 

New  York,  January  2d,  1904. 
First  ISTational  Bank  of  the  City  of  New  York. 
Pay  to  the  order  of  J.  P.  Morgan  &  Co.,  Eight  hundred  thou- 
sand two  hundred  and  sixty-six  67-100  Dollars  ($800,266.67). 
F.   H.   SHIPMAN,   Assistant-Treasurer. 
E.  D.  KANDOLPH,  Treasurer. 

Endorsed:    "  Pay  American  Exchange  National  Bank  of  New 
York  or  order,  J.  P.  Morgan  &  Co." 

Endorsed:     "  Keceived  payment  through  the  New  York  Clear- 
ing House,  January  2d,  1904.  ' 

AMEKIOAN  EXCHANGE  NATIONAL  BANK, 

Byrnes,  Cashier." 


Exhibit  No.    104. 

1897. 

(1)  Dec.      30.  Sav.,  Ma.  &  W.  5's..  $32,753.00 
1899. 

(3)  Dec.      28.  Chic.  &N.  W.  3y2'3..      8,566.25 

(2)  Dec.      28.  Chic.  &  N.  W.  7's. .  . 

(firm     bonds     sold 

joint  acct.) 241,297.85 

28.  Chic.   &  N.   W.   Jt. 

acct.  7'9   7,689.44 

1900. 
(2)  Feb.       28.  Chic.  &  N.  W.  7's, 

Jt.  acct 6,051.09 

1899. 

(4)  Dec.      28.  N.   Y.,    Ont.    &    W. 

Eef 12,148.12 

1900. 

(4)  Dec.      24.  N.    Y.,    Ont.    &   W. 

Kef 13,121.60 

1899. 

(5)  Dec.       28.  L.  I.  City  4>^'s  (firm 

bds.  sold  Jt.  acct.)..    38,863.15 
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1900. 

(5)  Dec.      24.  L.  I.  City  4y2's $1,350.98 

(6)  Dec.      24.  No.  Pac.  Tr.  5's 98,172.94 

1901. 

(7)  Oct.  31.  Chic.  &  Alton  4's. .  1,937.92 

(8)  Dec  24.  Wladikawkas  Ky.   . .  6,137 .  54 

$468,089.78 

(9)  Feb.       11.  Queens  Co.  4's $22,005.07 

1904. 

(10)  June      30.  L,  I.  Kef.  4's 8,182 .  50 

1897. 

(11)  June  30.  Pitt,  Va.  &  dies. . .  10,000.00 

(12)  July  15.  N.  T.  City  3y2's.  . . .  9,131.66 

(13)  Aug.        5.  L.  I.  Kef.  4's 2,068 .45 

(14)  Oct.  31.  Ore.     St.     Line     & 

Pteg 5,343 .  36 

(15)  ISTov.      30.  No.  Pac.  Gt.  Nor.  . .  4,656.19 
1905. 

(16)  March     3.  So.  Pac.  4's 2,500 .  00 

(17)  Aug.      12.  Jersey  City  4's 3,066.67 

(18)  Aug.      26.  Erie    Conv.    4's    (by 

sale  our  prten)  . . .  .106,945.15 

— 173,899.05 

Cash  Profits $641,988.83 

1895  —  Bonds  and  Stocks. 

(21)  July  17.  Sanitary  Dist.  of  Chicago  (profits 
used  to  reduce  cost  of  firm 
bonds) 13,933.49 

$655,922.32 
Profits  on  Bonds  retired  previous  to  1901  and  still 

held  —  as  per  schedule  above 74,005.21 

Profits  on  Bonds  retired  since  1901  and  still  held 

—  as  per  schedule  above , 156,677.35 

Cash  and  Market  Profit,  Total , $886,604. 88 
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Exhibit  No.   105. 

Savannah,  Eloeida  &  Western  Eailwat  1st  Moetgage 
5^  Gold  Bonds  Due  Apeil  1,  1934,  Joint  Account  New 
YoEK  Life  Insueancb  Co.,  N.  T.  Secueity  &  Teust  Co., 
AND  C.  T.  Wing  &  Company. 

1897. 

May         1.  To  $280,000  at  100% $281,750.00 

20.  To  $500,000  at  100%. ., , 503,125.00 

20.  To  $500,000  at  100% ,. .  503,125.00 

June        1.  To  $500,000  at  100% , 503,125 .  00 

Dec.      80.  To  P/L  at  100% 32,753.00 

$1,823,878.00 
1897. 

May       11.  By    $25,000  at  100% f25,156.25 

11.  By  $110,000  at  100% ,. .  110,687 .  50 

14.  By      $3,000  at  100% ,. . . ; 3,018 .  75 

14.  By    $25,000  at  100% 25,156.25 

14.  By    $25,000  at  100% ,. .  25,156 .25 

15.  By  $100,000  at  100% ,  100,625.00 

20.  By    $80,000  at  100% , 80,500 .  00 

20.  By  $175,000  at  100% 176,093.75 

June        1.  By  $125,000  at  100% , ,. .  125,781 .  25 

8.  By  $100,000  at  100%. 100,625.00 

17.  By    $50,000  at  100% , 50,312.50 

28.  By  $100,000  at  100% 100,625.00 

July      13.  By    $50,000  at  100% ,..  50,312.50 

Aug.      16.  By  $100,000  at  100% 100,625.00 

Sept.      15.  By  $212,000  at  100% ,. 213,325.00 

21.  Profits 32,753.00 

Dee.      30.  Keduction ,.  •  30.21 

31.  Balance  to  firm  bonds  500,000 503,094.79 


$1,823,878.00 


In  this  case  Wing  &  Co.  handled  the  whole  account  and  paid 
us  the  Vz  profit  of  $32,753. 

$500,000  withdrawn  at  little  below  original  cost. 
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Exhibit  No.   106. 

Joint  Account 

Chicago  &  Northwestern  Kail-way  Co. 

Consolidated  Sinking  Fund  Y's 

IN'bw  Tokk  Life  Insueancb  Co.  &  Goldman,  Sachs  &  Co. 

1899. 

Feb.       15.  To  Corns,  paid  brokers $400 .  00 

23.  To  $600,000  at  142.74  net 856,440.00 

•Tuly      18.  To  750,000  at  143.54  int 1,087,779. 17 

19.  To  Corns,  paid  brokers 500 .  00 

20.  To   Goldman   S.   &   Co.,   profits   on 

$600,000 7,689.44 

20.  To  Interest  B  &  Stocks  on  $600,000  7,770.91 

Dec.      28.  To  Profit  and  Loss  $600,000 7,689. 00 

1900. 

Feb.         8.  To  Goldman  &  Co.  profits 6,051 .  09 

8.  To  Interest  at  3% 48,859 .  16 

28.  To  P.  &  L.— K  Y.  L.  Ins.  Co ,  6,051.09 


$2,0-30,280.30 

1899. 

Feb.       23.  By  $20,000  at  144.14  and  int 28,882.44 

March   30.  By  $100,000  at  143.79  and  int. . .  144,937.22 

April       1.  By  $50,000  at  143.79  and  int 72,478.33 

May         1.  By  Coupons  due  May  1,  1899 7,525.00 

1.  By  $200,000  at  145 .  16  Ex.  coupons  290,320  Of) 

June      21.  By  $60,000  at  144% 87,508 .  33 

July        7.  By  $75,000  at  144% 109,525 .  00 

14.  By  $95,900  at  144.70 138,813.47 

20.  By  $18,000  at  144^8  and  int 26,357.50 

31.  By  $7,000  at  145%  and  int 10,297.38 

Aug.        2.  By  Coupons  due  Aug.  1,  1899 12-,.6S7.50 

Sept.        6.  By  $10,000  at  1451/8  and  int 14,580.55 

Oct.        31.  By  Coupons  due  ISTov.  1,  1899 12,512.50 

Nov.      24.  By  $15,000  at  144. 65  and  int 21,764. 58 
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1900. 

Jan.       31.  By  Coupons  clue  Feb.  1,  1900 $12,250 .  GO 

Feb.          6.  By  $4,000  at  144^4  and  int 5,733  .  11 

April     11.  By  $50,000  at  143%  aud  int Y2,493 .  05 

May         1.  By  Coupons  due  May  1,  1900 11,305.00 

July      31.  By  Coupons  due  Aug.  1,  1900 ,  11,305  .00 

Nov.         1.  By  Coupons  due  "Nov.  1,  1900 11,305.00 

1901. 

Feb.         5.  By  $046,000  at  141.842 916,304.34 

28.  By  Coupons  due  Feb.  1,  1901 11,305 .  00 


$2,030,230.30 


Tbese  bonds  Avere  carried  at  3%  per  cent,  interest  on  cost, 
being  the  interest  basis  upon  wbich  said  securities  were  disposed 
of  to  Joint  Account. 

Through  the  agency  of  the  Joint  Account  we  were  enabled 
to  dispose  of  our  holdings  of  firm  bonds  at  a  profit  of  $241,297.85 ; 
in  addition,  the  Joint  Account  resulted  in  profits  of  $13,740.53, 
making  total  profit  realized  of  $254,038.38. 


Exhibit  No.   107. 

Chicago  &  Noethwesteew  Railway  Company. 

Consolidated  Sinking  Fund  7  per  cent  Bonds — Due  Feb..  1,  1915. 

Firm  Bonds. 

We  held  $2,100,000  of  these  bonds  for  many  years  before 
the  joint  account  was  formed  and  on  December  31,  1898,  they 
stood  on  our  books,  as  follows : 

1898. 
Dec.      31.  To  $2,100,000  at  $125 .31 $2,631,521 .  24 

1899. 
Dec      28.  To  Profit  and  Loss 241,297. 85 

1901. 

15.  To  Profit  and  Loss , 147,035 .  82 

$3,019,854.91 
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1899. 

Feb.       23.  By  $600,000  at  $142.74 ,        $856,440.00 

Jime      18.  By  $T50,000  at  143. 54 ,       1,076,550. 00 

Dec.      30.  By  Keduotion 14,191 .  G5 

1900. 
Dec.      31.  By  Eedftction . .  9,660 .  7G 

1901. 
May  By  $750,000  at  141.736 1,063,012.50 

$4,019,854.91 

Chicago  &  I'I'oethwestern  Railway  Company. 

3%  General  Mortgage  Bonda. Joint  Account 

New   Tork    Life    Insurance    Company    &    Goldman,    Sachs    Sc 

Company. 
1899. 

Feb.         3.  To  $1,198,000  at  102  and  int $1,221,960.00 

3.  To  Corns,  paid  Bartholomew 1,000.00 

March     6.  To  Vz  pfts.  to  Goldman,  Sachs  &  Co.  8,566. 25 

Deo.      28.  To  Profit  and  Loss 8,566 .  25 

$1,240,092.50 
1899. 
Feb.         3.  By  $800,000    at    1031/2    and    int., 

$500,000 ;  at  103%  and  int ( 879,875 .  00 

14.  By  $15,000  at  103%  and  int 15,562.50 

23.  By  $333,000  at  1031/^  and  int 344,655 .00 

$1,240,092.50 


Exhibit  No.    108. 

Chicago  &  Noethwesteen  7's,  Joint  Account. 
Feb.  7,  1901.  Also  reported  sale  by  Goldman,  Sachs  &  Company 
of    $646,000    Chicago    &    Northwestern    7's,    at 
Page    237,     141.765     and     interest,     for    joint 
account  with  Par.  4  them,  at  profit  of  $12,102.18, 
our  portion  of  which  being  $6,051.09. 
Present:    the  Chairman,   and  Messrs.   Claflin,   Langdon,   Fair^ 
child,  Grace,  Morrison  and  Randolph. 
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Exhibit  No.   109. 

E"a  4. 

N.  Y,,  OuTAMO  &  Westekn  Railwat  Compant. 

Eef.  Mtge.  4  Per  Cent.  Gold  Bonds  due  June  1,  1992.   • 

Joint  Account,  New  York  Life  Insurance  Co.  &  Goldman,  Sachs 

&Co. 
1899 

Feb.    15  to  Corns,  paid  broker $1,000. 00 

Feb.    16   "   $1-,198,000  at  102%  and  int 1,248,015.83 

Feb.    24   "   $15,000  Registered  at  101%  and  int.  15,481.25 

May    24  "   1/2  Pfts.  Paid  Goldman,  Sachs  &  Co. .  12,148.13 

June  2     "   $277,000  at  102%  and  int 283,578 .  75 

Dec    28   "  Interest  B.  &  S 4,440.21 

Dec.    28   "  Profit  and  Loss 12,148.12 

1900 

Feb.    17  "  1/2  Pfts.  paid  Goldman,  Sachs  &  Co..  2,845.17 

Dec    24  "  Profit  and  Loss 13,121.50 

Our  1/2   $2,848.17 

Coupons   5,540.00 

Accrued  on 256,000.00  $4,274.22 

Accrued  on 35,000.00     '  392.78 

Accrued 6,000.00  69.33 


$13,121.50 


1899  $1,593,178.96 

Feb.  15  By  $50,000  at  104:V2  and  int 53,161.11 

Feb.  16  "  Cps.  due  McL  1,  '99  $500,000 10,000.00 

Feb.  16  "  $100,000  at  1041/2  and  int. 106,333.33 

Feb.  17  "  $250,000  at  1041/2  and  int 265,861.11 

Feb.  20  "  $133,000  at  IO41/2  and  int 141,482.44 

Feb.  20  "  $50,000  at  IO51/2  and  int 53,188.89 

Feb.  23  "  $100,000  at  IO41/2  and  int 106,411.11 

Mar.    1  "  $75,000  at  1041/2 

$58,000  at  1043/4 139,130.00 

Mar.    1  "  Int.    on    $15,000    Regd.    and    $15,000 

cps.  due  Mar.  1,  1899 600.00 

Apr.    6  "     $19,000  at  1043/4  and  int 19,976.39 
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Apr.  13  By  $39,000  at  1041/2  and  int $40,937.00 

May  12  "  $5,000  at  104%  and  int :  5,276 .  94 

May  24  "  $334,000  at  1041/4  and  int 351,275 .  22 

Sept.   1  "  cps  on  $277,000  at  $20 5,540.00 

Dec.  12  "  $35,000   at  lOSi/g-l-ie 36,771 .  87 

Dec.  15  "  $6,000  at  IO41/2  and  int 6,339 .  33 

1900 

Feb.  14  $236,000  at  IO41/2  and  int 250,894.22 

$1,593,178.96 

Long  Island  City  General  Improvement  4%'s — rJoint  Account 
ISTew  York  Life  Insurance  Co.  and  Farson,  Leach  &  Company. 

1899 

June        5,  to  $264,000   $303,325.55 

Nov.        1,  to  Legal  services 3,000 .  00 

1900 

April     23,  to  Farson,  Leach  &  Co.,  1/2  Prts 1,350.97 

Dec      24,  to  Profit  and  Loss 1,350. 98 

$309,027.50 
1899 

June        5,  by  $10,000  at  120,  1919's 12,000. 00 

July      IS,  by     30,000  1902's  at  103 .  30 30',990. 00 

July      13,  by       6,500  1903's  at  105 .  50 6,864. 00 

July      13,  by       5,000  1907's  at  110.30 5,515.00 

July      13,  by     38,000  1913's  at  116 .  10 44,118 .  00 

July      18,  by       8,000  1914's  at  116 .  75 9,340 .  00 

July      13,  by     26,000  1918's  at  120 .  25 31,265 .  00 


Exhibit  No.   110. 

No.  5. 
1900 

Apr.  13,  by  $36,500  1919's  at  118.88 $43,391 .  20 

Apr.  13,  by      5,000  1920's  at  119.55 5,977 .  50 

Apr.  12,  by    35,500  1921's  at  120.21 42,674.55 

Apr.  13,  by    38,500  1922's  at  120.85 46,527.25 

Apr.  13,  by    25,000  1923's  at  121.46 30)265 .  00 

$309,027.50 
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Long  Islaitd  City  Impeovement  4^/^^  Bonds. 

We  hold  $264,000  bought  at  par— plus  legal  expenses  $462.40 
■ — on  June  5th,  1899,  a  Joint  Account  "was  formed  with  Farson, 
Leach  &  Co.  for  the  sale  of  these,  bonds,  the  same  being  turned 
to  the  Account  at  the  following  prices  on  June  5th,  1899. 

$30,000,  1902's  at  103.99 $31,197.00 

6,500,  1903's  at  105.77 6,875.05 

5,000,  1907's  at  

38,000,  1913's  at  113.41 43,095.80 

8,000,  1914's  at  113 .  85 9,108 .  00 

26,000,  1918's  at  116.35 30,251.00 

46,500,  1919's  at  116.88 54,349.20 

5,000,  1920's  at  117.38 5,869.00 

35,500,  1921's  at  117.88 41,847.40 

38,500,  1922's  at  118 .  36 45,568 .  60 

25,000,  1923's  at  118.82 29,705.00 


$303,325.55 

$264,000.     Cost $264,462.40 

264,000  to  Joint  Account '. 303,325 .  55 

Profit  and  Loss $38,863.15 
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ISToY.  12,  1900.  "  Letters  were  submitted  from  Goldman,  Sachs 
&  Company,  November  9th  (two)  and  10th  (two)  with  accompany- 
ing statements  relative  to  joint  account  with  them  in  Missouri 
Pacific  59  Collateral  Trust  Bonds,  and  reporting  final  sale  of  said 
bonds  to  close  the  account  which  were  approved  and  settlement 
ordered  to  be  made  in  the  several  proportions,  viz. : — ll/23rds  to 
New  York  Life  Insurance  Company,  ll/23rds  to  Goldman,  Sachs 
&  Company,  l/23rd  to  Geo.  W.  Bartholomew  (Page  197,  Par.  4). 

Present :  • —  Messrs.  Fairchild,  Langdon,  Perkins,  and  Mr.  Kan- 
dolph,  Chairman. 


Exhibit  No.    112. 

No.  7. 

New  York  Life  and  Goldman,  Sachs  &  Co.,  Joint  Accotmt, 
Chicago  &  Alton  Railroad  Company,  3^  Eefunding  50-Yr.  Gold 
Bonds 

Due  Oct.  1st,  1949. 

1899. 

Oct.       17.  To  $4,000,000  at  96  and  int $3,845,333  33 

Nov.         1.  To  $1,500,000  at  96  and  int 1,443,750  00 

22.  To  $1,500,000  at  96  and  int 1,446,375  00 

Dec.      15.  To  $3,000,000  at  96  and  int 2,898,500  00 

1901. 
June      29.  To  Amts.  credited  B.  &  S.  in  error. .  3,190  74 

Sept.      30.  To  Amt.  credited  April  2,  1900,  in 

error  (flat  price) 4  17 

Oct.  7.  To  Temporary  Loans 400,000  00 

1.  To  Profits  on  joint  account  to  G.  S. 

&  Co 1,937  91 

31.  To  Profits  on  joint  account  to  N,  Y. 

Life 1,937  92 


$10,0*1,029  07 


1899 

Nov.      '  8.  By  $25,000,  sold  at  981/2  and  int 24,702  08 

10.  By  $21,000,  sold  at  99     and  int 20,858  2,0 
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1900. 

March     6.  By  $50,000,  sold  at  98^  and  int $49,895  83 

April       2.  By  $50,000,  sold  at  981/2 49,250  00 

10.  By    $5,000,  sold  at  98>4  and  int 4,928  75 

Dec.      29.  By  Temporary  Loans ,  400,000  00 

1901. 

June      26.  By  $250,000,  sold  at  96  and  int 242,395  83 

18.  By  $500,000,  sold  at  96 480,000  00 

20.  By  $250,000,  sold  at  96 240,000  00 

29.  By  Amts.  charged  B.  &  S.  in  error..  33,958  33 
Oct.          7.  By  Del'd  G.  S.  &  Co.,  $3,925,000  at 

96 3,768,000  00 

31.  By  Transfd  to  Keg.  account 4,727,040  00 


$10,041,029  07 


Ohicago  &  Alto-kt  3's,  Joiwt  Account. 

July  26, 1899  "  The  object  of  the  meeting  was  stated  to  be  to  con- 
sider the  question  of  participation  in  a  proposed 
syndicate  to  purchase  $10,000,000  of  an  intended 
issue  of  $40,000,000  Chicago  &  Alton  R.  R.  3^ 
Bonds  at  96  and  interest  in  conjunction  with 
Goldman  &  Sachs,  for  re-sale,  with  authority  to 
take  $1,000,000  of  same  as  investment  —  the 
purchase  to  be  subject  to  the  bonds  being  made 
a  K'ew  York  State  Savings  Bank  investment  be- 
fore the  adjournment  of  the  next  Legislature, 
and  to  carry  with  it  an  option  upon  the  next  issue 
of  said  bonds  —  which,   on  motion  was  unani- 

Page  125,  mously  approved  and  the  Treasurer  was  empow- 

Par.  1  ered  in  accordance  therewith." 

Present: — The  Chairman,  and  Messrs.  Langdon,  Grace,  Per- 
kins, and  Randolph. 

Oct.  31,  1900,  "  Chairman  submitted  correspondence  with  Gold- 
Page  195,  man,  Sachs  &  Company,  relative  to  joint  accouni 
Par.  3                    interest  in  $10,000,000  Chicago  &  Alton  bonds. 
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Present:  —  Messrs.  Clafliu,  Fairchild,  Langdon,  Perkins  and 
Mr.  Eandolph,  Chairman. 

Nov.  7, 1900.  "  Letters  from  Goldman,  Sachs  &  Company  of 
October  31st  and  November  7tli  were  read  in 
connection  with  tender  of  additional  securities 
valued  at  $250,000  as  further  collateral  against 
loss  from  depreciation  in  the  market  value  of 
their  half  interest  in  $10,000,000  Chicago  & 
Alton  bonds,  purchased  in  joint  account  with 
Page  196,  them,  which  was  authorized  to  be  received  in  ae- 

Par  1.  cordance  with  the  terms  of  said  two  letters." 

Present: — Messrs.  Fairehild,  Langdon,  Perkins  and  Mr.  Ran- 
dolph, Chairman. 

Nov.  15,  1900  "  Suggestion  of  Goldman,  Sachs  that  they  be  al- 
lowed to  purchase  and  substitute  Chicago  & 
Alton  1st  Mortgage  Bond  Certificates  to  be  ac- 
companied by  sales  of  corresponding  amounts  of 
3^  mortgage  bonds,  whenever  the  market  af- 
fords opportunity  to  do  so  at  a  difference  of  price 
sufficient  to  materially  cheapen  the  3^  bonds 
held  in  joint  account  with  them— was  approved." 

Present: — ^Messrs.  Fairehild,  Langdon,  Grace,  Perkins,  Mor- 
rison, and  Mr.  Randolph,  Chairman. 


Exhibit  No.   113. 

No.  8. 

Joint  Account  Russian  Wladikawkos  Ry.  Loan  of  1900. 

1900. 

Feb.       19.  To    $40,000  at  96%  and  Lit $38,857.81 

19.  To    $10,000   9,714.45 

March  23.  To      $3,000  at  971/2  and  Int 2,947.45 

28.  To    $12,000  at  96%  and  Int 11,699.77 

April       6.  To      $8,000  at  971/2  and  Int 7,969.33 

6.  To    $32,000  at  96%  and  Int 31,237.34 

13.  To  $400,000  at  96%  and  Int 390,911.11 

13.  To  $100,000  at  971/2  and  Int 98,477.78 

17.  To  $400,000  at  96%  and  Int 391,133.34 

17.  To  $100,000  at  971/2  and  Int 98,533.33 

Dec.      24.  To  Profit  and  Loss 6  137.54 


140  Legislative  Insurance  Investigation. 

1901. 
March   14.  To  Ins.   postage,  ■  etc.,   in   shipment 

450,000  to  Russian $366 .  05 


$1,087,885.30 
1900. 

Feb.       19.  Ey    $50,000  at  9%  and  Int 48,572.26 

March  22.  By    $10,000  at  971/2  and  Int ,  9,824.44 

23.  By      $5,000  at  971/2  and  Int 4,912 .  78 

April       3.  By    $40,000  at  971/2  and  Int 39,346.  67 

11.  By  $500,000  at  971/2  and  Int 492,388 .  89 

17.  By  $500,000  at  971/2  and  Int 492,474. 21 

1902. 

Oct.       17.  By  Bonds 366.05 


$1,087,885.30 

The  $1,555,000  bonds  above  referred  to  were  sent  to  us  by  the 
International  Commercial  Bank  of  St.  Petersburg  to  be  sold  for 
the  Joint  Account  of  that  Bank  and  tbe  New  York  Life  Insurance 
Co.  The  !N"ew  York  Life  Insurance  Co.  to  receive  the  profits  on 
80^  of  the  price  at  which  bonds  were  sold  have  the  issue  price 
of  96%.  They  were  never  charged  up  in  the  books  of  the  l^ew 
York  Life  Insurance  Co.  until  actual  sales  were  made.  Eighty 
per  cent  of  the  amount  at  96%  was  deposited  to  the  credit  of  the 
Minister  of.  Finance  of  Russia ;  and  20^  at  the  market  rate  was 
credited  at  the  banking  house  of  Messrs.  L.  Von  Hoffman  &  Co. 
to  the  International  Com'l  Bank  of  St.  Petersburg.  Profits  to 
the  N.  Y.  Life  Ins.  Co.,  $6,137.54. 


Exhibit  No.  114. 

(Marked  for  identification.)]: 


EXHIBIT  No.  114A. 

No.  9. 

Queers  County,  New  Yoek,  i^  Bonds. 

1897.  Dr. 

Nov.      18.  Paid  on  account ,. .  $32,000.00 

Deo.        2.  Paid  on  account 20,000 .  00 
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1897.  Dr. 

Dec.        2.  Bo't  490,000  at  108. YY  less  20,000.  $512,973.00 

2.  Bo't  120,000  at  108.5  less  512,000.  118,260.00 

2.  Bo't  325,000  at  108 .  61  less  20,000.  332,982 .  00- 

20.  Bo't  200,000  at  109.03  less  20,000.  198,060.00 

20.  Bo't  40,000  at  109 .  087  less  4,000 . .  39,634 .  80 

20.  Paid  on  account ,  24,000. 00 

Bo't  50,000  at  109 .  07  less  5,000 . . .  49,535 .  00 

Paid  on  account 5,000 .  00 

Bo't  50,000  at  109.03  less  5,000. . .  49,515.00 

Paid  on  account 5,000 .  00 

Bo't  10,000  at  111 .  27  less  12,000 . .  121,524 .  00 

Paid  on  account ,  12,000. 00 

Bo't  10,000  at  101 .  555  less  1,000 . .  9,155 .  50 

Paid  on  account 1,000. 00 

29.  Professional  fees,  lawyers 1,000.00 

1898. 

Jan.          5.  Lithographing 304. 00 

1899. 

March     2.  310,000  at  112.226 347,270.06 

1901. 

Feb.       11.  Parson,  Leach  &  Co.'s  profits 22,005.07 

N.  Y.  Life  Ins.  Co.'s  1,715 .000 22,005 .  07 


$1,923,324.00 
1899. 

Jan.       10.  Sold  20,000  at  117.12 $23,424.00 

Feb.         2.  Sold  100,000  at  1121/8 112,625 .  00 

Dec.      20.  Sold  30,000  at  116.76 35,028 .  00 

1900. 

Aug.        1.  Sold  200,000  at  112 224,000 .  00 

Dec.      11.  Sold  50,000  at  111.825 55,912 .  50 

Sold  50,000  at  111.825 55,912 .  50 

Sold  635,000  at  111.81: 709,993 .  50 

Sold  240,000  at  111.825 ■  268,380 .  00 

Sold  10,000  at  111.455 ,  11,145 .  50 

1901. 

Jan.       18.  Sold  60,000  at  112 67,200. 00 

Feb.         8.  Sold  240,000  at  111.57 267,768 .  00 
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1901. 

Feb.        8.  Sold  70,000  at  116.Y0 ' $81,690 .  00 

Sold  10,000  at  101.45 10,145 .  00 


1,715,000  $1,923,224.00 

Queens  Couwtt  Bonds. 

December  21,  1897  (Book  6  Page  386) 

"Approval  of  the  arrangement  made  witli  Messrs.  Parson, 
Leach  &  Company  for  purchase  on  joint  account,  of  QUEEN'S 
COUlSrTY  BOJSTDS,  up  to  $1,500,000  was  unanimous." 

Present:  The  Chairman,  Messrs.  Clailin,  Randolph,  Fairchild 
and  Langdon. 

January  10,  1899  (Book  7,  P'age  75) 

"  On  motion,  it  was  resolved  that  Edward  K".  Gibbs,  Treasurer 
of  the  New  York  Life  Insurance  Company,  be  and  he  is  hereby 
authorized  to  sell,  assign  and  transfer  all  or  any  part  of  one  million 
four  hundred  and  five  thousand  dollars.  County  of  Queens,  IST.  Y., 
four-per-cent.  bonds,  standing  in  the  name  of  the  ISTew  York  Life 
Insurance  Company,  on  the  books  of  the  said  County." 

Present: — The  Chairman,  Secretary,  Messrs.  Claflin,  Langdon, 
Grace  and  Perkins. 

December  10,  1900  (Book  7,  Page  211) 

"  The  following  resolution  giving  authority  to  Mr.  E.  D.  Ran- 
dolph, Treasurer,  to  sell,  assign  and  transfer  Queens  County 
Bonds  was  presented  and  adopted : 

"  Resolved:  That  Edmund  D.  Randolph,  Treasurer  of  the  New 
York  Life  Insurance  Company,  be  and  he  is  hereby  authorized  to 
sell,  assign  and  transfer  all  or  any  part  of  $1,040,000,  County  of 
Queens,  ISTew  York,  4^  bonds  standing  in  the  name  of  the  New 
York  life  Insurance  Company  on  the  books  of  the  said  Queens 
County." 

Present: — Messrs.  Randolph  (Chairman),  Eairchild,  Langdon, 
Morrison  and  Kingsley,  Secretary. 

December  13,  1900  (Book  7,  Page  214) 

"  The  Chairman  reported  the  sale  of  $985,000  Queens  County 
4^  bonds  for  joint  account  with  Messrs.  Parson,  Leach  &  Co. 
showing  a  profit  to  the  Company  of  $14,300  leaving  $380,000  par 
value  of  the  bonds  on  hand." 
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Present: — Messrs.  Eandolph  (Chairman),  Fairchild,  Langdon, 
Claflin,  Morrison  and  Kingsley  (Secretary). 

February  11,  1901  (Book  Y,  Page  239) 

"  The  Treasurer  reported  sale  of  $320,000  Queens  County  4's, 
closing  joint  account  with  Messrs.  Parson,  Leach  &  Company, 
■with  profit,  of  which  the  Company's  share  is  $22,000." 

Present: — Messrs.  Perkins  (Chairman),  Langdon,  Randolph, 
Grace,  Morrison  and  Kingsley  (Secretary). 

Exhibit  No.    115. 

Long  Island  Raileoad  Company — Refunding  i^  Gold  Bonds. 
Due  March  1,  1949,  Joint  Account     ISTew  York  Life  Insurance 
Company  and  W.  S.  Fanshawe. 

1904. 

April     26.  To  $3,045,500  at  99  less  1^ $2,984,590.00 

June      23.  Profits  to  W.  S.  Fanshawe 22,500.00 

June      30.  Profits  to  N.  Y.  Life 8,lS2 .  50 

$3,015,272.50 

1904. 

April     29.  By  $50,000  at  99 $49,500.00 

April     30.  To  reduce  bonds  to  971/2 15,227 .  50 

April     30.  Retired  $1,000,000  at  971/2 975,000.00 

June        9.  By  $50,000  at  99 49,500 .  00 

June      16.  By  $50,000  at  99 49,500.00 

June      23.  By  $1,895,500  at  99 1,876,545 .  00 

$3,015,272.50 

This  account  was  formed  for  the  purchase  jointly  of  $3,045,500 
L  I.  R.  R.  Co.  Ref.  4's,  at  99  less  1^.  The  account  was  closed 
with  net  profits  to  the  N.  Y.  Life  Ins.  Co.  of  $8,182.50  after 
$15,227.50  had  been  supplied  by  Fanshawe  and  ourselves  in  order 
to  mark  down  the  investment  to  971/2.  The  1^.  Y.  Life  Ins.  Co. 
retired  from  this  account  for  investment  $1,000,000  of  said  bonds 
at  971/2. 


Exhibit   No.    116. 

(Marked  for  identification.) 


144  Legislative  Insurance  Investigation. 

. ^ ■,-«--.l.l...-M.4 

Exhibit  No.   117. 

No.  11. 

PlTTSBtTEG,  YiEG-lNIA  &  CHAELEBTOlfr  EaiLWAY  Go. 

First  Mtge.  4^  Bonds. 

Due  'Nov.  1,  1949,  Joint  Account.    New  York  Life  Insurance 
Company  and  Harvey  Fisk  &  Sons. 

1904. 

June   24.  To  $1,000,000  at  104 $1,040,000 


$1,040,000 
1904. 
June   30.  To  $1,000,000  at  104 $1,040,000 


$1,040,000 

This  account  was  formed  with  Messrs.  Harvey  Fisk  &  Son  to 
purchase  $3,380,000  bonds  at  104  and  interest.  The  N.  Y.  Life 
Insurance  Co.  to  retire  immediately  $694,000  in  bonds,  Messrs. 
Fisk  &  Sons  carried  their  one-half  participation  and  the  joint 
account  was  finally  closed  with  a  profit  to  the  N.  Y.  Life  Insurance 
Co.  on  the  $1,000,000  bonds  remaining  in  joint  account  as  stated 
below. 

Check  for  $10,000,  our  share  of  profits,  received  June  30,  1904, 
and  credited  to  Profit  and  Loss. 

PiTTSBUEG,  Virginia  &  Chaeleston  Kt.  1st  Mtge.  4's,  1943. 

Joint  Account. 

June  23, 1904.  "  The  Chairman  was  authorized  to  take  with 
Harvey  Fisk  &  Sons  one-half  of  a  participation 
of  $3,380,000  in  Pittsburg,  Virginia  &  Charles- 
ton Railway  First  Mortgage  4^  Gold  Bonds 
due  1943,  guaranteed  both  as  to  interest  and 
(Page  6,  principal  by  the  Pennsylvania  Railroad  Corn- 

Par.  9).  P^'Hy  a.t  104  and  interest;  the  Company  to 

withdraw  at  once  $690,000  of  the  bonds,  par 
value,  leaving  $1,000,000  in  the  Syndicate, 
■which  is  to  run  for  a  period  of  four  months. 
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Present: — Mr.  Perkins  in  the  Chair,  and  Messrs.  Kandolph, 
Langdon,  Morrison  and  Claflin. 

June  30, 1904.  "  Treasurer  reported  that  he  had  delivered  to  W. 
S.  Fanshawe  $1,000,000  Pittsburg,  Virginia  & 
Cliarleston  4's,  due  1943  according  to  the 
arrangement  set  forth  in  the  minutes  of  23d  of 

(Page  7,  June,  1904,  the  bonds  having  been  sold  at  105 

Par.  5).  and   interest;   the   Company's  proportion   of 

profit  on  the  amount  sold  being  $10,000." 
Present: — Mr.  Perkins  in  the  Chair,  and  Messrs.  Langdon, 

Randolph,  Morrison  and  Claflin. 


Exhibit  118.    No.  12  and  25. 

New  Yoek  City  3^/2^  Coepoeate  Stock,  Due  1954. 

Joint  Account. 

New  York  Life  Insurance  Company  and  Harvey  Pisk  &  Sons. 

1904. 

June      27.  To  $2,500,000  at  102 $2,550,000 

June      28.  To  1,500,000  at  102 1,530,000 

$4,080,000 

1904. 

July  6.  By  $1,500,000  retired  at  102 $1,530,000 

July  13.  By     1,000,000  at  102 1,020,000 

July  15.  By     1,500,000  retired  at  102 1,530,000 

Retired  $3,000,000.  $4,080,000 

Profits  on  $1,000,000  sold  were  $9,131.66,  for  which  we  re- 
ceived check. 

Credited  to  Profit  and  Loss  July  15,  1904. 

This  account  was  formed  for  the  purchase  of  $5,000,000  N.  Y. 
City  3V2^  Corporate  Stock  at  102,  jointly  by  Messrs.  H.  Pisk  & 
Son  and  the  N.  Y.  Life  Ins.  Co.  The  N.  Y.  Life  Ins.  Co.  with- 
drew $3  000,000  of  the  bonds  and  the  balance  was  carried  $1,000,- 
000  by  the  N.  Y.  L.  Ins,  Co.,  $1,000^000  by  H.  Pisk  &  Sou. 

The  Profits  of  the  N.  Y.  Life  Ins.  Co.  on  this  transaction  were, 
as  stated  above,  $9,131.06. 
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New  Yoek  Citt  S^'a. 

Joint  Account. 

June  27, 1904.  The  Chairman  announced  that  after  consulta- 
tion with  the  Sub-Committee  he  had  purchased 
$5,000,000  par  value  of  the  recent  issue  of 
New  York  City  3^/^^  on  joint  account  with 
Harvey  Fisk  &  Sons,  at  102  and  interest; 
Harvey  Fisk  &  Sons  to  sell  the  $5,000,000  in 
(Page  Y,  question  on  joint  account,  the  Company  retain- 

Par.  3).  ing  the  right,  if  it  so  desires  at  ar.y  time,  to 

withdraw  any  or  all  of  its  interest  at  the  pur- 
chase price. 

Present : — Mr.  Perkins,  Chairman,  and  Messrs.  Randolph,  Lang- 
don,  Morrison  and  Claflin. 

June  30,  1904.  "  The  Sub-Committee  asked  approval  of  further 
(Page  7,  participation  of   $1,500,000   additional  ISTew 

Par.  7).  York  City  SVa's  at  102 ;  the  bonds  to  be  sold. 

Approved." 

Present — ^Mr.  Perkins  in  the  Chair,  and  Messrs.  Langdon, 
Randolph,  Morrison  and  Claflin. 

Same  meeting  as  above :  The  Treasurer  was  authorized  to  with- 
draw from  the  purchase  of  $5,000,000'  of  these  bonds  as  author- 
ized on  joint  accoimt  in  the  minutes  of  the  27th  of  June,  $1,500,- 
000,  leaving  the  balance  of  this  Company's  proportion  to  be  sold. 
July  13,  1904.  "  The  Treasurer  was  also  authorized  to  withdraw 
(Page  9,  at   102,    $1,500,000    additional   of  the   New 

Par.  3).  York  City  S^b's  lately  bought  on  joint  account 

from  Harvey  Fisk  &  Sons." 

Present — Messrs.  Perkins  (Chairman),  and  Langdon,  Ran- 
dolph, Morrison  and  Claflin. 

July  19,  1904.  "  Chairman   reported   sale   of   $1,000,000   New 
(Page  4,  York  City  SVz's  on  joint  account." 

Par.  4). 

Present — ^Mr.  Langdon  in  the  Chair,  and  Messrs.  Morrison, 
Randolph  and  Claflin. 
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Exhibit   119.    No.  13. 

Long  Island  Eailroad  Oompakt  Refunding  4^  Gold  Bonds, 

Due  IIaech  1,  1949. 

Joint  Account  No.  2. 
New  York  Life  Insurance  Company  and  W.  S.  Fanslia-we. 
1904. 
June      23.  To  $250,000  at  99 ' $247,500 

$247,500 
1904. 

July  1.  By  $90,000  at  99 $89,100 

July  11.  By     65,000  at  99 64,350 

July  19.  By     25,000  at  99 24,750 

July  21.  By     15,000  at  99 14,850 

Aug.  3.  By     10,000  at  99 9,900 

Aug.  4.  By     45,000  at  99 44,550 


$247,500 

Bonds  sold  and  account  closed. 

Received  check  of  W.  S.  Fanshawe,  $2,068.45.  Credited 
Profit  and  Loss,  August  3,  1904. 

The  above  account  was  for  the  joint  purchase  of  $500,000 
Long  Island  Ref.  4's,  of  which  W.  S.  Tanshawe  carried  his  one- 
half  participation. 

Long  Island  Railroad   Company  Refunding  Mortgage   0 

Bonds. 

April  21,  1904  (Book  8,  Page  243). 

"  The  Chairman  reported  offering  by  Kuhn,  Loeb  &  Co.  of 
about  $3,000,000.  Long  Island  Railroad  Company  Refunding 
ilortgage  4^  bonds  guaranteed  by  Pennsylvania  Railroad,  at  98, 
accompanied  by  guaranty  that  our  interest  of  $750,000  in  syndi- 
cate through  which  said  bonds  are  issued,  shall  yield  a  profit 
oquivalent  to  cno-half  per  cent,  reduction  in  price  of  said  $3,000,- 
000  bonds.  The  Chairman  thereupon  proposed  to  take  the  amount 
offered  on  those  terms  in  joint  account  with  William  S.  Fanshawe, 

bonds  to  be  withdrawn  as  an  investment  for  the  Company, — 

v,d)ich  was  approved." 

Present — The  President,  Mr.  Perkins,  Chairman,  and  Messrs. 
riaflin,  Langdon,  FairchiLl,  Morrison  and  Randolph. 
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June  23,  1904  (Book  9,  Page  6). 

"  The  Treasurer  reported  receipt  of  letter  from  W.  S.  Fanshawe 
advising  that  the  balance  of  the  Long  Island  Refunding  Mortgage 
4's,  which  the  Company  had  on  joint  account  with  him,  as  per 
minutes  of  21st  April,  1904,  had  been  sold  at  99  and  interest;  and 
also  advising  the  Committee,  as  per  arrangement  with  the  Chair- 
man, of  participation  of  $250,000  in  the  purchase  aforesaid 
allotted  to  this  Company.     Approved." 

Present — ^Messrs.  Perkins  in  the  Chair,  and  Messrs.  Randolph, 
Langdon,  Morrison,  Claflin  and  Kingsley,  Secretary. 

August  8,  1904  (Book  9,  Page  11). 
"  Treasurer  reported  that  he  had  received  from  W.  B.  Pan- 
shawe  $2,068.45  in  settlement  of  joint  account  in  the  purchase 
of  $250,000  Long  Island  4's  noted  in  the  minutes  of  June  23, 
1904." 

Present — ^Messrs.  Langdon  in  the  Chair,  and  Morrison,  Ran- 
dolph and  Kingsley,  Secretary. 


Exhibit  No.    120. 

ISTo.  14. 

Okeoon  Shoet  Line  Railroad  Company  4^  and  Participating 

24-yEAB  Gold  Bonds,  Dub  August  1,  1927. 

Joint  Account. 

ITew  York  Life  Insurance  Company  and  W.  S.  Fanshawe. 

1904. 

Sept.  29.  To  $332,000  at  99.23 $329,445 .44 

Sept  30.  To       18,000  at  99.21 17,859 .  50 

Oct.  31.  To  Pfts.  W.  S.  F 5,343.36 

Oct  31.  To  Pfts.  N.  Y.  L 5,343.36 


$357,991.66 
1904. 
Oct       28.  By  $350,000  at  102.28 $357,991 .  66 

This  account  was  formed  for  the  purchase  of  $350,000  Ore. 
Short  Line  and  Participating  4^  Bonds  at  9978  flat.  The  bonds 
were  subsequently  sold  to  realize  a  profit  to  the  N.  Y.  L.  Ins. 
Co.  of  $5,346.36.  The  IST.  Y.  L.  Ins.  Co.  carried  these  bonds  for 
the  coupons. 
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Okegon  Shoet  Line  Participation.  4's.  ' 
Joint  Account. 
Sept  22, 190i.  "  Proposal  of  W.  S.  Fanshawe  to  purchase  $600,- 
000'  Oregon  Short  Line  Participation  4's  at 
(Page  16,  96%  flat  for  joint  account,  the  bonds  to  be 

Par.  7).  carried  by  us  for  the  interest  they  bear,  was 

authorized  to  be  accepted." 
Present — Mr.  .Perkins   in   the   Chair,    and  Messrs.   Langdon, 
Claflin,  Morrison  and  Randolph. 

Sept.  29,  1904.  "  Chairman  asked  confirmation  of  purchase  of 
joint  accoimt  with  W.  S.  Fanshawe  of  $350,- 

(Page  17,  000   Oregon   Short  Line   Participating  Gold 

Par.  2).  4's,  due  August,  1927,  at  99%  flat— this  Com- 

pany to  carry  the  bonds.     Approved." 
Present — Mr.   Perkins   in   the   Chair,    and   Messrs.    Langdon, 

Randolph,  Morrison  and  Claflin. 

Oct.     31,  19,04.  "  The  Treasurer  reported  that  the  joint  account 
with  Y\^    S.   Fanshawe  in  $350,000   Oregon 

(Page  20,  Short  Line  i'^  and  participating  bonds  had 

Par.  9).  been  closed  out  witli  profits  to  us  of  $5,343.36, 

check  for  which  had  been  received." 
Present — Mr.  Langdon  in  the  Chair,  and  Messrs.  Orr,  Morrison 

and  Claflin. 


Exhibit  No.    121. 

No.  15. 

NoETHEEN  Pacific — Geeat  ISToetheen. 

C,  B.  &  Q.  OoLi.  4^  Bonds,  Due  July  1,  1921. 
Joint  Account. 
New  York  Life  Insurance  Company  and  W.  S.  Fanshawe  & 
Company. 

Sept.      30.  To  $100,000  at  96,26 $96,261 .  11 

Sept.      30.  To       80,000  at  96.38 77,108 .  89 

Sept.      30.  To       26,000  at  96.51 25,092 .  89 

Oct.  3.  To       10,000  at  96.47 9,647 .  78 

Oct.  3.  To       33,000  at  96.60 31,878 .  92 

Oct,         3.  To     100,000  at  96.72 86,727 .  78 

Oct.  3.  To     415,000  at  96.85 401,939 .  02 
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Oct.         4!  To         3;000  at  96.84 \       $2,905.25 

N"ov.      14.  To  W.  S.  F.  Pfts $4,656.20 

Nov.      30.  To  Pfts.  N.  Y.  L .....  .         4,656 .  19 

$750,874.03 
1904. 

ISTov.      11.  Ey  $350,000  at  97.80 ^ $342,319 .  45 

Nov.      11.  By     332,000  at  97.93 325,1^9.44 

Nov.      14.  By       85,000  at  98.14 *. . .        83,425,14 

$750,874.0.", 

This  account  was  formed  between  J\ressrs.  W.  S.  Faiisliawe  & 
(]o.  and  the  N.  Y.  Life  Ins.  Co.  to  bny  up  $1,000^000  Chic,  Burl, 
(fe  Quincy  Joint  4's  (Xorthern  Pacific — Great  Northern)  at  from 
97  to  97i,  $767,000  bonds  were  purchased  at  from  97  to  97;s^ 
and  sold  from  time  to  time  with  a  net  profit  of  $4,656.19  to  the 
N.  Y.  L.  Ins.  Co.  for  its  share. 

We  carried  all  bonds  for  interest  on  sa"me. 

Chicago,  BtrELiN&To:y  &  Quiitc^  Joint  4's.  . 
Joint  Account- 
Sept.  29,  1904.  Authority  was  also  given  tlie  Chairman  to  buy  on 
(Page  17,  'joint   account  with   W.    S.    Panshawc  up   to 

Par.  3).  $1,000,  Chicago,  Burlington  &  Quincy  Joint 

4's,  at  from  97  to  971/2. 

Present — Mr.  Perkins  in  tlie  Chair,  and  Messrs.  Langdon, 
Randolph,  Morrison  and  Claflin. 

Oct.  3, 1904.  The  Treasurer  reported  purchase  on  joint  account 
with  W.  S.  Fanshawe,  as  per  authorization  of 
September  29th  of  Chica'go,  Burlington  ~& 
Quincy  Joint  4's  amounting  to  $767,000  at 

(Page  17,  prices  ranging  from  97^/4  to  97%  flat. 

Par.  5). 

Present:    Mr.  Perkins  in  the  chair,  and  Messrs.  Langdon,  Mor 

rison,  Eandolph  -and  Claflin. 

Nov.  17,  1904.  The  Treasurer  reported  that  the  Joint  Account 

(Page  23,  with  W.  S.  Fanshawe  &  Co.,  of  $767,000  C.  B. 

Par.'  11).  &  Q-  Joint  4's  had  been  closed  ofit  with  profits 

for  this  Company  of  $4,656.19. 
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Present:    Mr.  Perkins,  Chairman,  and  MfeSSrs.  Langdon,  Orr, 
Randolph,  Kennedy,  Claflin  and  Morrison. 


Exhibit  No.   122. 

SOTTTHEBN  pACIrtC  RaIT.BOAD  CoMPANY  IST  Jf  ORTQAGE  EeFUND- 

IITG'   4's 

bue  Jan.  1,  1955 
1905 

Feb.       24.  To  $4:,500sOOO  at  97  less  ^4 $4,368,750 

Fgb.       28,  To  Corns.  Aect.  on  $1,600,000 3,760 

March     3.  To  Corns,  and  Ptfs  on  $500,000  . . .  3,750 


$4,361,250 


1905 

Feb.  24.  By  $1,500,000  at  97  less  i/4 '   $1,451,250 

Feb.       24.  By  $500,000  at  971/2 487,500 

Feb.       24.  By  $200,000  at  97  less  i/4 19S,500 

Feb.       24.  By  $800,000  at  97  less  %  . 774,000 

Aug.      31.  By  balance,  $1,500,000  at  97  .....  1,455,000 

$4,861)260 

This  account  represents  the  joint  purchase  of  th^  N.  Y.  Life 
Ins.  Co.,  W.  S.  Fanshawe  &  Co.,  IST.  Y.  Security  &  Trust  Co.  and 
Bankers  Trust  Co.  for  the  foUo^ving  amounts: 

Eespectively:    K  Y.  Life  Ins.  Co $2,00p,000 

W.  S.  Fanshawe  &  Co 1,500,000 

K  Y.  S.  &  T.  Co 800,000 

Bankers  Tr.  Co 200,000 

all  at  the  price  of  97  and  interest  less  %  per  cent.  On  the  9th 
Feb.  1905,  the  N.  Y.  Life  Ins.  Co.  sold  to  W.  S.  Fanshawe  &  Co. 
These  bonds  were  delivered  to  Messrs.  Fanshawe  &  Co.  Feb.  24. 
There  were  also  retired  th^  participations  of  the  N.  Y.  S.  &  Tr.  Co. 
and  the  Bankers  Trust  Co.  and  the  N.  Y.  Life  Ins.  Co.,  retired,  its 
participation  of  $1,500,000  (balance)  with  profite  by  sales  of 
$2  500  and  $5,000  being  credited  to  oonunission  account,  marking 
the  bonds  ilp  to  97. 
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SouTHEEN  Pacific  Reb-unding  4's 
Joint  Account 
Feb.  6, 1905.  Chairman  reported  participation  of  $Y50,000  taken 
(Page  33,  in    Southern    Pacific    Eefunding    First    i% 

Par.  7).  Bonds    Syndicate  —  and    also    purchase    of 

$2,000,000  of  same  bonds  at  97  less  %  com- 
mission out  of  $4,500,000  bonds  bought  jointly 
with  W.  S.  Fanshawe  ($1,500,000),  New  York 
Security  &  Trust  Company  ($800,000  arid 
Bankers  Trust  Company  ($200,000). 
(Page  33,  Authority  was  given  to  sell  $500,000  of  same 

Par.  3).  bonds  at  not  less  than  97%. 

Present:    Mr.  Perkins,  Chairman,  and  Messrs.  Langdon,  Mor- 
rison, Kennedy,  Orr  and  Randolph. 


Exhibit  No.   123. 

No.  17  • 

Jersey  City;  New  Jersey,  ifi'a. 

Refunded  Assessments. 

Due  June  1,  1935.— Joint  Account. 

New  York  Life  Insurance  Company,  J.  D.  Everett  &  Company, 
Farson,  Leach  &  Company. 

1905  1905 

July  17,  To  $200,000  July  19,  By         $100,000 

at  100.03,—  at  100.03    ...100,030 

$200,000  July  27,  By  $50,000 

at  100.03 50,015 

Aug.  9,  By  $50,000 

at  100.00 : 50,015 

$200,000  '  $200,060 

Subsequently  received  check  of  Farson,  Leach  &  Company  for 
PROFITS  amounting  to  $3,066.67,  which  were  credited.  Profits 
&  Loss  August  12,  1905.  ^  '  , 

A  joint  account  to  carry  $780,000  Jersey  City,:  N.  J.,  SO-yeax 
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4^  bonds  to  be  composed  of  Mess.  Farson,  Leach  &  Co.,  J.  D. 
Everett  &  Co.,  and  the  IST.  Y.  Life  Ins.  Co.  was  formed,  one- 
third  of  the.  profits  derived  from  the  sales  to  be  divided  equally 
between  each  member  and  the  N.  Y.  Life  Ins.  Co.  to  carry  the 
bonds  for  the  interest,  the  price  paid  for  the  same  was  100.03  & 
int.  The  N.  Y.  Life  Ins.  Co.  received  and  paid  for  only  $200,000 
of  these  bonds  the  balance  being  sold  immediately.  Of  the  $200,-' 
000  bonds  carried,  $100,000  were  sold  July  19th,  $50,000  July 
27th,  and  $50,000  Aug.  9th,  closing  the  account  with  profits  as 
stated  above,  $3,066.67. 


Exhibit  No.    124. 

June  15,  1905:  "  Sub-Committee  reported  proposal  of  Farson, 
Leach  and  Company  and  John  D.  Everett  &  Company  for  joint 
purchase  of  Jersey  City  30-year  4^  bonds  at  about  par  and  in- 
terest, we  to  pay  for  same  and  carry  them  for  the  interest  thoy 
bear,  sales  to  be  made  and  profits  divided  on  the  basis  of  1/3  each, 
or  else  if  we  should  not  elect  to  take  1/3  interest  in  the  jjur^chase, 
Messrs.  Farson,  Leach  &  Company  and  John  D.  Everett  &  Com- 
pany to  take  up  the  bonds  at  cost  price,  plus  the  accrued  interest, 
at  any  time  upon  ten  days,  notice  from  us,  we  to  have  30  days  in 
which  to  decide  our  preference  in  the  matter,  with  3  further  under- 
standing that  the  entire  matter  is  to  be  closed  up  on  or  before 
December  15th,  1905,  which  proposal  was  duly  authorized  to  bo 
accepted  upon  the  terms  stated."      (Page  50,  Par  2.) 

Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Olaflin,  Lang- 
don  and  Randolph. 

July  13th,  1905.  "  Treasurer  was  authorized  to  exercise  the 
option  of  equal  participation  with  Farson,  Leach  &  Company,  in 
joint  purchase  of  Jersey  City  30-year  4^  bonds  referred  to  in 
Finance  Committee  minutes  of  June  15th."      (Page  53,  Par.  6.) 

Present:  Mr.  Langdon  in  the  Chair,  and  Messrs^  Morrison 
and  Randolph. 

August  14th,  1905.     "  Treasurer  also  reported  receipt  of  profits 
$3,068.67  on  Jersey  City  4's  in  joint  account  with  Messrs.  John 
D.  Everett  &  Company  and  Messrs.  Farson,  Leach  &  Company." 
(Page  57,  Par.  8.)  , 

Present:     The  Chairman,  and  Messrs.  Langdon  and  Randolph. 
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IJxbibit  No.   125. 

No.  i§r 

EeIE  RaILEOAD   GoMPANT'  OoNVEETiBLB  0  BtfN'DS. 

Dive  April  i,  1953,  Joint  Account.     New  York  Life  lASur^nce 
Company  &  W.  S.  Fanshawe. 

■  iao4 

Nov.   14  To  $1,000,000  «t  94 , $940,000 .00 

j9Qg  '  $940,000.00 

Jan.  27-Aug.  10,  by  $670,000 $693,214. 3V 

Aug.  11,  retired        330,000 246,785 .  63 


$940,000.00 

This  acsei&nnt  represents  the  purchase  jointly  by  Messrs.  W.  S. 
Fan&hawe  &  Company  and  the  N.  Y.  Life  Ins.  Co,  of  $2,000,000 
of  the  abeve-described  bon,ds — the  participants'  carryiu,g  their  av{v 
bonds,  the  price  being  94  and  interest.  Puring  the  existence  of 
the  joint  account  $670,000  bonds  were  sold  on  the  apen  market, 
realizijig  a  haajdsome  profit. 

The  remaining  bonds  of  this  account,  say  $330,000  were  retire*! 
and  profits  applied  to  book  value.  They  were  subsequently  sqld 
to  realize  a  pet  profit  on  our  holding  of  $106,945.15.  Qr.  Profi.- 
and  Loss  Aug.  26,  1905,  as-per  statement  herewith  attatched.. 

Erie  Raileoad  OonveStible  4^  Bonds. 

Due  April  1,  1953 (Firm  Bonds) 

1904 

Aug.  11.  To  $330,^00,  from  Joint  Account.  .  $246,785.63 

Aug.  36;  Proifits 106,943.15 

1905 

Augi  11.  By  $2,0,00  at  106.93 •     2,138 .  61 

Augi  1*.     "  $50,000  at  108.89 .' .  53,448 .  61 

Aug.  14.     "  $3,000  at  107.02 3,210 .  67 

Aug.  15.     "  $40,000  at  107.13 4338^4.44 

Aug.  17.     "  $65,000.  at  107.11 69,624  03 

Aug.  18.     "  $70^000  at  107.10 74,®-7l .  64 

Aug.  18.     "  $49,000  at  107;35 52,602 . 86 

Aug.  18.     "  $60,000  at  107.60 68,801 . 39 

Aug.  18.     "  $1,000  at  107.85 1,078. 53 

$353,740.78 
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EmB  CONVEETIBLE  4;'s. 

Joint  Account. 

Nov.  14, 1904,  "  Sub-Committee  reported  tfi'at  it  had  taken  on 

joint  account  with  W.  S.  Eanshawe  $2,000,000 

(Page  23,  Erie  Convertible  4's  at  9,4  and  Int., — It  was 

Par.  4,)  voted  to  approve  this  action  and  to  advise  Mr. 

Fanshawe  not  to  sell  any  of  our  portion  at 

present  value. 

Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Orr,  Langdon, 

Morrison,  Randolph,  Claflin  and  Kennedy. 

Jan.  26,  1905.  "  The  Sub-Committee  was  also  authorized  to  sell 
(Page  32,  some  portion  of  the  Company's  holdings  of 

Par.  6.)  Erie  Convertible  Bonds  at  its  discretion. 

Present :  Mr.  Perkins,  Chairman,  and  Messrs.  Randolph,  On-, 
Langdon,  Kennedy,  Morrison. 

Jan.  30,1905.  "He  also  reported  sale  of  $250,000.  ErieCon- 
(Page  32,  vertible  4's  at  1021/2  to  1031/2  flat." 

Par.  10.) 

Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Orr,  Langdon, 
Randolph,  Morrison  and  Kennedy. 

Jan.  30,  1905.  "  The  various  reports  of  the  actions  of  the  Sub- 
(Page  32,  Committee  were  approved,  and  aiithority  waj 

Par.  11.)  thereupon   given   the    Sub-Committee    to    sell 

the  Erie  Convertible  4's,  on  sealed  orders,  up 

to  $500,000  in  all. 

Present:   See  same  date  above. 
Feb.     2,  1905.  ^"  Treasurer  reported  additional  sale  of  Erie  Con- 
'  (Page  33,  vertible  4's  at  IO31/2  making  $270,000   sold 

Par.  3.)  in  all." 

Present:  Mr.  Langdon  in  the  Chair,  and  Messrs.  Orr,  Morrison, 
Randolph  and  Kennedy. 

Feb.     6,  1905.  "  Further  sale^of  $50,000  Erie  Convertible  Bonds 

(Page  33,  were  reported,  viz. : —        ^ 

Par.' 9.)  $200,000  at  103%  flat 

25,000  at  104       flat. 

5,000  at  1041/1  flat. 

25,000  at  104       flat. 

5,000  at  1041/2  flat. 
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Present :  Mr.  Perkins,  Chairman,  and  Messrs.  Langdon,  Mor- 
rison, Kennedy,  Orr  and  Randolph. 

Feb.  9,190.5.  "Further  sales  of  $19,000  Erie  Convertible  d's 
(Page  34;  at  104^4  flat  were  reported,  making  total  cf 

Par.  2.)  $374,000  sold  to  date. 

Present:  Mr.  Langdon  (in  the  Chair),  and  Messrs.  Morrison, 
Kennedy,  Orr  and  Randolph. 

Feb.   14, 1905.  "Additional   sales  of  $26,000   Erie   Convertible 

4's  at  104y2,  $1,000  at  IO414  and  $8,000  at 

(Page  34,  104%  vs^ere  reported,  making  a  total  of  $408,- 

Par.  5.)  000  to  date  on  account  of  $500,000  ordered 

sold. 

Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Langdon,  Mor- 
rison, Orr,  Kennedy  and  Randolph. 

Feb.  16,  1905.  "Further  sales  of  $3,000  Erie  Convertible  4's  at 
(Page  35,  104%,  and  $10,000  at  104%  were  reported, 

Par.  1.)  making  a  total  of  $421,000  sold  to  date. 

Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Langdon,  Mor- 
rison, Kennedy,  Orr  and  Randolph. 

Feb.  20, 1905.  "Additional  sales  of  $4,000  Erie  Convertible  4'fi 
(Page  35,  at  104%  and  $25,000  at  105  were  reported, 

Par.  3.)  ^  making  a  total  of  $450,000  sold  to  date." 

Present:  Mr.  Langdon  (in  the  Chair),  and  Messrs.  Morrison,* 
Orr,  Kennedy  and  Randolph. 

Feb.  23, 1905.  "  Further  sale  was  reported  of  $50,000  Erie  Con- 
(Page  35,  vertible  4's  at  IO5I/2  flat  completing  the  total 

Par.  7.)  of  $500,000  ordered  sold." 

Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Langdon,  Mor- 
rison, Orr  and  Randolph. 

July  6,  1905.  "  Treasurer  reported  the  following  sales  under 
(Page  52,  ^  authority  to  sell  our  holdings  of  $600,000  Eri,: 

Par.  2.)  Convertible  4's  Bonds. 

July  5th.  $20,000  at  108%. 

July  5th.       1,00,0  at  108%. 

July  6th.     20,000  at  1081^. 
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Present:  Mr.  Perkins,  Chairman,  and  Messrs.  Claflin,  Lang 
don,  Morrison  and  Randolph. 

July  10, 1905.  "Additional   sales   were   reported   of  Erie   Con- 
(Page52,  vertible  4's  at  1081/2  and  $5,000  at  lOS^/i, 

Par.  4.)  making  total  sales  $66,000. 

Present:  Mr.  Perkins,  (Tbairman,  and  Messrs.  Claflin,  Lang- 
don,  Morrison  and  Randolph. 

July  13, 1905.  "Additional  sale  was  reported  of  $34,000  Eric 
(Page  53,  Controvertible  4^  Bonds  at  108,  making  total 

Par.  4.)  sales  $100,000  to  date. 

Present :  !Mr.  Langdon  in  the  chair,  and  Messrs.  Morrison  and 
Randolph. 

Aug.   10,  1905.  "  Treasurer  reported   that,  as  per  authorization 
(Page  57,  on  file,  he  had  sold  at  various  dates  $70,000 

Par.  1.)  Erie  Convertibles  4's  at  108 V2  and  interest. 

Present:  The  Chairman,  and  Messrs.  Langdon  and  Randolph. 
Aug.  14,  1905.  "  Treasurer  reported  further  sales  of  Erie  Contro- 
vertible 0  Bonds  as  follows:  $52,000  at 
(Page  37,  1081/2  flat,  $5,000  at  108%  flat,  making  total 

Par.  6.)  sales  to  date  $225,000. 

Present:  The  Chairman  and  Messrs.  Langdon  and  Randolph. 

Aug.  17, 1905.  "  Treasurer    reported    additional    sailes    of    Erie 
(Page  58,  Controvertible  4's  at  108%  flat,  making  total 

Par.  4).  sales  thus  far  $400,000. 

Present:    Mr.  Langdon  in  the  chair  and  Mr.  Randolph. 
Aug.  21, 1905.  ."  Treasurer    reported    sale    of    $100,000.      Erie 
(Page  58,  Controvertible  4's  (balance  of  the. company's 

Par.  9).  holdings)  at  from  109  to  1091/2" 

Present :    The  Chairman,  and  Messrs.  Randolph  and  Langdon. 


Exhibit  No.    126. 

No.  19. 
Centeal  Pacific  Raii..wat  Compant. 
First  Refunding  4'8. 

Due  Aug.,  1949 Joint  Account 

ISTew  York  Life  Insurance  Company  and  W.  S.  Eanshawe. 

1904. 

Oct.  25.  To  $1,000,000  at  99% •  •      $997,500 
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1905. 

Feb.  1.  To  $1,500,000  at  99% 1,496,250 


$2,493,750 
1904. 
Aug,  11.  Eetired  $2,500,000  at  99% $2,493,750 

This  joint  account  represented  tlie  purchase  of  $5,000,Q00  ^oi 
th^  above-described  bonds  at  99%  and  Int.  with  Messrs.  W.  S. 
FatLshawe  k  Co.  The  N.  Y.  Life  Ins.  Co.  paid  for  its  1/2  of  the 
joint  account  atid  Messrs.  W.  S.  Faushawfe  &  Co.  carried  their 
one-half — ^the  bonds  were 
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Centeal  Pagipic  E^funhing  4's  $2,558,000. 

On  coining  downtown  one  morning  I  saw  in  the  newspapers 
that  Kuhn,  Loeb  &  Co.  had  taken  a  block  of  these  bonds  from 
"the  Central  Pacific  Eailway  Company.  On  reaching  my  office 
I  immediately  called  them  up  on  the  'phone  and  asked  what 
they  would  sell  '$1,000,000  of  the  bonds  for.  They  named  par 
and  %  and  interest.  I  then  asked  them  how  many  tliev  had 
left,  and  they  a^d  $3,558,000. 

I  negotiated  for  th,e  entire  lot  and  they  finally  offered  to  sell 
them  at  99%  ajid  interest.  I  secured  a^  option  on  the  entire  lot 
at  this  price;  then  took  the  bi\s.iuess  before  the  Piuanqe  Com- 
mittee, said  I  believed  I  co\ild  get  other  people  to  join  us  in  buy- 
ing them  at  this  price,  and  received  authority  to  go  ahead,  pro- 
vided we  could  get  about  one-third  of  the  entire  amount  at  99y:; 
and  interest. 

I  then  approached  Harvey  Pisk  &  Sons,  interested  them  in  the 
business,  ai^d  they  a,greed  to  tal^^  two- thirds  of  the  amoimt  at 
99%  and  interest.  They  said  they  would  do  it.  I  then  went  to 
Kuhn,  Loeb  &  Co.  a^ain  and  succeeded  in  getting  %  more  off 
the  price.  We  then  bought  the  bonds,  $2,558,000,  at  99% 
and  interest,  the  New  York  Life  "withdrawing  its  $860,000  at  that 
price.  .     , 

This  is  a  typical  case,  showing  hpw  we  have  operated  at  various 
times  to  get  ^onds  at  the  lowest  possible  price. 


